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Leading Article Page N many ways, 1954 proved to be a better year than was 
Outlook for 1955 S expected when it began. The expansion in production which 
Special Articles was in evidence at the end of 1953 continued throughout 1954 
S Investigations for Purchase —I and gathered momentum in the spring. But, whereas much of 


by Frederick A. J. Couldery, 


ACA AACCA, ACES. 


North American Comment- 
ary ~ LVII 

by Kenneth F. Byrd, M.A., 
B.Se.(Econ.), A.C.A., C.A. 
(S.A.), Professor of Account- 


the increase in output in 1953 could be attributed to a recovery 
from the somewhat depressed conditions of 1952, last year 
brought many new production records. The index of production 
for 1954 is expected to be some 6-7 per cent above 1953. 
Unemployment was very low throughout the year, exports 


e 2 i Ee e increased pro rata with production, and the gold and dollar 
Higher Book-keeping, or reserves grew by about {roo million. The earned surplus on 
ee) EE the balance of payments current account for the first half of the year 

O “448 . 
by R. W. ones, an Articled was a record of £154 million for the whole year, one might hazard 
Clerk 8 the guess that it will amount to £200 million. 
hectare It was found possible to relax a number of currency and 


exchange restrictions during the year. In particular, the merging 
of most kinds of sterling into one variety freely exchangeable 
except into dollars, marked a great step forward. Today almost 
every country which has currently earned sterling can use that 
sterling to pay for purchases anywhere except in the dollar area. 
A greater degree of freedom was allowed in the use of dollars in 
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Thus, many of the hurdles which have to be surmounted 
before sterling becomes completely convertible were overcome, 
but the final step to convertibility was not taken. The greater 
degree of transferability enjoyed by sterling and the greater 
activity allowed in commodity markets appears to have added 
significantly to invisible earnings which were at a high level in the 
first half of 1954. 

What happened to the higher output of 1954? Before this can 
be answered it is necessary to see what industries provided it. 
The bulk of the increase came from the engineering and metal 
processing industries, chemicals and building. The output of 
textiles and clothing was only slightly higher than in the previous 
year. If output in the index of production industries increases by 


Ago 24 
Pete 6-7 per cent, one can expect a 4 per cent increase in the gross 
axation Uipioma: : GE, : : 
k Sa S sn Candidates 38 national product. ‘This increase will be slightly supplement@d by 


higher imports. The main claimants to available resources are the, 

Government, industry and commerce by way of capital expendi- - 
CXXXI July to December ture, overseas countries who buy our exports and the ordinary 
1954 citizen in the business of spending his income. 
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Government expenditure on goods and services 
during 1954 seems to have been at much the same 
level as in 1953. Capital investment, whilst at a 
rather higher level than in the previous year, 
probably absorbed a slightly lower proportion of 
available resources. Exports have already been 
mentioned. It follows, therefore, that consumption 
expenditure has shown a notable increase — and 
this deduction fits in with the experience of each 
one of us. Rationing ended in the summer, and 
the sales of consumer durables which were already 
at a high level were further encouraged by the 
removal of hire-purchase restrictions in August. 
The number of private cars sold on the home 
market was easily a post-war record. Much of the 
increase in the output of the metal-using trades 
has been in the passenger car and consumer goods 
field; the output of plant and machinery has shown 
a less-than-average increase. A good deal of 
the higher building output has gone into the 
completion of private houses; no less than 350,000 
of which were erected in the year. 

The year 1955 opens with a picture of the 
economy at fairly full stretch, with the consumer 
doing particularly well and what one might call 
‘productive’ capital investment tending to lan guish 
somewhat. Some writers are giving the i impression 
that this country is moving into a period of in- 
flationary pressure similar to that of 1951. 
Whilst this is a possible danger it can easily be 
overstressed. So long as industry refrains from 
stock hoarding it is unlikely that 1951 conditions 
will be repeated. For one thing the defence call 
on production and resources is unlikely to rise 
above its current level, the output of steel is 
much higher and the steel production prospects 
for 1955 are good. Moreover, imports are much 
more freely obtainable than a few years ago. It is 
true that the rapid expansion in the motor trade 
has caused the demand for sheet steel to exceed 
supply but the deficit is being made up by im- 
ports. Although the number of unfilled vacancies 
is higher than a year ago there is no acute shortage 
of labour such as was experienced in Lost and 
early 1952. Earnings in 1954 were appreciably 
higher than in 1953 but more of these were 
saved and the figures for small savings during 
the latter months of 1954. were surprisingly good. 
. The investment allowances granted in the 

Bydget are likely to manifest themselves in 
higher production for the home market in 
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1955, of plant and machinery. Figures have been 
published of the new orders received for machine 
tools in 1954 and these indicate a reviving demand 
for these most important capital goods. Judging 
from the results of the first three-quarters of the 
year, the amount of factory building approved 
during 1954 should easily be a record for any 
post-war year. One can expect consumption 
demand to be fairly well maintained but so 
long as prices do not rise, small savings should ` 
continue to do well. Export prospects are fairly ,' 
good and British products have proved them- 
selves, so far, to be reasonably competitive 
in overseas markets. The weight and influence 
of the British Government is now being thrown 
into moves towards freer trade and payments. 
At the opening session of G.A.T.T. the 
PRESIDENT OF THE BOARD OF TRADE spoke strongly 
in favour of removing export bounties and import 
restrictions, Britain should benefit in the long 
run from this greater freedom, which will both 
increase world trade and provide stiffer compe-. ` 
tition from U.S. products. One can perhaps: 
expect a somewhat more liberal trade outlook | 
on the part of the U.S.A. Judging from a recent 
broadcast, the President of the Federation of 
British Industries supports whole-heartedly the - 
Government’s ideas on G.A.T.T. — 
All this implies the continuation of a high level 

of demand in 1955 but there is no overwhelming 
reason why supply should not keep pace with it. ` 
The greatest danger is not an inflationary spiral ` 
started off by demand, but rather by costs. 
For two-and-a-half years now prices have re- 
mained fairly stable. Higher wages costs have 
been met by increased productivity. It would be 
pleasant sometimes if lower prices were one 
result of greater efficiency, but with industrial 
relations as they are the most we can hope for 
is that wages and material costs will not rise 
faster than productivity. Greater U.S. compe- 
tition is likely in 1955, particularly if American . 
production renews its upward trend. Unrealistic 
wage claims are therefore completely out of place. 
Will 1955 see full convertibility of sterling?. 
This largely depends upon the success which 
meets the Chancellor’s ‘collective’ approach and 
the extent to which the current weakness in 
sterling is found to be due to the improper use 
of sterling to pay for greater E.P.U. purchasés of 
dollar goods. 
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THE ACCOUNTANT 


INVESTIGATIONS FOR PURCHASE-I 


by FREDERICK A. J. COULDERY, A.C.A., A.A.C.C.A., A.C.C.S. 


every day and with the many complexities 

that financial and associated matters bring 
to our world of today, it is not surprising that the 
man or company who proposes to purchase an 
existing’ business should enlist the services of a 
professional accountant to investigate the business 
before committing himself to its purchase. Indeed, 
it would be a rash man who would purchase a 
business — even upon the basis shown by audited 
accounts — without having a professional man to 
look ‘into the affairs of the business. 

To the prospective purchaser, the request to 
investigate a business must seem a simple, 
straightforward instruction, and one’s client will 
often render such instruction in the general 
phrase, ‘Will you look into it?’ To the accountant, 
however, the problems that such a request raises 
are much more far-reaching, since he is expected 


Bees are being bought and sold 


` to=present to his client a comprehensive report 


, dealing with many different facets and, it might 
be added, if he should be rash enough or careless 
enough to include inaccurate or misleading in- 


. formation in his report, he may easily find him- 
. self threatened with a claim for very considerable 


damages. 
Investigations for purchase are therefore not 


` only a matter of some interest, but also of some 


responsibility, and since they arise outside the 
routine work of a professional accountant’s daily 
life, it is possible that some readers may not yet 
have encountered them and that others would 
appreciate having their minds refreshed upon the 
matters to which attention should be paid in such 
an investigation. The following notes are therefore 
an attempt to direct the reader’s attention to some 
of the matters he should cover in any such report. 


Framing of the Report 


The report will be a matter of considerable 
interest to the client and it should always be sub- 
mitted in writing; when the prospective purchaser 
is a partnership or company it will often be 
necessary to submit several copies of the report 
to the partners or directors, and the number of 
copies required should be ascertained at the time 
of receiving instructions. 

The report should be addressed to the person 
or firm from whom the instructions have been 
received, and it is usual to open with such a 

prebrase as that which follows: 


‘In accordance with your instructions we have 
carried out an investigation of the accounts of 
ee ee and have pleasure in reporting 
as follows:’ 

It might be remarked that such a report, when 
presented, will frequently pass through many 
hands (e.g. solicitors, bankers, stock-brokers), 
and it is therefore to be commended that in 
typography and binding the report should be a 
credit to a professional man, since, although the 
quality of the contents of the report may have little 
relationship to the quality of its presentation, yet a 
reader will instinctively apply such a relationship. 

The report should be set out in paragraphs, 
numbered for ease of reference, and should deal 
with the different aspects arising under suitable 
headings. The use of many statistics in the body 
of the report is not advocated, since this will 
interrupt the flow of easy reading, and as a general 
rule it might be taken that whén there are more 
than, say, five lines of figures, they should be set 
out in a separate appendix and reference made 
thereto in the body of the report. 

The sequence in which the various matters are 
dealt with in the report is usually one of persona! 
choice and subject to any obvious matters, one 
cannot be too dogmatic. In the following para- 
graphs are mentioned, however, some of the 
topics which one would expect to find in a report 
and the sequence used is conventional. 


Reason for Sale 


Perhaps the most important feature to which 
attention should be paid is the reason for the sale 
of the business. This may sound rather simple, 
but it is surprising how many prospective pur- 
chasers, on learning of a business being up for 
sale, have no thought as to why this should be. 

There are countless possibilities, of course, 
including the fact that aged directors may be 
anxious -to retire and have no successors: to 
appoint, or that a sole proprietor is taking up 
other duties, but it goes without saying that where 
the reason given is that the present owner is 
emigrating, it should be realized that it will be 
virtually impossible to communicate with him 
after any .sale has been completed. Any such. 
reason may, of course, be in completely good- 
faith, but there have been sufficient cases in ¢he 
past to make the accountant at least cautious of 
such ostensible reasons. 
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In any case the accountant should satisfy him- 
self in the course of his investigations that the 
true reasons for the sale of the business have been 
disclosed, and that there are no undesirable 
contingencies likely to arise. 


History of the Business 
Within obvious limits, the prospective purchaser 
will be interested to know, briefly, how the present 
business was started and how it has developed 
since its inception. There is, of course, no point 
in detailing the names of all partners or directors 
for many years, but a general explanation that the 
business was, say, founded in 1870 as that of the 
sole trader, enlarged to a partnership in 1905, and 
converted into a limited company in 1930, will 
certainly be of relevance to the general report. 

Any radical changes in the nature of (bz 
business should be specified, and the aim should 
be to explain to one’s client, within a few para- 
graphs, how the present business came into the 

form in which it is found today. : 


History of the Company 

If the present business is operated within the 
legal framework of a limited company, the 
history of the company is also of relevance. This 
should be kept distinct from the history of the 
business, and unless a purchase is to take the form 
of purchasing the shares in the company, it is 
obviously of little importance. 

The authorized and issued capital and anv 
changes therein since the company’s incorpora- 
tion should be specified. Any special variations 
in the memorandum and articles of association 
since the company’s incorporation should be the 
subject of comment, as should also the change of 
the company’s name or the use of any business 
name which the company has registered. 

The registered office of the company is usually 
able to supply the foregoing information, but in 
cases of doubt or difficulty the accountant should 
not hesitate to inspect the file at Bush House 
where, on payment of 1s, he can see all documents 
filed since the company’s incorporation. 

Provincial accountants may be interested to 
know that they may obtain photostats of all 
documents upon the Registrar of Companies’ 
files, and the price of these will be quoted by the 
Registrar on learning of the documents requirec 
in this manner: this service, however, is not 
offered by the Registrar of Companies to persons 
. whose piace of business is within the London area. 


Nature of the Trade 
The details of the objects ‘clause of the memo- 
randum of association, if the business i is within z 


January Ist, 1955 


company, should be stated briefly. This will 
enable a prospective purchaser to see not only 
that such-a company is operating within its 
powers, but also some indication of the scope 
which is ‘available for expansion of the present 
company’s business, whilst still remaining within 
such powers. 

The precise nature of the company’s present 
trading should be specified and any technical 
terms should be explained. It is obviously not 
sufficient to state that a company trades in a 
certain commodity and one must state with 
precision the type of trading actually undertaken, 
e.g. retail, wholesale, etc. 


Method of Operation 


The method by which the company operates 
should be carefully explained, distinguishing, for 
instance, between personal customers, travellers, 
mail-order business, forward contracts. If any 
new trends are apparent in the methods of oper- 
ation, this may be noted, as a prospective pur- 
chaser will obviously be interested to know that” | 
an increasing proportion of the company’s 
business is resulting from, say, mobile service ` 
vans as opposed to shop counter trading. (See also 
under ‘Sales’ below.) 


Buildings — 

Reference should be made to the buildings in 
which the business is conducted. A description 
should be afforded, not only of the freehold or 
leasehold nature and any restrictive covenants and 
leases, but also of any known restrictions on 
usage under the Town and Country Planning. 
Act. 
A brief description should also be given of the 
approximate age and condition of the building 
and its geographical location, as regards shopping 
centres, roads, railways, canals, and other trans- 
portation facilities. If the company has its own 
railway siding this is also of importance, and even 
the distance from local bus services and the fre- 
quency of these may be of relevance in the report. 

Particularly where the trade is retail, the 
proximity of any competitors should also be 
noted. The supply of such services as gas, water, 
electricity, drainage and telephones should also 
be the subject of comment. Where these have not 
been inspected by the client or his legal advisers, 
the accountant should also inspect any deeds or 
documents of title relating to the property, though 
he should be extremely cautious in his report in 
attempting to interpret much of the legal phrase- 
ology used therein: if he is in doubt on this matter 


he should not hesitate to consult his own solicitors. 





January Ist, 1955 


or advise ‘the client that his solicitors should 
inspect these documents. 

Although i it may seem a little out of place in an 
accountant’s formal report to include photo- 
graphs, the writer has found that in practice, the 
inclusion of, say, four or five photographs showing 
the buildings is extremely useful in enabling a 
reader of the report to grasp quickly the funda- 
mental features. 

Equipment 
The equipment used by the business should 
be the subject of comment, and this will fre- 
quently take the form of schedules showing, under 
suitable headings, the numbers of various items 
held, including motor vehicles and office furniture 
and machinery, where appropriate. 

Whilst the accountant is in no way expected to 
be a valuer for such items, he would do well to 
ascertain the cost price, written-down book value, 
written-down tax value, and current insured 
values of the larger items. 

It might be added that the written-down value 


` for tax purposes may frequently be considerably 
` lower than the written-down book value (by 


operation of initial allowances) and the client 


-~ should be informed of this feature so that he may 
` not be taken unawares in the future, when he 


sells an asset below its written-down value in the 
books and discovers, nevertheless, that there is a 
heavy balancing charge i in respect of this item. 
The accountant cannot be expected to have 
much technical knowledge on such matters as 
equipment, but in the course of his inquiries he 
may be able to glean useful information upon the 


probable life and possible obsolescence of some 


of the machinery, and any such information 
should be incorporated in the report. 


Personnel and Duties 


The senior personnel of the company should be 
identified by name and the junior personnel at 
least by total numbers. With the senior personnel 
there may be service agreements, and these in 
turn may include agreements for a percentage 
share in the profits, or commission based on 
turnover or gross profit. 

Such details are of importance in a report, not 
only to show the effect they have had upon the 
previous years’ results, but also to give some 
indication of the future commitments where such 
personnel are to be retained on existing terms. In 
any event it is desirable to show in the report the 
total annual remuneration drawn by each of the 
senior employees. 

The ages of the senior personnel should be 


ascertained and, where appropriate, details of any 
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pension fund should be given; If there is nó 
properly established pension fund an attempt 
should be made to ascertain whether any moral 
commitments have been made to pay pensions 
to the older employees since although¢these may 
in ethics be justified }they will, nevertheless, repre- 
sent contingent liabilities to be taken into account 
in arriving at the current value of the business. 
The duties of the personnel should be carefully 
defined and the distinction between administrative 
and technical staff should be made apparent. If 
possible, an attempt should be made to ascertain 
the morale of the staff and any details regarding 
the length of service of present employees will 
doubtless be a good indication of this. Reference 
to such matters as sports and social clubs, 
luncheon voucher schemes, etc., are also of value. 


Period Accounts 


On the assumption that signed copies of audited 
accounts are available, the first matter for the 
accountant’s attention should be to adjust the 
net profit shown by these accounts on to a con- 
sistent basis by elimination of extraneous profits 
and losses (e.g. profits.on sale of investments or 
losses arising on realization of property). 

In the case of a business conducted by a sole 
trader or partnership, reference to taxation of 
previous years should obviously be omitted since 
the tax paid in such circumstances will vary with 
the personal position of the proprietors, and it is 
of no relevance to the prospective purchaser that 
little tax has been paid in the past because the 
vendor has many young children or aged - 
dependants. ) 

In the case of companies, however, reference is 
customary to both net profit before taxation and 
net profit after taxation, and in the case of largé 
companies it may even be desirable to re-work all 
capital allowances on to a consistent basis to 
arrive at a fair taxation charge annually (e.g. by 
taking all initial allowances at 20 per cent through- 
out, or by their complete elimination). 

In any event, separate reference should be 
made to such taxes as income tax, profits tax, 
excess profits tax, and excess profits levy. 
Accounts so adjusted for a period of, say, ten 
years should then be summarized and presented 
in the form of an appendix so that the trends in 
turnover, expenses, and profits may be easily geen. 

The balance sheets also should be summarized 
in abridged form to enable the comparative - 
positions of, say, ten annual dates to be seen. 


Current accounts 
The investigating accountant should, if possible, 
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ascertain the present financial position of the 
business. If accounts have been prepared within 
recent months these may be used as the basis of 
his comments, particularly when such accounts 
have been ,duly audited. But when many months 
have elapsed since the preparation of annual 
accounts, the accountant should either prepare 
his own accounts to show the current position, or 
alternatively, if the financial year-end is approach- 
ing speedily, suggest that the completion of his 
report might be deferred until such time as these 
accounts were available. 

In any event the accountant must realize that 
up-to-date information is vital to a prospective 
purchaser, and that even though a business may 
have, been prospering for many years prior to the 
last. balance sheet, it is possible for rapid changes 
to arise in a period of a few months. 

Having obtained, or prepared, such current 
accounts, these should be appended to his report, 
which should then deal individually with the 
main items appearing in the balance sheet and 
profit.and loss account, among which the follow- 
ing matters, where appropriate, may be disclosed. 


Share capital and reserves 


The issued share capital of the company should 
be verified with the share register, and the current 
share holdings noted. It will be of interest to the 
prospective purchaser to be informed whether the 
shares were issued for cash or a consideration 
other than cash, and except in the cases where the 
‘consideration other than cash’ was a bonus issue, 
this consideration: should be considered carefully 
in the light of the contract then made by the 
company. 

The reserves of a company should be investi- 
gated and the source of these funds established. 
Any creation of such reserves by the writing-up 
of fixed assets, or any utilization by the writing-off 
of goodwill etc., should be noted. 

Differences between classes of shares shoulc be 
carefully explained and preferential rights and 
redemption rights of any shareholders should be 
ascertained. 


Loans 


Where the business is being financed by outside 
parties, e.g. debenture-holders or a bank, the 
terms upon which the loans have been made 
shoufd be made clear. Any trust deeds or mort- 
gages should be inspected and the rate of interest 
_ payable upon these loans should be considered 
in, the light of current market rates. Any infor- 
mation. available on the dates or eventualities for 
redemption of the loans should be made known 
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since these will be of vital importance in con- 
sidering the future of the business. Any options 
to debenture-holders to subscribe for shares of 
the company and options of a similar nature 
should be specified. 

The security, if any, given for the loans should 
be clearly explained as, where this is in the form 
of mortgages and other fixed charges, it will be 
necessary to consider such matters before the 
fixed asset can be changed in any way, and this 
may affect the plans of a prospective purchaser 
for any partial reorganization after his purchase 
of the business. 


Current liabilities 


Trade creditors (bought ledger balances where 
appropriate) should be analysed to showfaverage 
time outstanding)jon these accounts, as this will 
give an indicatidn of any(cash difficulties en- 
countered by the business} Where possible, these 
liabilities should be verified by reference to ` 
suppliers’ statements, and care should be taken 
to ensure that at the balance sheet date all 
creditors are related to the stock position as stated. 

When audited accounts are available, the 
auditor will doubtless have undertaken consider- 
able work in this connection, but the investigating 
accountant must be careful not to assume that 
the audited accounts are infallible. The reason 
for this is that although the investigating account- 
ant may have the highest regard for the auditor’s 
proficiency, yet he has no contractual relation- 
ship with the auditor; consequently, if the 
investigating accountant states that current 
liabilities are {x and this is proved to be in- 
accurate, the investigating accountant may be 
held liable in damages, even though he acted in 
good faith upon the information supplied to him 
by the auditor. Accordingly, and this applies to 
all material statements in the report in con- 
nection with which the accountant places reliance 
on the statements of other persons, the phrasing 
used should be of the nature of ‘I am informed 
that. . 2 or “The auditors advise me that . . .’. 

Particular regard must be paid to any con- 
tingent liabilities existing and inquiries must be 
made about the occurrence or possibility of any 
legal claims being made against the company. In 
this respect reference should be made to the 
various insurance policies held by the business 
to establish whether there are uninsured risks, as 
might be the case, say, in a business selling food- 
stuffs without cover for possible poisonous or 
foreign matter being included therein. 

(To be concluded.) 
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NORTH AMERICAN COMMENTARY—LVII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New York, October 


Time Saving by ‘Client Help’ Programmes 


R Louis H. Pilié reports the results 

of a comparative survey of the time 

saved by one accounting firm, in the 
case of annual audits, through reliance on clients’ 
co-operation. 

The firm had a personnel of sixty-one, includ- 
ing seven partners and forty-three staff men. Out 
of twenty-six annual audits more than two-thirds 

‘of the clients took part in the firm’s ‘client help’ 
programme, with time savings to the auditor 
ranging from 15 per cent to 36 per cent. In the 
case of one incorporated family concern, with a 
net worth of under $100,000 and just over 
$400,000 sales, comprising automotive parts and 
accessories, the client objected to the audit fee 
of $1,160, calculated at standard rates. An agree- 
ment was reached for a fee of $800, the client’s 
book-keeper being expected to prepare all work- 
papers plus certain schedules to be included in 
the auditor’s report and tax return. He was asked 
personally to complete the audit firm’s internal 
control questionnaire. The previous year’s audit 
file, with one or two private papers removed, was 
given to the book-keeper as a guide for prepara- 
tion of adjusting journal entries. The expiration 
dates of insurance policies were made to coincide 
with the balance sheet date. 

Mr Pilié comments that American accountants 
are realizing more and more that unless they 
reduce audit fees to the minimum, some sub- 
stitute will develop favouring the client and 
detrimental to the professional auditor. It may 
be noted that in North America the auditor prob- 
ably does a great deal more of what may strictly 
be regarded as accounting work than is done in 
Britain. 


Auditing Standards 


The American Institute’s Bulletin 24 defines 
‘generally accepted auditing standards’. This 
bulletin was formally adopted in October 1948 
by the Institute’s members with the result, says 
Mr R. Bob Smith, c.p.a., that what was, so to 


-speak, common law then became statutory law 
e a 


for the American auditor. He regards the auditor’s 
statement that he has conformed to generally- 
accepted auditing standards as most important 
of all, for it is sufficient in itself to place the stamp 
of approval on financial statements. Mr Smith 
reminds the professional accountant that he 
should ask himself whether he re-examines audit 
programmes often enough, whether he actually 
increases the testing percentage on discovery 
of errors, how much reading he does in 
accounting theory, and to what extent he knows 
that accounting principles are ‘generally accepted’, 
through discussing them with his fellow- 
practitioners. 


N.A.C.A. Bulletin (National Association of Cost 
Accountants), New York, October 
Operations Research 


Mr Jack W. Dunlap, president of Dunlap and 
Associates Inc, seeks to arouse industrial ac- 
countants to the possibilities of scientific method. 
for providing the executive with quantitative 
facts with which, to a greater degree than ever 
before, he may support his intuition and judg- 
ment. He says that statistical methods have pro- 
vided industry with an armament of tools for 
testing hypotheses and measuring relationships 
between qualitative factors. The methods of 
calculus and other branches of mathematics are 
being used more and more for such problems as 
sales forecasting, optimizing the use of equip- 
ment, controlling inventory and even improving 
labour relations. 

This does not mean, however, that the opera- 
tions research man has to be a trained mathema- 
tician or statistician. Psychologists, sociologists, 
accountants, lawyers and doctors are all needed, 
though not all for any one problem. The one 
discipline likely to be a component of most 
operations research teams is mathematical statis- 
tics, though the statistician need not be the team 
leader. Mr Dunlap considers that perhaps the 
most important contribution of operations re- 
search will be the development of a sceptical’ 
attitude towards present procedures, since man ` 
is a creature of habit and quickly falls into fixed 
patterns of performance. 
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Accounting Review, 
Menasha, Wisconsin, October 


Statistical Techniques and the Auditor 


For what purpose does the auditor require a 
sample? Is it mainly to substantiate the figures in 
the financial statements, or is it to determine the 
effectiveness of internal control in carrying out 
basic company accounting policies? The statisti- 
cian must know the answer to these questions, 
.says Professor John Neter, of Syracuse Univer- 
sity, before he can experiment with the use cf 
statistical techniques in auditing. For in the 
former case he is faced with a finite ‘population’ 

or field of sampling, and in the other the field 
may be infinite. 


From a consideration of specific practices cf 
the auditor, such as the counting of cash or in- 
-ventory determination, Professor Neter con- 
cludes that, in large part, the purpose of the 
audit may be regarded from either point of view. 
Exploring further each of these purposes cf 
sampling, he demonstrates how involved are the 
problems which emerge. His final conclusion is 
that before experiments in the application of 
statistical techniques in auditing can usefully be 
made, the purpose of sampling must be suitably 
formulated, so that statistical models may bs 
_ constructed either for the problem as a whole or 
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for definite parts of it; the effectiveness of audit 
concepts and techniques may thus be greatly 
enhanced. 


Funds Statement Practices in North America 


The popularity in North America of the state- 
ment of source and application of funds has 
increased very greatly in recent years. Professor 
Hector R. Anton, of the University of Washington 
reports the results of a survey of the funds state- 
ment practices of 500 corporations; 68 per cent 
of the 290 companies polled used the funds state- 
ment and 94 per cent of the companies with 
total assets over $100 million. As to publication, 
one in every three large companies presents 
funds statements to stockholders regularly, as 
compared with one in four for the medium-sized 
companies and only one in twenty for the small 
companies. One-third of all companies adopting 
the statement have done so in the last ten years, 
and the adoptions for inclusion in stockholders’ 
reports have been 70 per cent in the last ten 
years and go per cent in the last twenty years. 
Professor Anton urges the accounting profession 
to recognize the importance of the funds state- 
ment as a valuable reporting and planning device 
and to concentrate on formulating generally 
accepted principles for its content and presenta- ` 
tion. 


HIGHER BOOK-KEEPING 
OR DOUBLE ENTRY ABOVE THE SNOWLINE 


by R. W. JONES, 


been interested to read of the difficulties 
experienced by Sir John Huntand his party 

in keeping an adequate check on the Everest 
expedition’s funds. Apparently, in spite of all 
their efforts, a deficiency of cash arose at som 
stage between sea level and 29,000 feet. (We arz 
not told whether this included the offering madz 
by Tensing on the summit to the local gods; 
possibly this may have been regarded as a form 
of mutual insurance and charged to expenses.) 
Oar expedition to the Alps this year was on a 
more modest scale, though subsequent calcula- 
‘tion revealed that our two best peaks piled one 
` above the other would just reach 'Tensing’s 
eVebrows, unless the above remarks had caused 
these to be raised. However, we decided from the 


N Been interessed everywhere must havz 


an Articled Clerk 


start that no book-keeping difficulties should mar 
the harmony of our operations. As a budding 
articled clerk the task of coping with our finances 
was assigned to my tender mercies. 


Examiner’s Delight 


Wedged to the top of my rucksack in a concourse 
of garlic-smelling travellers in the corridor of the 
slow train (average speed 64 m.p.h.) from Paris 
to Lyons, I concocted a system to delight the 
heart of any examiner. 

Every item of expense incurred for the benefit 
of more than one member of the party was to be ` 
listed in a total column and then extended into 
the detail columns kept for each person, accord- 
ing to his respective share of the bill. Periodically, 
the total of each column would be ascertained, 
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the cross-cast agreed and the sums of the indi- 
vidual columns posted in total to the debit of 
the appropriate personal account; the actual pay- 
ments made would be credited to the personal 
account of the payer. 

The system, I flattered myself, was simplicity 
itself; the total of the debit balances on the 
personal ledger would equal the total credit 
balances; no joint fund of cash had to be safe- 
guarded; the lares and penates of double-entry 
would not be offended. The beauty of such a 
method is that it obviates the necessity for each 
member of the party to tip a pile of miscellaneous 
continental currency into the middle of the table 
at every restaurant, in order to meet his share of 
the bill, a situation fraught with linguistic as 
well as arithmetical snags. 

Its immediate disadvantages were mainly due 
to the human element. Harry would go into the 
village store in La Berarde, order a couple of 
loaves and half a kilo of butter, lose the receipt 
and triumphantly announce that he had forgotten 
how much he had paid. Alternatively, John would 
get a commission to purchase stocks for general 
consumption and spend a large proportion of his 
francs in buying the overgrown and tasteless 
French tomatoes that only he could stomach. 
As time progressed, the mountain air swelled 
the appetites of some of the party until two out 
of three were responsible for at least 75 per cent 
of the food consumption. Harry, particularly, 
seemed to regard each meal in the nature of a 
refuelling operation; he maintained that as he 
never knew whether he might have to wait 
eight or fifteen hours for his next one, it was well 
to fill his tanks to the brim while the chance 
was there. 

These troubles were solved by general agree- 
ment rather than on pure accounting principles. 
The system bent but did not break. 


‘The accounting system must be adjusted to suit 
the business, not the business to the system’ 


sayeth the text-book. But far away in London 
more than one tutor stirred uneasily in his sleep, 
as we stumbled over the boulders just before dawn. 

We linked forces with another party. Stocks 
now consisted of food bought in England for 
sterling and subsidized by a benevolent govern- 
ment; goods haggled for in France for an exorbi- 
tant number of francs; supplies purchased m 
Switzerland in return for yet another variety of 
franc. We agreed to pool the lot and call it all 
square. Fortunately, no one quoted the grim 
words ‘cost or market value’. It was a triumph 
of expediency over accurate accounting. 
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Stock Losses on a Glacier 

Stock losses occurred; I mislaid the butter-tin 
whilst enjoying a sitting glissade down a glacier. 
One or two loaves had to be thrown away after 
three or four days, when they blunted even an 
ice-axe. Still, Peter had at least been warned not 
to buy honey of the more liquid type; we refused 
to scrape it off his spare socks. And I had read 
the Institute’s recommendations on management 
accounting with its paragraph on the budgetary 
control of stocks! 

In one hut someone rashly ordered tea, instead 
of the usual hot water from which we could 
brew our own-a disastrous example of bad 
buying, since Continental knowledge of tea pro- 
duction is restricted to an ability to charge for it. 

Questions of principle arose. Half the expedi- 
tion would be down in the valley gorging them- 
selves at their own expense under the gaily 
parasolled exterior of a Zermatt café; the re- 
mainder would be 1,200 metres higher, existing 
on more spartan rations, which were, however, 
derived from joint stores contributed to by all. 


Expenses Disallowed 

One day our book-keeper felt a little more full 
of peak-bagging exuberance than usual, and 
volunteered to make the two-hour journey to 
Rotenboden to collect the much needed rations 
sent up via the Gornergrat railway. The sun 
gave us the benefit of a personal appearance that 
afternoon and I maintained that alcoholic re- 
freshment obtained at The Riffelberg Hotel 
was really part of the carriage charge. This was 
regrettably disallowed as an expense on the 
grounds that the Réffelberg was off the route — 
a hard decision as Rotenboden is an uninhabited 
station. 

We had used Peter’s tent for one night in the 
valley; he now demanded to be credited with 
something on the grounds that he had saved us 
several francs for accommodation. Harry, a man 
who likes to live well between climbs, claimed 
that we should pay storage charges for use of his 
room (six francs) at Fluhalp, when we had been 
less snobbishly sleeping in the loft (three francs). 
It was the last straw. 

Next day we descended the glacier; the mist 
was lowering, and gave that sense of isolation 
which tempts desperate deeds. I seized my 
chance as last man on the rope . . . future 
articled clerks will be able to consult our books 
and records, when that particular crevasse dis-. 
gorges its contents on to the moraine in fifty- - 
three years’ time... . ° 

And nobody quoted Section 328 of the Act. 
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PROGRESS OF TAXATION REFORM 


WITH PARTICULAR REFERENCE 
TO THE TAXATION OF BUSINESS PROFITS 


by E. KENNETH WRIGHT, M.A., F.C.A. 


HE evolution of a fiscal code is a slow and 

laborious process. Changes of greater or lesser 
| importance take place year by year and our 
taxation laws are always being altered to fit changing 
fiscal, political or economic circumstances: it is this 
dynamism that makes the subject so fascinating to 
those who deal with it in practice. 
` Superimposed on this slow 
and steady change are periodic 
bursts of reform when interest is 
quickened: we are at this moment 
in.the midst of such a period of 
activity. - It is a period which 
began in 1949 and is likely to ex- 
tend for several years more; my 
purpose in this lecture is to-cor- 
sidér what has already been done 
and what effect has been given 
in the Finance Acts of the last 
few years to the recommenda- 
tions which have so far been 
made. 


Departmental Reform 


Whilst LI shall be mainly con- 
cerned with the.work of the two . 
Tucker Committees and of the 
Royal Commission, we must not 
overlook the fact that substantial 
progress in reform is frequently 
made internally, that is, by the Ë 
Inland Revenue itself. An ex- @ 
ample of such progress is the 
Income Tax Act, 1945, which 
not only refurbished the existing provisions relating 
to wear and tear but provided for a great extension of 
relief for wasting assets by granting capital allowances 
on industrial buildings, scientific research expendi- 
ture, agricultural capital expenditure and on the cost 
of mines and oil wells in addition to plant and 
machinery. Furthermore, it introduced the initial 
allowances and balancing allowances and charges 
which had previously been unknown. 

A second example of internal departmental change 
has been the arrangements for the granting of relief 
in ‘respect of overseas taxation. From 1922 until 
1945 such reliéf was limited to the old provisions for 
Dominion income tax relief. Then began the system 
of negotiating conventions for the relief of overseas 
taxation en a reciprocal basis with individual over- 

.seas countries. This ‘convention relief’ has been 
A lecture delivered at the Balliol College, Oxford, course of 
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widely extended but there are still a number of 
important countries, India amongst them, which are 
outside the scope of bilateral agreements. For such 
countries, unilateral relief was introduced in 1950 
on a limited basis — a maximum of only three-quarters 
of the United Kingdom tax being allowed in the 
case of Commonwealth territories and one-half in 
the case of foreign countries. 
This limitation was removed 
in the Finance Act of 1953, so 
that relief is now given of the 
full overseas tax either under 
the convention arrangements or 
under the unilateral relief pro- 
visions, 


The Consolidation Act’ ` 


Before I come to the work of 
the Tucker Committees and 


mention the Consolidation Act 
of 1952. For although the 
consolidation of some fifty separ- 
ate Finance Acts into a single 
Act of Parliament — the Income 
-Tax Act, 1952-did not itself 
do anything to alter or improve 
the law, it certainly represented 
a considerable achievement as 
a piece of parliamentary drafts- 
-manship. The previous Acts 
weighed six pounds: the Income 
Tax Act, 1952, weighs only 
one and a half pounds! Un- 
fortunately, the patchworks are already multiplying 
again and it is a matter of regret that piecemeal 
legislation amending individual sections without re- 
enacting them in their revised form should continue. 
I understand that the main objection to the re- 
enactment year by year of sections, so that they 
contain the revisions that are made, is one of parlia- 
mentary procedure because the re-enactment of a 
whole section would often give scope for a much 
wider debate in the House of Commons than does 
the enactment of a mere amendment. In my view 
there is a strong case for a quinquennial reconsolida- 
tion. | ' 


Tucker No. 1 - Trading Profits 


Now I turn to the work of the first Tucker Committee 
which was set up to inquire into the method ‘of 
computing profits for taxation purposes and to 
consider the basis’ periods to be taken in assessing 
the tax on such profits. It is interesting to remember 
e 
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that this committee really emerged out of the contro- 
versy between historical costs and replacement costs. 
The initial allowances (to which I shall refer in more 
detail later) were introduced by Sir John Anderson in 
1945 because he realized that industry would require 
assistance over and above the normal wear and tear 
allowances in providing finance for the replacement 
of its plant and machinery at the increased post-war 
costs. In his 1949 budget statement Sir Stafford 
Cripps accepted industry’s complaint that the 
existing 20 per cent initial allowance on plant gave 
insufficient help and he went on to mention further 
representations he had received on ‘the whole question 
of calculating profits in a way which can take care of 
marked changes in price’ and set up a committee 
to consider the ‘technical issues which arise in 
connection with the computation of taxable profits’. 
The Tucker No. 1 Committee reported in April 
1951. 

an report is, as Mr Butler described it, ‘a mine of 
useful information’. I know that while you are work- 
ing for examinations only a few of you will be able 
to find time to read it but I do suggest you should 
remember it in those spacious days when exams are 
behind you. The Finance Acts themselves are dull, 
indigestible reading and you will find that the 
exposition of existing law coupled with arguments 
for and against a change and the conclusions of the 
committee make the study of taxation not merely 
more easily comprehensible but also palatable and 
interesting. And at this point may I suggest that in 
future years you will find it much easier to grasp the 
provisions of the annual Finance Bills if you read 
them in conjunction with the Hansard reports on 
the debate on the committee stage in the House of 
Commons, for at that stage the Chancellor, or one of 
his spokesmen, usually explains the provisions of the 
Bill in detail and in simple language. 

The report of the Tucker Committee on trading 
profits may, for the purpose of comment, be divided 
into three parts: firstly, the sections dealing with the 
problems of inflation; secondly, those concerned with 
the basis periods, and finally, those relating to a large 
number of subsidiary, but none the less important 
matters. My personal view is that the report was most 
disappointing on the first two matters, and very 
successful on the third. 


Inflation and Profits 


One of the main functions of the committee was to 
give guidance on the taxable capacity of businesses in 
a period of rapidly rising prices. Having adopted as its 
guiding principle the view that taxable profits should 
correspond as closely as possible to profits computed 
by established accountancy principles it is not 
surprising that it came to the conclusion ‘we are 
unable to agree with the view that a proper system of 
computing (taxable) profits must necessarily take 
into account changes in the value of money’ since 
orthodox accountancy practice has not yet accepted 
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that proposition. This is not the time or place to 
rehearse the internecine controversy between the 
‘historical cost’? and ‘replacement cost’ schools of 
thought: suffice to say the committee came down on 
the side of the majority of accountants and against 
the majority of business men and economists. In any 
case the controversy is now somewhat arid since, 
with the passing of time, the majority of assets on 
which capital allowances are given have been acquired 
in times of high price levels, so that the allowances 
are no longer grossly inadequate. In addition, with 
the levelling off of price levels, the annual fictitious 
‘stock profits’ have come to an end. 

Having taken its stand on the subject of inflation, 
the committee was none the less forced to recognize 
that the increased cost of replacing assets involved 
additional capital requirements that industry could 
not provide itself so long as its profits, struck before 
providing for such increased cost, were taxed at 
existing rates. As a matter of expediency, therefore, 
it recommended that the existing system of initial 
allowances should be continued in an extended 
form. Alas for recommendations based on the 
quicksands of expediency: within a few days of the 
issue of the report Mr Gaitskell had suspended 
initial allowances altogether. 


Basis Periods 


The second major section of the report deals with the 
question of the basis periods to be taken in assessing 
business profits to tax. Normally, of course, the 
assessment for any fiscal year is based on the profits 
earned in the accounting year ending within the 
previous fiscal year. That is simple enough: but 
in addition there are the provisions, commonly 
known as the commencement and cessation pro- 
visions, applicable in the first three and last two years 
of assessment in which a business is carried on. 
These provisions are the cause of endless complexity 
and confusion, not merely to taxpayers and students, 
but to seasoned practitioners as well. Their applica- 
tion means that only by the most unusual coincidence 
does the sum of the assessments upon a business 
over its whole life correspond to the aggregate profits 
earned. And they make possible the most inequitable 
results and pave the way to considerable avoidance 
of tax where sufficient ingenuity is exercised. We 
all hoped, therefore, that the Tucker Committee 
would be able to find some way of relating assess- 
ments to the actual profits earned on a current year 
basis and there was widespread regret that it was 
unable to do so. 

There are, admittedly, serious difficulties — the 
impairment of budget flexibility, acute transitional 
problems and the great complication of provigional 
assessments. They are all set out in the report ~ and 
provide an example of what I mentioned eatlier ~ an . 
explanation of the why, how and wherefore of the - 
existing legislation which cannot easily be fouad 
elsewhere. Even so, the feeling remains that the 
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committee may have been somewhat daunted by 2 
superabundance of conflicting evidence and by 
Inland Revenue objection on the score of practica- 
bility. This is a feeling which comes time and agair. 
in considering these reports by investigating bodies — 
the Revenue are immensely experienced and carry £ 
very great responsibility; they are administering z 
system of taxation which, for all its defects, has 
actually worked for a great mary years and they tend 
to be naturally conservative — who can blame them: 
The investigating committee, no matter how com- 
pelling the need for change may seem, naturally 
tend to defer to the advice and experience of the 
professionals who have to make the machine work. 

It may well be that when the change comes, as it 
surely will come some day (it is interesting to note 
that the new Internal Revenue code of the United 
States initiates a change-over to ‘pay-as-you-go’ for 
business profits), it will come not as the result of 2 
public inquiry but from the Inland Revenue itself, 
acting on the Chancellor’s orders, as was the case with 
P.A.Y.E. : 


Artificial Cessations 


We have, indeed, just had one Chancellor’s dictate of 
this sort which led to Section, 17, Finance Act, 1954, 
which has the effect of nullifying the cessation 
provisions where they would otherwise operate to a 
taxpayer’s advantage. It may be useful to sketch the 
background to this section. In 1952 there was, 
following two prosperous years, a sudden and severe 
slump in the textile industry and in the spring of 1953 
there was a host of reconstructions designed solely 
to take advantage of the cessation provisions. The 
operation was quite blatant: one circular I received 
from a cotton company merely said that X.Y.Z. Ltd 
had sold its business to X.Y.Z. (Holdings) Ltd. 
X.Y.Z. was being liquidated. In due course X.Y.Z. 
(Holdings) Ltd would change its name to X.Y.Z. Ltd. 
“There will be’ the circular ended, ‘taxation and other 
advantages.’ The net effect of these transactions, of 
course, was that the 1952—53 assessment was reduced 
from the high profits of the previous year to the low 
profits of the actual year 1952-53. In most cases 
there was no need for a penultimate year adjustment. 
The Korea boom followed by the post-Korea slump 
provided the perfect conditions for an artificial 
cessation. So popular were these ‘recessional cases’ 
as they were dubbed that it was suggested that 
between 100 and 200 companies took advantage of 
the device and that the loss in revenue exceeded 
£10 million. Towards the end of March 1953 the 
pressure in the registrations department at Bush 
House was so great that there were long delays in 
registering a new company: after the end of March 
there was an abrupt end to the reconstructions — the 
penultimate year adjustment is at the Revenue’s 
- option only! 

` Now all this was no doubt highly reprehensible 
and I am not defending the device. But it was 
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perfectly legal and the natural outcome of the un- 
natural provisions for assessing profits by reference 
to artificial rules — rules which can and do often act 
to the taxpayer’s disadvantage. Politically, however, 
it was too much for Parliament and in July 1953 
Mr Maudling said: , 


‘We are studying deliberately and carefully 
methods of dealing with the problem. I hope that 
no reputable firm or responsible professional 
adviser will regard this type of device as the sort of 
thing they should adopt.’ (Hansard, July 8th, 1953. 
Col. 1310.) 


The Revenue must have been sorry that they had not 
been able to help the Tucker Committee to find a 
way of basing assessments on actual profits! 


Section 17, Finance Act, 1954 


Section 17 of the 1954 Finance Act is the outcome of 
the Revenue’s deliberations. Like nearly all the 
sections in this year’s Act it is long and exceedingly 
complex. It applies to cases where a trade is carried 
on by a company (individuals and partnerships are 
not affected) and in 1954-55 or later years there is a 
transfer of the trade in such circumstances that with- 
in two years after the change not less than three- 
quarters of the interest in the trade belongs to the 
same persons as were interested before the transfer. 
Where there is a continuity of ownership of this 
degree the cessation provisions will not be applied. 

With its nine subsections and a three-page schedule 
all to itself, this section brings a sledge-hammer to 
kill a flea. I do not pretend to understand it in detail 
and I estimate that it would take me two or three 
hours of careful study to master it. I think it unlikely 
that I shall ever have to consider it seriously: if a 
case comes my way I shall recognize what is involved 
and make the necessary effort. Till then, I shall 
conserve my energies. This I suggest is the only way 
to deal with taxation legislation unless one is pre- 
pared to specialize on a single narrow range of the 
taxation field to the exclusion of all else. 

My complaint about Section 17 is not what it does, 
or the complex way in which it does it—a device of 
this kind ought to be stopped and I appreciate that 
the drafting of the necessary clauses is inevitably 
involved. My objection is that the section is concerned 
to patch up the thoroughly anomalous system of 
basing assessments on highly artificial rules. If 
assessments were on the actual profits of the period 
under review there would be no need for Section 17, 
The anomalies created by the existing system cut 
both ways and the effect of Section 17 is merely to 
plug a gap which has hurt the Revenue — nothing is 
done for a taxpayer who finds himself paying on 
more than he has earned. Unfortunately, this point 
was not brought out in the committee stage which 
dealt with the section rather scrappily — under- 
standably enough for the House of Commons reached 
it at 5.30 in the morning. 

So much for the two unsatisfactory aspects of the 
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report of the Tucker Committee on the taxation of 
trading profits. Disappointment with the conclusions 
on inflation and the basis period should not blind us 
to the importance and merit of the large number of 
recommendations on other matters which, though 
mostly of less importance in themselves, add up to a 
very considerable contribution to taxation reform ~a 
contribution all the more welcome because a great 
number of them have already been adopted, in whole 
or in part, and translated into law in the last three 
Finance Acts. I shall examine some of them in more 
detail later. 

Before I do so, however, I would like to round off 
my general survey by saying something about the 
second Tucker report and about the work, to date, 
of the Royal Commission. 


Tucker No. 2 — Retirement Benefits 


The Tucker No. 2 Committee on the taxation of 
pensions and allied subjects, which was set up in 
August 1950, produced an eminently sensible report 
in February 1954. It worked its way perseveringly 
through a welter of detail to reach conclusions based 
on acceptable principles: moneys set aside to provide 
tetirement benefits should be exempt from taxation, 
the benefits when received should be liable: a man’s 
earnings ought to be spread beyond his working life 
to cover the years of his retirement; and all workers, 
whether employed or self-employed, should be dealt 
with on comparable bases. The existing arrangements 
are such a maze of confusion that it is not easy to 
translate these principles into practice: existing 
contracts have created too many vested interests for 
an entirely fresh start to be made. If the proposals 
are eventually accepted, persons with existing rights 
will ‘remain undisturbed unless they opt to join 
schemes under the new rules but new entrants must 
join the new schemes. For the future it is suggested 
that the schemes should normally provide for a 
two-thirds pension after forty years of work (or in 
exceptional cases after twenty years: the committee is 
sensitive about the mobility of older, highly skilled 
persons). The contributions of the employer (without 
limit) and employee (not exceeding 15 per cent of 
annual income) to secure such rights will be tax 
free, and so will the income of the accumulated 
funds. The benefit will be mainly in the form of a 
pension which will be taxable as earned income but 
up to one-quarter, with the generous maximum of 
£10,000 may be taken as a tax free lump sum. This 
lump sum is something of a survival ~ an old English 
custom originally sacred to the Civil Service which 
is now to be elevated to the status of a national 
institution. It spoils the dichotomy of the proposals 
but the committee felt that it cannot be taken away 
from those who at present enjoy it, so it must be 
given to all: they reached this conclusion with 
regret. 

Purchased annuities are at present subject to taxa- 
tion in full: the law is clear but it is equally common 
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sense to regard part of the annual payments as a 
return of capital~the committee recommends that 
the law should give way to common sense: income tax 
is not, as it says in another context, a natural law. 
If this change is made, a form of investment, which 
is useful in a world which does not encourage a 
man to leave his wealth behind him when he dies, 
will be restored to respectability. 


Pensions for the Self-employed 


The committee is clear in its diagnosis of the need to 
extend to the self-employed (and to controlling 
directors and to employees not provided for or not 
adequately covered) the benefits which are now 
available to employees in approved schemes. The 
self-employed can no longer set aside sufficient 
savings to provide for their old age nor can those of 
them who are professional people build up a saleable 

_ goodwill as was often possible in the past. These 
disabilities are mainly due to the high rates of taxation 
since 1939. But the committee does not rest its case 
on need:. it concludes (subject to the reservations. of 
two of its members) that as a matter of principle the 
self-employed should be able to spread the fruits of 
their labours just as are the employed. The fluctuating 
earnings and uncertain retirement age of the self- 
employed are special factors which can be overcome 
by special measures. 

The proposals are eminently fair and, what is more, 
simple in the extreme. A man who is in the self- 
employed or allied classes is to be permitted to 
contribute a specified percentage, usually 12 per cent, 
of his gross income each year to the purchase of a 
non-assignable policy of deferred annuity to become 
payable at a specified age between 65 and 70. The 
policy cannot be surrendered and will be non-com- 
mutable except to the extent of one-quarter — the 
equivalent of the lump-sum rights of the other classes. 
There will be special provisions for widows and 
dependants and for early death and the annuities 
will start on the due date whether or not retirement 
then commences. The permissible percentage contri- 
bution, and the annuity funds of the insurance 
companies will be free of tax. The percentage can be 
varied to allow for earning ascribable to capital rather 
than to personal effort, and some increase is allowed 
for back service. 

The main objection of the dissentients seems to be 
that the self-employed usually have sufficient capital 
resources to provide for old age — an assumption 
which will no doubt surprise the one and a quarter 
million self-employed whose incomes are less than 
£1,000 a year. The minority report excludes pro- 
fessional men from their reservations because they 
usually do not employ capital. R 


The Cost of Tucker No. 2 


The total cost of the various proposals is estimated, 
very tentatively, at about £77 million a year of which 


14 


about three-quarters is for the self-employed and 
non-provided-for employees. This is on the unlikely 
-assumption that all self-employed will take advantage 
of the new proposals and I am glad to see that the 
F.B.I. has recently challenged these estimates, The 
expenditure will be largely transfer expenditure and 
in any case whatever is exempted in the build-up 
will become taxable when it emerges as benefit, 
although probably at a lower rate. A considerable 
increase in savings would certainly result, indeed it is 
likely that many of the self-employed will find them- 
selves hard pressed to find their permissible contri- 
. butions. 

Many of us had hoped that the Chancellor would 
be able to take action on the proposals of the second 
Tucker Committee in the 1954 Budget but Mr 
Butler refused to be hurried, and in any event, he 
said “the cost of the proposals would make it impossible 
for me to implement them in present circumstances’. 
So we must discipline ourselves to further patience — 
I suggest that you should follow this subject closely 
— it will be of vital importance to you in deciding 
whether to become employed or self-employed. 


The Royal Commission 


I turn now to the work of the Royal Commission on 
the Taxation of Profits and Income, which was 
appointed in January 1951 and which is still sitting, 
having issued two interim reports on particular 
points which were referred to it. It may be useful to 
set out its terms of reference in full: it was set up: 


‘to inquire into the present system of taxation of 
profits and income including its incidence and 
effects, with particular reference to the taxation of 
business profits and the taxation of salaries and 
wages: to consider whether far the purposes of the 
national economy the present system is the best 
way of raising the required revenue from the 
taxation of profits and income, due regard being 
paid to the points of view of the taxpayer and of the 
Exchequer: to consider the present system of 
personal allowances, reliefs and rates of tax as a 
means of distributing the tax burden fairly among 
the individual members of the community: and to 
make recommendations consistent with maintaining 
the same total yield of the existing duties in relation 
to the national income’. 


These terms were later extended to include the 
following direction: 


‘to make recommendations bearing in mind that in 
the present financial situation it may be necessary 
to maintain the revenue from profits and income: 
and, in so far as they make recommendations which 
would on balance entail a substantial loss of revenue, 
to endicate an order of priority in which such 
recommendations should be taken into considera- 
tion’, * 
You will see that the Royal Commission shoulders 
a gigantic task. The first Tucker Committee dealt 
(in a report of 130 pages) with the definition of 
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trading profits, a subject which occupied only eight 
out of the 529 sections in the Income Tax Act, 1952: 
the second Tucker Committee dealt (in 153 pages) 
with pensions etc., which take up a further sixteen. 
The reports of these two committees, together with 
the remaining 505 sections and a host of subjects 
(such as capital gains taxes) provides the field for the 
Royal Commission. It is a daunting prospect and one 
has doubts whether a single body (composed as it is 
mainly of part-time members) can ever hope to deal 
with the whole subject. Would it have been better 
to break it up into a large number of separate sub- 
jects on Tucker Committee lines? I cannot say. 


A Philosophy of Taxation 


Certainly at some point there would be a need for a 
single co-ordinating body to bring the various matters 
into focus and to settle principles and evolve what 
one might call a philosophy of taxation. There are 
plenty of fundamentals to be settled: to what extent 
should companies be taxed on different principles 
from individuals: are there still fundamental ob- 
jections to taxing capital gains now that the line 
between capital and income is so vague and the art 
of dressing up income to look like capital 1s so highly 
developed: to what extent should economic objections, 
rather than the need to raise revenue, govern the 
directions in which taxation is imposed — is it right, 
for example, that every fiscal incentive should be 
given to farmers to improve their capital equipment 
whilst nothing is done to encourage slum landlords to 
modernize their properties: is it right to bribe 
industry to install more plant; what is the justification, 
if any, for taxing distributed profits more heavily 
than retained profits, and so on. 

If, as I hope, you find taxation an interesting 
subject in itself, and not merely as something that has 
to be studied for examinations, you can certainly 
look forward to an intellectual treat when the full 
report of the Royal Commission is published. 


Interim Report on Overseas Profits 


As I have said, the Royal Commission has already 
issued two interim reports. The first, in February 
1953, was concerned with the single question: ‘Is 
the taxation net drawn too widely or too narrowly in 
relation to the taxation of United Kingdom residents 
on overseas profits?’ It followed a request from the 
Chancellor for specific guidance on certain points. 
The Commission found itself unable to give priority 
to one aspect of its inquiries at the risk of prejudice 
to the rest and it did not attempt any comprehensive 
answer. 

It did, however, make three. specific recommenda- 
tions: the first that full unilateral relief for double 
taxation should be given instead of three-quarters 
only for Commonwealth countries and one-half only 
for foreign countries; this recommendation was 
accepted and given effect in Section 26, Finance. 
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Act, 1953. The second was that the taxpayer should 
have the option of excluding from assessment such 
part of his overseas profits as is shown to be unre- 
mittable; this also was accepted and dealt with in 
Section 21, Finance Act, 1953. The third (which has 
not as yet been adopted) was that the taxation con- 
cessions given by some colonies, known as ‘pioneer 
industry concessions’ should not continue to be 
frustrated because their sole effect is to reduce the 
amount of double tax credit available in the United 
Kingdom. This last recommendation was, as the 
Commission recognized, victory for expediency over 
principle: it would give preferential treatment to 
the United Kingdom resident who invested abroad 
over one who invested at home. 

This is the whole difficulty of dealing with the 
complaints, often justified, of those who contend 
that our level of taxation is undermining London’s 
position as a centre for the financing and control 
of overseas businesses — 

_ ‘It seems clear to us’, says the report ‘that any 

major departure from the existing scheme would 

involve far-reaching measures, constituting for the 
first time in the history of our tax code an absolute 
differentiation between home profits and overseas 
profits and the incidence of taxation upon them.’ 
To those of you who can find time to read it I 
commend this short first report of the Royal Com- 
mission as an appetizer. It is a good example of 
exposition and analysis: the problem is deployed and 
examined and the difficulties of dealing with it, as 
with so many tax problems, become manifest’ and 
the Commission shows (if I may say so without 
appearing condescending) a capacity for clear think- 
ing;which is an encouraging omen for its later reports. 


D 


z Second Interim Report - Personal Incomes 
he second interim report, published in April 1954, 





jis a much larger affair. The Commission realized, to 


quote the report, ‘How wide is the range of topics 
that must be treated. . . . To bring to completion a 
report . . . will be, inevitably, a long task’. They felt 
a second interim report would be an advantage in 
enabling public discussion and consideration to 
proceed and found a sufficiently self-contained 
aspect of their terms of reference in the duty imposed 
on them: 
‘to consider the present system of personal allow- 
ances, relief and rates of tax as a means of dis- 
tributing the tax burden fairly among the individual 
members of the community’. 
I must ask to be excused any further reference to this 
important second report on the grounds that it is 
concerned with Schedule E matters rather than with 
Schedule D. 


FROM RECOMMENDATIONS TO ACTION 


So far I have attempted to put the present bout of 
taxation reform ‘into focus’. Now I turn to examine 
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in rather more detail some of the recommendations 
which have already been put into effect. Here, of 
course, we are mainly concerned with the report of 
the first Tucker Committee and it is a real encourage- 
ment to see how much has already been done. 


Losses 


The most complete progress has been made in dealing 
with losses: all the Committee’s recommendations 
have, with some minor modifications, been accepted: 
it is surprising to find that we can now claim that our 
much maligned tax code affords the most generous 
treatment of losses of any in the world. When the 
Committee was considering the matter there were 
three ways in which the owner of a business could 
claim relief in respect of business losses: 


(1) Under Section 341, Income Tax Act, 1952, 
relief is given against any income chargeable 
for the year for which the loss was incurred. 
Under this provision the owner of a business 
-who- makes a loss may therefore obtain relief 
either against his income from other sources, 
e.g. taxed dividends, or against the assessment 
on the business based on the profits of the 
preceding year. 


(2) Under Section 342, Income Tax Act, 1952, 
losses in a trade etc. could (I emphasize the 
past tense) be carried forward and set against 
the profits of the same trade assessed for the 
six following years of assessment. 


(3) Under Section 142 the loss in one trade may be 
set against a profit in another carried on by the 
same person. 


The Committee’s first recommendation was that the 
owner of a business should be allowed to carry 
forward business losses and set them against sub- 
sequent profits from the same business without 
time limit. This was put into effect by Section 27, 
Finance Act, 1952, so far as any losses which were 
available for 1952-53 or subsequent years were 
concerned, 

If there was‘to be a carry forward without time 
limit, why should not there be a right to carry losses 
backward and set them off against profits from the 
same business for earlier years? The Committee found 
the practical difficulties were normally insuperable — 
for example, a company might have distributed its 
earlier profits to’ shareholders who might have been 
able to reclaim the tax on their dividends. Neverthe- 
less it recommended that there should be provision 
for a three-year ‘carry-back’ where (as may well 
happen) a loss is sustained in a business’ last year. 
Section 18 of this year’s Finance Act (1954) egives 
this right to carry back terminal losses for three years 
but protects the Revenue by providing that the profits . 
of the earlier years shall be deemed to have been - 
reduced by any dividends paid thereout. The section 
runs to four pages: I hope you will not court disap- 
pointment by asking me to interpret it in detail! 
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It is worth noting that under the new American 
Act all losses-can be carried back for two years- 
but this advantage over us is wiped out by the fact 
that their carry forward is limited to five years. 

Besides considering the carrying of losses forward 
and backward against profits of the same trade the 
Committee considered whether the Section 341 
system whereby losses are carried sideways against 
any other income of the same year should be extended. 
They found practical objections to recommending 
that losses should be ‘carried forward against other 
income ‘without time limit but they were able to 
suggest that such a carry forward should be permissible’ 
for one year. This proposal was acceptable and was 
enacted in ‘Section 15 of the 1953 Finance Act. It is 
a condition of the relief that the business in which 
the loss was incurred must still be carried on in the 
year of claim. This may have the result that a businéss 
which otherwise would have closed down may be 
kept alive for an extra year in order that the relief 
may be obtained. 

There have been.a number of minor improvements 
and, as. I said, our system of giving relief for 
losses. may be regarded as comprehensive as any 
in the world. If, however, the State is regarded as a 
sleeping partner of every taxpayer, and as such 
entitled to a substantial share of any profits or 
income, it would be logical to suggest that it should 
also share all losses, and pay to the taxpayer tax there- 
on whether or not there had been at any previous or 
later time profits against which to set them. But to 
think of such things is far-fetched, and as a taxpayer 
myself I would not relish the idea of the State making 
Such paymients to unsuccessful business men! 


~ Group Treatment of Losses 


There is one other matter regarding losses in which 
an important advance has been made based on the 
recommendations of the Tucker Committee: the 
offsetting of profits and losses between companies in 
à group. As you know, the principle of tax assessment 
- on a group basis was adopted for excess profits tax 
and excess profits levy and is also available — at the 
taxpayer’s option — for profits tax. But until Section 
20 of the 1953 Finance Act was passed, it was not 
available for income tax. Very often business activities 
carried on by a single organization are, for reasons of 
practical convenience, divided among a number of 
wholly-owned subsidiary companies and it has been 
a long-standing grievance that the profits of some 
members of the group cannot be set against the 
losses of others. There is a story that when Philip 
Snowdon was Chancellor a deputation of business 
men waited upon him to press for relief. When they 
had finished he thought a while and then said: 
"Eh, you ought to be able to think of a way out of 
‘that trouble for yourselves!’ The business men went 
away and thought, and weird and wonderful debits 
and credits for so-called ‘management charges’ beg 
to fly back and forth to even matters out. = 
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This system was stopped by the case of Odhams Press 
v. Cook (1940). Now the system whereby one member 
of the group makes good the loss of another has been 
endowed with legal respectability by Section 20, 
Finance Act, 1953. Parts of the section are straight- 
forward, others are fiendishly complicated. Once again 
I must ask to be excused detailed interpretation. It is ` 
worth noting, however, that they do not apply to a sole 
trader who also happens to own all the capital of 
one or more companies. And may I rather sourly 
remark that a great number of the complexities of 
the section are due to the fact that assessments are 
not made on the actual year basis! : 


Wasting Assets. 


I turn next to the question of depreciation and 
wasting assets. You will be so familiar with the view 
that it is not possible to arrive at a cortect figure of 
profit without providing for depreciation that you 
will find it strange that our income tax code is only 
slowly and grudgingly being shaped to the same end. 
Until 1878 tax was charged on the excess of réceipis 
over expenses: in that year an allowance was first 
given for the diminished value by reason of wear and 
tear of any plant and machinery used for the purposes 
of a business. Forty years later a very limited allow- 
ance was given for industrial buildings containing 
vibrating machinery — the ‘mills, factories allowance’. 
Then towards the end of the Second World War, as Í 
have.already said, the order went round Somerset 
House that a further broad advance was to be made 
and the Income Tax Act, 1945, dealt with allowances 
for industrial buildings on a broader basis and also 
gave allowances for mines and oil wells, agricultural 
land and buildings and patents. Scientific research 
expenditure had been dealt with separately in 1944. 

The Tucker Committee adopted the general, and: 
to my mind unimpeachable, principle that the 
income tax system should give relief in respect of 
the wastage of all assets that are used up or con- 
sumed in the course of carrying on a business. The 
main wasting assets which had (and have) still to be 
dealt with are commercial buildings. ‘A tax’, said the 
report, 


‘which refuses to give an allowance for the deprecia- 
tion of all business premises is not limiting itself to 
a tax on income but is encroaching on capital.’ 


Let me emphasize at once that because of the cost 
involved the Chancellor has not as yet been able to 
concede this particular reform. It would be very 
costly, and I cannot believe it is very high in the list 
of priorities. In the meantime those of you who are 
economists will appreciate that the refusal to grant 
proper depreciation allowances on ‘commercial 
buildings means that rents are much higher than they 
otherwise would be because the rent must be suffici- 
ently high to reward the money invested and to leave 
a surplus sufficient, even after it has been virtually 
halved by tax, to provide far depreciation. I would I 
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also suggest that if proper allowances were given 
for tax purposes we would find that there would 
be a great advance in the rate at which old and 
obsolete offices, hotels and shops are replaced or 
modernized. 


Quot homines — tot sententiae 


This is a convenient point at which to consider 
briefly the system of initial allowances and invest- 
ment allowances which have grown up in the past 
ten years, even though they are not directly a part of 
the movement of taxation reform with which I am 
mainly concerned. The Tucker Committee did, it is 
true, consider and make recommendations about 


initial allowances but they were not accepted and I. 


shall not confuse you by examining them. 

I find these allowances particularly interesting 
because they show how the tax system is being used, 
not to raise revenue, but to direct and effect economic 
issues. So far there have been five changes, each 
designed to meet particular economic circumstances. 
At the end of the Second World War the Chancellor, 
then. Sir John Anderson, knew that there would be 
a great demand and need for capital re-equipment 
and he was concerned that there should be adequate 
resources available to meet it. It must be remembered 
that there had been a great increase in prices but that 
companies had not been able to plough back any 
considerable part of their wartime profits owing to 
the incidence of excess profits tax. So Sir John 
Anderson introduced initial allowances in 1945, at 
the rate of 20 per cent for machinery and ro per cent 
for industrial buildings, as a means of providing 
finance. They had nothing to do with depreciation 
as such: in effect they were a convenient way of 
making an interest-free loan to industry—a loan 
represented by the tax deferred as a result of the 
allowance. 

Four years later the Chancellgr, this time Sir 
Stafford Cripps, became aware that in times of 
steeply rising prices the orthodox method of allowing 
wear and tear by reference to original cost rather 
than to replacement cost did less than justice to the 
industrialist. He did not consider that the 20 per cent 
allowance for machinery went far enough to redress 
the injustice and doubled it with effect from April 
1949. 

Next, in 1951, Mr Gaitskell was faced with entirely 
different economic circumstances as a result of the 
extreme business activity due to the Korean war. Most 
concerns wanted additional plant so badly that there 
was no need to encourage them: what was needed 
was action to damp down the economy which was in 
danger of boiling over. Accordingly, Mr Gaitskell 
gave advance notice that the initial allowances would 
be withdrawn altogether as from April 1952. 

When Mr Butler considered his Budget policy in 
1953, the position was once again reversed. Business 
activity had again slackened and the textile slump to 
which I have already referred was something of a 
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danger signal. The Chancellor decided that what was 
wanted was a stimulus to productivity and productivity 
depends largely on machines: more machines and 
better machines. So he reintroduced the initial 
allowances, at the rate of 20 per cent for machinery, 
in order to provide such a stimulus. 


The Initial Allowance 


The initial allowance is an interest-free loan: it is 
repayable more or less automatically because it is 
written off the asset for tax purposes so that future 
wear and tear allowances are based on a lower written 
down value, and are therefore smaller. But it was not 
to be despised for as the benefit of the first series of 
initial allowances was withdrawn fresh allowances 
were given on further additions to plant. When Mr 
Gaitskell withdrew the initial allowances in 1952 it 
was estimated that the total deferment of tax ~ and 
hence the total interest-free loan — amounted to 
£600 million. Neverthess, the business man could 
justly claim that the initial allowances were something 
of a mirage ~ at least, they gave him nothing that he 
would not eventually get by the ordinary operation. 
of wear and tear allowances. When, therefore, Mr 
Butler considered this year that a further incentive 
to install new plant was needed he did not provide it 
by increasing the initial allowance but instead intro- 
duced an entirely new arrangement, the investment 
allowance. The investment allowance is not a mere 
speeding-up of the wear and tear allowances, it is an 
outright gift — in future an industrialist who invests 
£100 in a new machine will be granted tax remission, 
over the years, on £120. 

To sum up: the allowances were introduced to 
provide finance: then they were extended to redress 
the inadequate allowances resulting from adherence 
to the historical cost basis. They were withdrawn to 
damp down an economy which was at full stretch and 
reintroduced to stimulate productivity and altered in 
form to prime the pump further — all in ten years. 
No one can say that the interplay of economic and 
fiscal policy is dull! 

My time is up and I have left a great deal unsaid, 
that is always the case with taxation. I know that I 
shall have disappointed some of you who may have 
hoped that my lecture would have been more directly 
concerned with examination questions. My choice of 
subject was deliberate: I know and sympathize with 
the enormous amount of detailed knowledge you have 
to acquire but none the less I am convinced that it 
can do nothing but good to pause occasionally and to 
step back and view the subject in broader perspective. 
Such an attempt to see the wood instead. of the trees 
brings two advantages: firstly, when we appreciate 
what the Acts are trying to do it is much easter to 
understand their tortuous provisions, and, secondly, 
we all do better at a subject if we allow ourselves to’ 
become interested in it. I hope I may have indicated ` 
to some of you that the study of taxation provides 
abundant possibilities for interest. 
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WEEKLY NOTES 


The Suggested Absorption Scheme 


As every accountant knows, no person may become 
the auditor of a public or non-exempt private 
company in this country unless he is a member of 
The Institute of Chartered Accountants in England 
and Wales, The Society of Incorporated Accountants, 
The Association of Certified and Corporate Account- 
ants, The Institute of Chartered Accountants of 
Scotland or The Institute of Chartered Accountants 
in Ireland or is individually authorized by the 
Board of Trade. The Co-ordinating Committee, on 
which each of the above five professional bodies is 
represented, has recommended to the Board of Trade 
that Section 161 of the Companies Act, 1948 (which 
deals with the appointment of auditors), should be 
extended to include all limited companies. 

The provisions of this section have necessarily 
excluded a number of other accountancy bodies who, 
both before and since the passing of the 1948 
Companies Act have, it is understood, been trying 
unsuccessfully to obtain statutory recognition for 
their members. Although their applications were 
rejected, the Board of Trade, nevertheless, con- 
sidered that certain individual members of these 
bodies might fairly be regarded as eligible. A proposal 
by certain of the non-statutory bodies that a new 
professional body should be formed, made up of those 
eligible members and recognized by the Board of 
Trade, encountered, rightly, in our opinion, pro- 
nounced opposition from the profession. Instead, it 
was suggested with the approval of the Board of Trade 


and of the Co-ordinating Committee, who were con--. 


sulted by the Association at all stages of the negotia- 
tions, that the suitable members of the non-statutory 
bodies concerned should be offered membership of 
The Association of Certified and Corporate Account- 
ants. If the scheme is approved by the members of 
the Association the three non-statutory bodies thence- 
forward will be precluded from seeking recognition 
under the Companies Act because of undertakings 
that they have given. 

The three non-statutory bodies involved in this 
proposal, the British Association of Accountants and 
Auditors, the Faculty of Auditors, and the Associa- 
tion of International Accountants, have approved 
the scheme after negotiation lasting six years. 
Altogether, 911 of their members would be regarded 
as immediately eligible for membership of the 
Association and a further 104 would: be admitted on 
passing the Final examination of that body. The 
present strength of the Association, the third largest 
of its kind in the United Kingdom, is 9,200. 

A Wetailed statement giving the views of the 
Council of the Association on the proposal was 
‘circularized to members last October and an extra- 
‘ordinary general meeting was held in November to 
cofisider. the. Council’s recommendation that the 
absorption scheme should be approved. It was 


expected that a decision on the matter would be 
announced but the chairman, Mr W. Macfarlane 
Gray, F.A.c.c.A., President of the Association, 
suggested at the outset that, because of the numbers 
unable to gain admittance, the meeting should be 
adjourned to another day and place. 

The adjourned extraordinary general meeting has 
been arranged for Monday, January 24th, 1955. 


Estate Duty and Vacant Possession 


The extra-statutory concession in relation to the 
valuation of dwelling-houses for estate duty purposes 
was the subject of a debate in the House of 
Commons just before Christmas. Where the deceased 
was owner-occupier, the normal valuation is of course 
open market value. However, if a near relative was 
ordinarily resident with the deceased, remains 
resident in the house after the death, and has no 
other place of residence available, any increase in the 
market-value above the pre-war value is disregarded 
in so far as it could only be realized by a sale with 
vacant possession. | f . 
The Estate Duty Office have always asserted that 
they always apply the concession ‘in appropriate 
cases, but nevertheless, thé valuations imposed have 
prompted a number of complaints. When these’ 
complaints were last voiced in the House,’ the 
Financial Secretary to the Treasury insisted that the 
concession was still being applied and that no general 
Treasury directive about it had gone out to District 
Valuers. In 1946 and 1947 there had been a very 
great scarcity value in vacant possession which, as a 
result of the building programme, had now been 
much reduced. He quoted a reply which he gave in 
November 1954 to the effect that the concession 
continued to operate 
‘where it is still the case that the element of vacant 
possession at the date of death inflates the value of 
the house more than it did before the war’. 
The Financial Secretary gave a hypothetical example 
of the working of the concession, taking a house 
which before the war had a value of £1,200 with 
vacant possession, but only {1,000 without. The 
corresponding figures after the war might be £3,000 
and £2,000; in such a case the Estate Duty Office 
would accept a valuation of £2,200; i.e. ignoring the 
increase in the value of vacant possession. But apart 
from scarcity, there had been a general rise in the 
value of houses, owing to the rise in building costs in 
particular, and to a fall in the value of money in 
general. In other words, the gap between £3,000 and 
£2,000 in the hypothetical example had been closing, 
and when it fell from {1,000 to the original £200 
the concession would no longer bring any benefit. 
He concluded by mentioning what he called mis- 
apprehensions about the concession. It did not 
substitute pre-war value for post-war value. It did 
not entirely exclude the value of vacant possession. 
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Finally, it did not involve or foreshadow any per- 
manent change in the law in favour of near relatives 
living in the house. 


First Taxation Diploma Examination 


The results have now been announced of the first 
examination, held last November, for the Taxation 
Diploma. 

Of the 700 candidates who sat for the examination 
at seventy centres throughout the United Kingdom, 
210 were successful in passing both sections into which 
the examination was divided and they will be awarded 
the Diploma. A further 112 candidates passed Section 
I only and twenty-six satisfied the examiners in 
Section II only. A list of names of those who passed 
the complete examination appears elsewhere in this 
issue. 

Announcing the institution of the Diploma at the 
annual conference organized by our contemporary, 
at Bournemouth in October 1953, Mr Ronald Staples, 
Editor of Taxation said: 


‘,., we feel that a candidate for a taxation post may 
be regarded as adequately fitted technically if he 
holds that diploma and may be accepted without 
hesitation as a master of taxation.’ . 


The Diploma does not entitle the holder to 
membership of any professional body, it does not 
confer the right to use any distinguishing letters, 
and it is awarded on the clear understanding that no 
reference thereto shall appear on the holders’ pro- 
fessional notepaper. No one — whatever his profes- 
sional qualifications or status may be~ will be 
awarded the Diploma without taking the examination. 

The next examination is to be held in April 1955. 


Town and Country Planning Act, 1954 


Today the Town and Country Planning Act, 1954, 
which applies to England and Wales, comes into 
operation. Forms of application for payments out of 
the famous £300 million fund are now available. 

As regards planning restrictions, the Ministry of 
Housing and Local Government have responsibility. 
Forms and explanatory leaflets can be obtained from 
the offices of the councils of county boroughs, 
boroughs and urban and rural districts, by persons 
who think they may be entitled to compensation in 
respect of planning restrictions. 

The Central Land Board will make payments to 
people holding established claims who have been 
adversely affected by the Town and Country Planning 
Act, 1947, otherwise than by planning restriction. 
The main types of payment will be to: 

(1) Claim holders who paid development charge 
on the land in question; i 
(ii) Claim holders who sold land privately at a 
price which did not include the full develop- 
ment value, as measured by the amount of 
' the claim, before November 18th, 1952, when 
development charge was abolished; 
(iti) Claim holders who sold land which is the 
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subject of a claim to a public authority at its 
existing use value; 

(iv) Claim holders who bought their claims 
without the land to which they relate before 
November 18th, 1952. 

Persons who do not hold established claims cannot 
benefit unless they bought land at a price above 
existing use value from a person who retained the 
claim, and the land has since been bought at its 
existing use value by a public authority, or the 
development of it was the subject of a development. 
charge. An explanatory leaflet (Form U, 1/A) is 
obtainable at the offices of the Central Land Board. 
Anyone who thinks that he is entitled to a payment 
in respect of any event (other than a planning 
restriction) occurring before January Ist, 1955, and 
has not received a form of application, should apply 
for one from the Board. 


Banks and Hire-purchase 


One of the significant developments in the recent: 
boom in hire-purchase has been the decision of the 
Commercial Bank of Scotland to acquire the Scottish 
Midland Guarantee Trust Ltd. The latter is engaged 
in hire-purchase financing. Recently the chairman 
of the bank, Lord Rotherwick, made the point that 
the establishment of hire-purchase institutions has to 
some extent divorced the banks in Scotland from. 
their traditional position as the source of almost all 
the direct finance for the economy. In the opinion of 
his bank, this has cut off the bank from one of its 
basic services and also from one of its most important 
channels of remuneration. It is to bring the bank 
into closer relationship again with the provision of 
direct finance that it has acquired the hire-purchase 
company. : 

There is an element of paradox in this situation: 
The Scottish banks have the most continuous and 
most conservative banking tradition in the United 
Kingdom, perhaps in the world. It is to be noted 
that the Commercial] Bank has phrased its argument 
for acquiring an interest in hire-purchase finance in 
terms of asserting its traditional role. According to 
its statement, the bank is not breaking new ground 
so much as restoring a traditional balance. 

The logical conclusion from the Commercial 
Bank’s attitude is that the banks must accept the 
existence of increased prosperity in the middle and 
lower income groups as a source of their business. 
Banks have always thrived on a close relationship 
with those who controlled money. Money today is 
becoming decreasingly a matter of the ownership of 
capital and increasingly a question of a level of 
income, perhaps with pension rights at the end of it. 
This is, of course, a familiar fact. The banks, however, 
may be slow to accept its implications which are that 
position in the economy may have to be maintained | 


‘by financing the purchase of television sets and . 


motor-cars. One bank has, however, moved decisively 
in that direction. It remains to be seen how many 
follow its example. 
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REVIEWS 


Cost Accounting 
Third Edition 


by John G. Blacker, Ph.D., Professor of 
Accounting, University of Kansas, and 
W.. Keith Weltmer, M.B.A., LL.B., Associate 
Professor of Accounting, University of 
Kansas 
(McGraw-Hill Publishing Co Ltd, London. 52s net) 


In publishing the third edition of this well-known 
text-book, the opportunity was taken to change the 
emphasis. Wisely the authors have removed certain 
chapters, such as costing for financial institutions, 
which were too specialized for a general text-book 
and in their place have included new ones dealing 
with cost information for management. 


Current thought has been acknowledged by the | 


insertion of additional material concerning marginal. 
costing.. Unfortunately the subject is treated mainly 
from the economist’s point of view which makes for 
confusion with the cost accountant in practice. 

As the book appears in the reading list for the 
examinations of The Institute of Cost and Works 
Accountants it would be as well to sound a further 
warning that the terms used do not accord with those 
of that Institute’s Terminology of Cost Accountancy. 
The authors themselves draw attention to the need 
to limit and standardize cost accounting terms. 

_ Nearly 150 pages of close print are taken up with 
questions for which, it is understood, a key for use 
by teachers can be obtained from the publishers. This 
indicates the real use of the book, which is primarily 
for instructors — not for students themselves unless 
they are far advanced in their studies. For this purpose 
the book is strongly recommended. 


The Evolution of Modern Industrial 
Organization 


by F. J. Wright, M.Sc. (Econ.) 


(Macdonald & Evans Ltd, London. ros 6d net) 


This little book has been written with the needs of 
examination students in mind, and since economic 
history is a vast field and the author covers it from 
the Middle Ages to the present day, he has necessarily 
confined himself to essentials. But he has not sacri- 
ficed interest to brevity, and the book is enjoyable 
as well as most useful. 

One of its uses, and a very desirable one, is to 
arouse in the student’s mind a desire to know more, 
and to start him on trains of thought to be followed 
up, 4nd Mr Wright’s general remarks both in his 
introductjon and his conclusion are stimulating. 

We recommend it; not only to those who have to 

` face examiners, but to anyone requiring a short 
introduction to a subject which is relevant to the life 
of every professional and business man and woman. 


Guide to Examination Success 
by Frank H. Jones, F.A.C.C.A., A.C.1LS. 


(Barkeley Book Co Ltd, Stanmore, Middlesex. 5s net) 
In his first chapter, the author reaches four con- 
clusions on examinations ~ that nervousness alone 
will not cause failure, that over-confidence may do so 
if it leads the student to neglect the examination 
requirements, that knowing how to apply the proper 
‘technique’ is important and, lastly, that examiners, 
after all, are human. He then considers if examina- 
tions are worth while (and decides that they are) and 
advises on the ideal conditions for studying, on how 
to make the best use of tutors and text-books, on 
methods of revision and, finally, on examination 
room tactics. Anyone preparing for an examination 
and feeling at all diffident about the outcome should 
read this friendly little manual. 


RECENT PUBLICATIONS 


First SUPPLEMENT TO INCOME TAX AND PROFITS Tax IN 
A NUTSHELL, by The B.C.A. Tutors. 23 pp. 8 X s. 
1s 3d net. Textbooks Ltd, Harpenden, Herts. 

FOURTH SUPPLEMENT TO INCOME Tax, Sur TAX AND 
Profits Tax, Thirteenth Edition, by E Miles Taylor, 

` F.C.A., F.S.A.A. YI pp. 84 X 54. rs 3d net. Textbooks Ltd, 
Harpenden, Herts. 

FREIGHT CONFERENCES AND REBATE TERMS, compiled by 
Roland K. Bridges, MISE, 55 pp. 83 X 5%. 5s net. 
Croner Publications Ltd, Kingston upon Thames. 

THe Prorrrs Tax SIMPLIFIED, 1954-55 edition, by Arthur 
Rez, B.COM.(LOND.), F.R.ECON.S., F.A.C.C.A. 36 pp. 84 X 54. 
ss net. Barkeley Book Co Ltd, Stanmore, Middlesex. 

TAX CASES REPORTED UNDER THE DIRECTION OF THE BOARD 
oF INLAND REVENUE, Vol. 35, Part 3. 9$ x 6. 2s 6d net. 
Her Majesty’s Stationery Office, London. 

Tue Loap oN Top MANAGEMENT — CAN IT BE REDUCED? 
by L. Urwick. 51 pp. 8 X 54. 2s post free. Urwick, Orr 
& Partners Ltd, London. 

SHARES OF No Par VALUE, the Departmental Committee’s 
Report, No. 29 in the ‘Practice Note’ series of the 
Incorporated Accountants’ Research Committee, by 
W. T. Baxter and L. C. B. Gower. 37 pp. 94 X 6. 
4s net. The Society of Incorporated Accountants, London. 

TALKING OF ENGLISH, by P. E Smart. Five articles which 
appeared in the Journal of the Institute of Bankers from 
December 1953 to June 1954. 47 pp. 84.54. 2s 6d net. 
The Institute of Bankers, London. 

ELEMENTS OF INSURANCE, 2nd Edition by W. A. Dinsdale, 
PH.D., B.COM. xv-+184 pp. 9X6. 12s 6d net. Sir Isaac 
Pitman & Sons Ltd, London. 

GREEN SS DEATH Duttss, 3rd (cumulative) supplement to 
the 3rd edition, by H. W. Hewitt, LL.B.(LOND.). 47 pp. 
94 x6. 7s 6d net. Butterworth & Co (Publishers) Ltd, 
London. 

AN INTRODUCTION TO Cost ACCOUNTANCY, Volume III, 
by R. Warwick Dobson, C.A., F.c.W.A. 352 pp. 82X 6. 
37s 6d net., 38s 3d post free. Gee & Co (Publishers) Ltd, 
London. 

How Tue Crry Works, by Oscar R. Hobson. 160 pp. 
745. 6s net. News Chronicle Book Department. 

Tse Mons CLASS Vote, by John Bonham. 210 pp. 
9X6. 21s net. Faber & Faber Ltd, London. 

SmitTH’s A.B.C. oF Income Tax, 1954 edition. Edited and 
Revised by A. E. Bevan. 299 pp. 8X 54. 9s (cloth cover), 
ros 6d (cloth board cover), post free. The Advertiser Press 
Ltd, Huddersfield. I É 
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THE ACCOUNTANT ANNUAL AWARD 
REPORTS OF PUBLIC COMPANIES 


As announced on December 11th last, The Accountant 
will make two Awards in 1955 in relation to the form 
and contents of companies’ reports and accounts. 

One Award was made in 1954 and was presented 
last June to the President of Thos. W. Ward Ltd by 
the then Lord Mayor of London. 

Entry for the two Awards in 1955 is open to 
companies whose shares are quoted on a recognized 
stock exchange in the United Kingdom and the 
Awards will be made in respect of reports and 
accounts laid before companies in general meeting 
within the year ending December 31st, 1954. 

..Particular importance is attached to the adequacy of 
the information given and its presentation. 
. Companies are invited to send, for consideration, 


copies of their reports and accounts (with any 
chairman’s statement circulated therewith) to: 


The Secretary, 
The Accountant Annual Award, 
4 Drapers’ Gardens, London, EC2. 


The closing date for the receipt of entries for the 
1955 Awards is January 31st, 1955. 


The panel of judges is composed of: 


Mr Montagu Gedge, q.c., Chairman; Mr W. L. 
Barrows, J.P., F.c.A. Sir Harold Barton, F.c.a,; 
Lord Latham, J.P., F.A.C.C.A.; Mr Thomas Lister, 
M.A., C.A.; Mr Bertram Nelson, J.P., F.S.A.A.; Mr G.. 
Tyser; Mr Derek du Pré, Editor, The Accountant. + ” 


` 
H 


FINANCE AND COMMERCE E 


-For the Stock Exchange 1954 was a record year. 
Until recently there was little check to the general 
‘advance in values. Reduction in the Bank Rate in 
the spring and the broad increase in industrial 
company dividends provided the market’s main 
driving force. The early months of the new year 
should see no reduction in the power of the latter 
factor. 


New Zealand Accounts 


This week’s reprint gives the accounts of Ross & 
Glendining Ltd which we have recently received 
from Mr E. O. Hunter, F.R.A.N.Z. The business was 
started in wholesale and retail soft goods in 1862. 
It now has its own factories making clothing, foot- 
wear, hats and packagings. 

This year the company has had its ‘red letter day’ — 
the day of the Royal visit. As befits the occasion, the 
accounts are surrounded by pictorial memories of 
the tour of the Queen and her husband through the 
works. 

The accounts are accompanied by a review of 
eight years’ figures which highlight the chief points: 
profits, taxation, dividends, profits retained; the 
growth in shareholders’ funds, in net working capital, 
in net fixed assets after deduction of secured creditors 
and debentures; and in the total of salaries and wages 

. paid. The company now has 1,370 shareholders and 
.1,796 employees compared with 443 and 1,441 
respectively in 1947. 

At this distance from the scene, we have no know- 
ledge of any further accounting service to share- 
holders beyond the annual publication, but if the 
step has not yet been taken, might it not be possible 
for New Zealand to show the Mother country what 
can be done in the way of a half-year position? 
Nothing elaborate, maybe, but enough to show how 

. $% 


things are going. Sir J. Sutherland Ross, the chair- 
man, who received his knighthood from the Queen 
on the historic occasion, might, perhaps, think of cele- 
brating the event with a half-yearly statement such as 
recently suggested by Sir John Braithwaite, the chair- 
man of the London Stock Exchange. 


Metal Box Effort 


Half-yearly statements being in the news, we refer 
to that issued by the Metal Box Co Ltd. Home sales, 
the company stated, were 23 per cent greater than 
for the corresponding period of 1953 and overseas 
group sales 16 per cent greater. Profits before tax, 
of the home group have increased proportionately 
with sales, the overall percentage of profit having 
remained at the same rate as for the previous year. 
Overseas group profits a year ago were on a lower 
basis than at home; this year, an increase in sales has 
been accompanied by an improved rate of profit. 

One must be thankful for small mercies. It is 
something to know that the business is expanding 
and profits likewise. But the directors must have’ 
had figures to be able to calculate the percentages. 
Why not have given them? 


Lord Aberconway’s Remark 


An aside remark by Lord Aberconway, the chairman 
of John Brown & Co Ltd, the well-known ship- 
builders, when introducing the new capital scheme, 
gives food for thought. The present capital set-up is 
£14 million in 44 per cent Cumulative First Prefer-. 
ence {1 units, £700,149 7 per cent Non-Cumulative. 
Preference in 6s units, and £4,307,787 in £1 Ordinary 
units. 

The scheme makes the 44 per cent into 44 per 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Profit-sharing Schemes 


SIR, — Your correspondent ‘P. S. C.’ (November 27th 
issue) may be interested to know that nearly forty 
years ago a colonial bank in which I was then 
employed introduced a profit-sharing scheme which 
proved very satisfactory. Every employee of the 
bank was considered as being a shareholder for the 
amount of his salary; thus, if the bank paid a 10 per 
cent dividend, a manager receiving {1,000 a year 
got an extra £ roo, and the office boy who joined the 
bank in the last week of the year at {1 a week got 2s. 


Yours faithfully, 


London, EC 2. RALPH A. HADRILL. 


Cheque Endorsement 


Sir, — The Chartered Institute of Secretaries is pre- 
pared to support an appropriate legislative measure 
which would abolish the endorsement of cheques 
paid by the payee into his bank account. The Bill 
introduced into the House of Commons on December 
21st purports to do this by creating a legal fiction of 
endorsement by the stamp of the collecting bank. 
Amendment such as this of the Bills of Exchange 
Act, 1882, is not devoid, however, of present and 
future difficulty; the passage of a Bill through Parlia- 
ment is not a foregone conclusion; and the legislative 
solution lacks flexibility, restricts experiment and 
cannot avoid dependence for its success upon public 
response. 

It should not be overlooked, therefore, that current 
banking law and practice already provide for the 
payment of a cheque without endorsement. This 
suggests that careful consideration should be given 
to the adoption of ways and means to encourage the 


general use of ‘crossed bearer’ cheques, instead of 
‘order’ cheques. There is involved no alteration in 
the existing system and, inter alia, negotiable cheques 
would remain available to those whose requirements 
cannot be met in any other convenient way. 

Bearer cheques crossed ‘not negotiable’ obviate 
endorsement and occasion no loss of protection. The 
only limitation is that, although freely transferable, 
they cannot be rendered negotiable. This, however, 
does not result in appreciable or insurmountable 
inconvenience, only three cheques in every hundred 
being negotiated, usually by persons who have no 
bank accounts to get cash. 

Extension of the use of bearer cheques crossed ‘not 
negotiable’ could be facilitated and expedited (a) if 
it is made clear to the public that such cheques are 
not the relatively insecure instruments they are 
erroneously often thought to be; (b) if professional 
and business organizations recommended their use; 
(c) if the large users of cheques set the example; and 
(d) if the banks issued distinctive bearer cheques so 
crossed, except when otherwise requested by their 
customers. 

It should be added that, as chairman of the Cheque 
Endorsement Committee of the Institute, I have 
received more letters advocating ‘crossed bearer’ 
cheques than others containing constructive sugges- 
tions. The Institute is grateful to all its correspond- 
ents, some of whom are your readers. 

Yours faithfully, 

J. R. W. ALEXANDER, 
Chairman, Cheque Endorsement 
Committee, 

THE CHARTERED INSTITUTE OF 


London, EC 4. SECRETARIES. 


NOTES AND NOTICES 


The Accountant 
INDEX TO VOLUME CXXXI: JULY-DECEMBER 1954 
The general index to this volume — July-December 
1954, Volume CXXXI — is published with the present 
issue. The parts of this volume, with the index, can 
now be sent for binding. 


Personal 

Messrs Doucitas Warp & Co, Chartered Account- 
ants,*announce that they are moving their offices 
from 12-13 Grafton Street, London, Wr, as from 
‘January Ist, 1955, to 76 Victoria Street, London, 
` SW. Temporary telephone numbers: Victoria 6291 
arf 5981. Š 

Messrs Graves, Causer & Co, 1-2 Great Win- 
chester Street, London, ECz, announce that as from 


January rst, 1955, they have taken into partnership 
Mr E. J. WOODHAMS, A.S.A.A., A.A.C.C.A., Who has 
been associated with the firm for a number of years. 

Mr RowLAND HALL, F.c.a., of 44 and 46 Orsett 
Road, Grays, Essex, announces that as from January 
ist, 1955, he has admitted into partnership Mr ` 
C. T. N. Bangs, A.C.A., and Mr B. S. COKER, A.C.A., 
who have been members of his staff for some years. 
The practice will continue to be carried on in the 
name of RowLAND HALL & Co. 

Messrs WHITEHILL Marsu ‘Jackson & Co, 
Chartered Accountants, of Kent House, Telegraph 
Street, London, EC2, and Waterloo House, 20 
Waterloo Street, Birmingham, 2, announce that on 
January rst, 1955, they admitted to partnership 


Mr A. S. WILLIES, A.C.A. e wee š 


i 


January ist, 1955 


Messrs Peat, Marwick, MITCHELL & Co, announce 
that Mr D. G. E. BENZIE, c.a., has been admitted as 
a partner in their London office. 

Messrs Lancaster & Co, Chartered Accountants, 
formerly of 30 Waterloo Road, Wolverhampton, 
announce that they have removed to Granville House, 
2 Tettenhall Road, Wolverhampton. The telephone 
numbers will remain unchanged: Wolverhampton 
24261 and 24262. 

Messrs McCABE & Forp, Chartered Accountants, 
announce that the address of their Maidstone office 
is now Market House, Hart Street, Maidstone. 

Mr Joun W. HORTON, F.c.a., of 6 square de 
Opéra, Paris, announces that as from January ist, 
1955, he has admitted into partnership Mr D E. 
VERDON Rog, A.C.A. The firm will practise as Joun W. 
Horton & Co. 

Messrs Futter, WISE, FisHer & Co, Chartered 
Accountants, of 55-61 Moorgate, London, EC2, 
announce that as from January rst, 1955, Mr L. J. 
PRATLEY, A.C.A., and Mr F. KING, A.C.A., both of 
whom have been on the staff of the firm for a number 
of years, have been admitted into partnership. The 
style of the firm will remain unchanged. 

Mr Ricuarp T. GOLDING, F.C.A., practising at 
Central Buildings, 41 North John Street, Liverpool, z, 
announces that, with effect from January Ist, 1955, 
he has admitted into partnership Mr Wm. WINNERAH, 
F.C.A., Mr A. F. CLARKE, F.C.A., Mr R. Norman 
ROBERTS, F.C.A., and Mr L. C. HAMMERTON, A.C.A., 
who are partners in Messrs STEAD, TAYLOR & STEAD, 
Chartered Accountants, of ro The Temple, Liver- 
pool, 2. The style and address of each firm will 
remain unchanged. 

Messrs J. &. J. Sawyer & Co, Chartered Account- 
ants, of 31 Budge Row, London, EC4, announce that 
their senior partner, Mr James DOUGLAS, C.A., who 
has been associated with the firm for forty-eight years, 
has retired from the partnership as from December 
31st, 1954, but his services are being retained in an 
advisory capacity. The practice will be carried on by 
the remaining partners and the name of the firm will 
remain unchanged. 


New Lord Justice General 
Lord Cooper has resigned his office of Lord Justice 
General and President of the Court of Session, 
Scotland, owing to ill-health. He will be succeeded 
by the Rt. Hon. James Latham McDiarmid Clyde, 
Q.C., M.P. 


Dr A. H. Marshall to Visit British Guiana 
Dr A. H. Marshall, B.sc. (ECON.), PH.D., F.8.A.A., 
F.I.M.T.A., D.P.A., City Treasurer of Coventry and 
President of the Institute of Municipal Treasurers 
and Accountants in 1953-54, is travelling to British 
Guiana on February 7th to study the Colony’s 
local government system and make recommendations 
for its reform and extension. During a stay of three 
months, he will inquire into all aspects of local 
government in both rural and urban areas. 

` di 1949, Dr Marshall undertook a similar task in 
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the Sudan and on his return was appointed to a 
panel of advisers for the development of local 
government in the Colonies. 


The Institute of Chartered Accountants 
in England and Wales 


TAXATION AND RESEARCH COMMITTEE 


The seventy -eighth meeting of the Taxation 

and Research Committee was held at the 

Institute on Thursday, December 16th, 1954, 

at 2 p.m. 

Present: Mr T. Fleming Birch (in the chair); Messrs 
R. D. R. Bateman R. P. Brown, P. F. Carpenter, F. 
Carruthers, W. R. Carter, J. Cartner, A. H. Cheney, D. À. 
Clarke, R. W. Cox, W. G. Densem, S. Dixon, S. M. 
Duncan, W. P. Eliott, opp, A. R. English, F. J. Eves, 
E. S. Foden, G. G. G. Goult, G. S. Hamilton, E. A. Harris, 
W. S. Hayes, G. N. Hunter, P. M. Kellett, S. Kitchen, 
E. N. Macdonald, p.¥.c., J. H. Mann, M.B.E., G. P. Morgan- 
Jones, F. S. Mowforth, R. J. Ogle, J. H. Plant, A. H. 
Proud, A. Rayner, C. P. Turner, L. W. Underwood 
E. F. G. Whinney, E. K. Wright, and G. H. Yarnell, with 
the Secretary. 


The late Mr F. R. M. de Paula, C.B.E., F.C.A. 
The Chairman reported with much regret the death 
on Monday, December 13th, 1954, of Mr Frederic 
Rudolph Mackley de Paula, c.B.E., F.C.A. 

Mr de Paula was one of the original members of the 
Committee, its first Vice-Chairman and its second 
Chairman, having occupied the Chair during the 
years 1943-44 and 1944-45. 

The Committee stood in silence as a token of respect. 

Standing Sub-committees 
Reports from the following standing sub-committees 
were received: 

General Advisory Sub-Committee (including pro- 

gress reports by two drafting sub-committees). 

Management Accounting Sub-Committee. 

Taxation Sub-Committee. 

Research Programme Sub-Committee. 


Ad hoc Sub-conunittees 
Reports were received from five special sub-committees, 


Future Meetings 


The next meeting was fixed for Thursday, February 


17th, 1955, at 2 p.m., and the dates for other meetings 
In 1955 are: 
Thursday, April 21st, 1955. 
o June 16th, 1955. 
e September 15th, 1955. 
ie October 2oth, 1955. 
ge December 15th, 1955. 


In Parliament 
Taxes: UNDER-ASSESSMENT INVESTIGATIONS 


Mr Hovucuron asked the Chancellor of the Ex- 
chequer how many intended investigations into 
under-assessment of income tax, both on profits and 
untaxed interest, are now awaiting attention. ° 

Mr H. Brooke: About 30,000 in all. 

Mr Houcuton asked the Chancellor of the Ex- ' 
chequer how the results of investigations into under- ` 
assessment of taxes on income and profits so fr 
completed in. the current year compare with the 
results for the previous year to March 31st, 1954... 


* 
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Mr H. Brooxe: The number of larger cases settled 
in the first six months of the current financial year 
exceeds half of the total number of such cases settled 
in the previous financial year. 

Mr Houcuron asked the Chancellor of the Ex- 
chequer the total number of cases, and the total of 
tax and penalties received, where back duty has been 
recovered following investigations into under-assess- 
ment of taxes on income and profits for the ten years 
to March 31st, 1954; and what progress has been 
made in overtaking arrears of suspected cases of 
fraud and evasion. 

Mr H Brooxe: During the ten years to March 
31st, 1954, 44,917 cases of under-assessment have 
been settled for a total sum of £70,874,284. These 
figures exclude the smaller cases of the class dealt 
‘with in paragraph 77 of the g6th Report of the Com- 
missioners of Inland Revenue. Steady progress is 
being made in disposing of outstanding cases. 


Hansard, Dec. 2and, 1954. Written Answers. Col. 305. 


NATIONAL PRODUCT AND Tax REVENUE 


Mr HAMILTON asked the Chancellor of the Exchequer 
the total tax revenue and the total national income, 
respectively, in each year since 1945; and the former 
figure, expressed as a percentage of the latter, in each 
of those years. 

Mr R. A. BurLer: The figures requested are as 
follows, and are derived from ‘National Income and 
Expenditure 1946 to 1953’: 


£ million 
d (2) (3) 
Central 
Gross Government (2) as 
— national receipts percentage 
product(a) from of (1) 
taxation(d) 

1946 8,646 3,141 36:3 
1947 9,210 3,137 247 
1948 10,250 3:513 34°3 
1949 10,970 3,689 33°6 
1950 11,545 3,707 32'I 
1951 12,715 4,008 31°5 
1952 13,738 4,206 30°6 
1953 14,796 4,196 28:4 


(a) Equals national income plus provision for deprecia- 
tion as stated in Table 1. 


(b) Table 30, item 15. 
. Comparable figures are not available for 1945. 


Hansard, Dec. 2and, 1954. Written Answers. Col. 306. 
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OVERSEAS 'T'AX CREDITS 


Mr ERROLL asked the Chancellor of the Exchequer ` 
if he will publish a list showing country by country 
the overseas taxes which, not being income taxes, are 
nevertheless admitted by the Inland Revenue in 
computing double taxation relief credits. 

Mr R. A. Buren: Credit for overseas tax is 
allowable under the law only where the tax is similar 
to United Kingdom income tax or profits tax, and I 
am not aware that credit has been given for any tax 
which does not fall within this description. 

Hansard, December 21st 1954. Written answers. 
Col. 260. 

Industrial Assurance 


The annual report for 1953 of the Industrial Assur- 
ance Commissioner was published last wech) It 
deals with the industrial assurance business trans- 
acted during the year by 14 companies and rrr 
collecting societies and contains the first actuarial 
survey of companies and societies to be published 
since the report of the Commissioner for 1936. 

Industrial assurance may be briefly defined as the 
business of effecting life assurances where the 
premiums are payable at intervals of less than two 
months and are received by collectors who -make 
house-to-house visits. During 1953, 6,016,000 new 
industrial assurances were effected, a decrease of 
93,000 on the previous year’s figure. The total sums 
assured by new business increased, however, from 
£,267,601,000 in 1952 to £278,764,000 in 1953, and 
at the end of 1953 there were 121,502,000 policies 
in force. 

Holders of industrial assurance policies paid in 
premiums a total sum of {143,065,000 during 1953, 
the highest figure ever recorded. Management 
expenses of companies were equivalent to 30°5 per 
cent of the premium income and of societies 35-2 
per cent. During the year, claims amounting to 
£34,330,000 were paid on death and {34,578,000 on 
maturity of endowments, 1,601,000 paying policies 
were converted to free policies, 2,114,000 policies 
were surrendered for cash and 1,158,000 were 
forfeited without grant of a free policy or cash 
surrender value. 

The main feature that emerges from the survey 
of valuation returns in the report is the increase 
since the last survey in the volume of endowment 
business to more than six times its former amount 
in the case of societies and to more than three times 
in the case of companies. 


1 Report of the Industrial Assurance Commissioner for the year 
953. H.M.S.O., Price 3s 6d net. 






Telephone: Victoria 2002 (3 lines) 
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The Chartered Accountant Students’ Society 
of London 


The spring session will open with a meeting at 
5.30 p.m. on .Thursday, January 6th, to hear a 
lecture on ‘The valuation of current assets’, by 
Mr David Solomons, B.COM., A.C.A., Reader in 
Accounting in the University of London. 


The Association of Scottish Chartered 
Accountants in the Midlands 


The second meeting of the winter session was held at 
the Chartered Auctioneers’ and Estate Agents’ 
Institute, Colmore Row, Birmingham, on December 
15th, when the guest speaker was Dr J. M. S. Risk, 
Controller of Accounts, The Brush Group of 
Companies, 

The subject of Dr Risk’s address was “The 
accountant in industry’, and in his talk he illustrated 
certain points by means of charts and diagrams. 

He stressed thé importance of the accountant’s 
contribution to management in modern industry by 
the manner iz which statistics of finance and costs 
could be presented. 


Hockey 


CHARTERED ACCOUNTANTS’ XI v. CHARTERED 
SURVEYORS’ XT 
The annual match between the Chartered Account- 
ants’ XI and the Chartered Surveyors’ XI was 
played on December 2and at Old Deer Park, Rich- 
mond, and resulted in a draw 1-1. 

The Chartered Accountants moved into the attack 
from the start and kept up the pressure for long 
periods without any success mainly due to the fine 
performance of the Chartered Surveyors’ goalkeeper, 
D. Pitcher. 

The start of the second half again found the 
Chartered Accountants in attack and they were 
rewarded when, following a movement down the 
left wing between R. Myers and J. A. Hume, E. C. 
Harris scored. Shortly afterwards the Chartered 
Surveyors carried out a similar movement and J. S. 
Blunt scored the equalizing goal. The Chartered 
Surveyors now attacked strongly but with resolute 
tackling and hard clearances to the wings, the Char- 
tered Accountants defended well and the match 
ended in a draw. 


LONDON STUDENTS’ SOCIETY r, BRISTOL AND CARDIFF 
STUDENTS’ SOCIETY 2 


London students entertained students from Bristol 
and Cardiff at the Old Deer Park, Richmond, on 
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December 14th, and a keenly contested game ensued. 
The West Country team settled down more quickly 
than their opponents and within a few minutes, good 
mid-field play by Harris created an opening which 
resulted in Cecil beating Kinross with a fast shot. 
Luck broke away for London and although his shot 
was well saved by Burrows, Mann made no mistake 
from the rebound. Bristol and Cardiff now forced a 
number of corners and eventually took the lead onc 
again when Cecil scored. 

During the second half the London Society 
improved and their passes began to find their men. 
The West Country forwards also made a number of 
fast attacks but Neill at centre-half was prominent in 
breaking them up. Kinross and Burrows both made 
good saves before the final whistle blew. 


Crossword for Christmas: Solution 


The solution to the crossword problem published in 
last week’s issue, is as follows: 
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SEVENTY-FIVE YEARS AGO 


From he Accountant or JANUARY 3RD, 1880 
Extract from leading article entitled 
Tuer City or GLascow BANK 


Having regard to the magnitude of the disaster, 
and the wide-spread inconvenience caused by the 
collapse of the City of Glasgow Bank, the calmness 
and quiet which prevailed at a meeting of those 
concerned in the affair the other day certainly speak 
volumes as to the ability displayed by the liquidators 
in the performance of their task. The meeting was 
called for Tuesday last in Glasgow, to receive a 
report of the liquidators in accordance with statutory 
provisions. The text of the report was given in our 
last issue, and we then took occasion to remark upon 
its eminently satisfactory character regarded as an 
evidence of the skill and celerity shown by the 
liquidators in the winding-up. 
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TAXATION DIPLOMA 


Results of First Examination held in November 1954 
LIST OF SUCCESSFUL CANDIDATES, SECTIONS I AND II 


Anderson, E. R., Tywardreath, Par. 
Anderson, I. S., Aberdeen, 
Applebaum, D., Leyton, Ero. 
Appleton, Miss K., Grimsby. 
Ashton, M, L., London, N22. 
Avery, E. W., Shoreham-by-Sea. 


Baldry, S. F., Dawlish Warren, Devon. 
Ballinger, A. v Halifax, Yorks. 
Banham, E, W Jx Leighton Buzzard. 
Banks, Mrs J. H., ' Brentford. 

Barwick, J., Sutton Coldfield. 

Baxter, L. N., Glasgow, S4. 

Bennet, Š St London, Wr. 

Best, E. W., Harrow, Middlesex. 
Beves, H. I, Romford, Essex. 
Binnington, K., Southall, Middlesex. 
Bird, R. F., Walsall, Staffs. 

Blacoe, R., 'Preston. 

Bleasdale, F, F., St Annes-on-Sea. 
Bowdrey, S. E., Leigh-on-Sea. 

Brady, J. A., London, NW3. 

Bridges, F, D., Harrow, Middlesex. 
Bridle, J. E., Lancing, Sussex. 

Briggs, H. F., Barnstaple. 

Brown, E. j. Luton, Beds. 

Brown, H. G., Manchester. 

Brown, W. D., Edinburgh, 8. 

Brown, W. E., Cardiff, : 
Bryant, A. W., Dawlish, South Devon. 
Burgess, F., Colne, Lancs. 


Carmichael, A. H., Edinburgh. 
Chapman, A R., River, Dover. 
Charles, P. R., Liverpool, 3. 
Charleton, Miss R., Belfast. 
Checketts, 5., Pershore, Worcs. 
Cherry, J. G., Watford, Herts. 


Chesman, R , Grantham. 
Christmas, ya T, Gee Kent. 
Clapperton, G . R., Edin urgh, o. 


Clark, C. P., Brentford. 

Clark, Miss V. B. E., Bentham near. 
Cheltenham, 

Clark; Miss V., Prescott, Lencs. 

Collins, T. A., Cheltenham. 

Cook, P. B., Highgate, N6. 

Cowan, s. A. Acton, W3. 

SCH Miss P., Monkseaton, Northumber- 
an 

Craw, A., Mansfield, Notts. 

Crewe, P. E., Otley, Yorks. 

Curtis, D. J., ' Birmingham, 26. 

Curzon, R. R., Barnet, Herts. 


Dale, S. D. V., Darwen, Lancs. 
Darnell, C. W., Chesterfield. 
Davidson, A., Cupar. 

Davies, A. R., Newcastle under Lyme. 
Davies, Miss D. I., Brecon. 

Davis, R., London, NWz. 

Dennis, F. H., London, Na 
Desmond, P., "London, SW17. 
Dickinson, W. G., Manchester, 21. 


Diba C. Vs. Enfield. 

Dixon, G. W., Liverpool, 21. 
Dodds, H., Redcar. 

Dodson, D., near Ipswich. 
Donfiett, W. R., Barry, Glam. 
Douglas, S. R., ‘Glenrothes, Fife. 
‘Drabble, W. R., Chippenham. 
Driscoll, J. A., Romford. 
Dunwell, A., Halifax, Yorks. 


Edwards, H. J., Plymouth, Devon. 
Ellis, J. G., Manchester, ro. 


A further 112 candidates passed Section I only and 26 candidates passed Sectiog IT only S 
° 


Fairhurst, f., Accrington, Lancs. 
Fallows, A., Portsmouth. 

Farrage, N. W., Oxford. 

Fawell, A. T., Stockton upon Tees. 
G. M., Barnet, Herts. 


, Manchester, 20. 
Fitzmaurice, F., London, SEg. 
Fletcher, H. D., Leeds, 7. 

Foreman, L., Cardiff. 

Forsyth, T. C., Liverpool, 21. 
Fraser, K. J., Edinburgh, II. 

Fury, G. A:, Newcastle under Lyme. 
Futtit, P. J., ' Nottingham. 


Gee, R. R., Newcastle upon Tyne. 
Gentle, D., Birmingham, 2r. 
Gilbert, D., Birmingham, 14. 
Girvan, R. TL. Belfast. 

Goddard, Miss L. M., London, Err. 
Goodall, A , Burnley. 

Gray, A. SE Glasgow, 54. 

Green, G., Middlesbrough. 
Gumbrell, `B. A. Weybridge. 


Hale, T. J., Leighton Buzzard, 
Hall, A. G., Oldham, Lancs. 
Hall, R., Wallasey, Cheshire. 
Hanton, J. P., Liverpool, 20. 
Harker, J. L., Hartlepool. 
Harling, B., Nottingham. 
Harrison, M., Lymington. 


Hobbs, H., Devizes, Wilts. 
Holder, K, Oxford. 
Horn, J. G., London, SW16. 


Holmes, D: La, London, E4. 
Horner, G. S., Timperley, Cheshire. 
Humble, J. W., Windsor. 
Humphries, E. Te, Wycombe, 


J uni ton A. D., Newton Abbot, 
Jenkins, E. J., Eastbourne. 
Jones, A. H., "Warrington, Lanes. 


Kelly, E. Manchester, 9 

Kent, D. L., Belvedere, Kent. 
King, C. T Southall, Middlesex. 
Kitchen, R. W., Lincoln. 


Levitt, A. G., Edinburgh. 
Lock, S. St SE Cheshire. 
Lothian, R. O., Bedmond, Herts. 


McAllister, A. H., Belfast. 
ee Ei ST Green, Gier 
McGinty, M. F., Liverpool, 2 
EE C. W., Wallsend, Norham 
a 
MBa, P., Belfast. 
McKeon, aling, W5. 
McMullen, J. C., Belfast. 
McWhirr, M. R., Rutherglen, Lanarkshire. 
Mace, A. j s; Great Yarmouth. 
Macer, R., Kales Green. 
Mackie, S. E , Bedminster, Bristo), 3. 
Maltby, J. G. Nottingham. 
Matthewson, G. L., Northumberland 
(Blythe). 
Meadows, R. A., Redcar. 
Miller, A., Larkhall, Lanarkshire. 
Miils, W. A „ Plymouth, Devon. 
Mitchie, a "Doncaster. 
Moore, A. C. Sunbury-on-Thames. 
Morfitt, T. E., London, SE23. 
Morris, L. E., ‘London, ‘Nur. 


Neale, J., Reading. 

Newland, Miss W. F., Dudley, Worcs. 
Nock, H., Hitchin, Herts. : 
Northing, P., Cheltenham. 
Northmore, F. V., Taunton. 


O’Brien, L., London, SExrs. 
o’ Mahoney, Miss, Leyton, Ero. 
Owen, R. , Crewe, Cheshire. 


Pack, V. ee Shirley, Southampton. 
Palmer, E , Manchester, 14. 
Pattenden, K. F. C., Torquay. 
Pearson, H. W., Banbury, Oxon. 
Peate, F. T., Liverpool, 20. 

Peel, J. pe Nottingham. 

Pegler, A. J., Whitton, Middlesex. 
Pendleton, E. R., Grimsby. 

Pettit, T. E. K., Hassocks, Sussex. 
Pickard, E. N., Birmingham, 2. 
Powell, K., Runcorn, Cheshire. 


Ratcliffe, S. M., Bexley Heath. S 
Reed, H. T., Guiseley, Yorks. 

Rimmer, N., Southport, Lancs. 
Rimmer, S. J., Southport, Lancs. 
Robertson, W. K., Romford. 

Round, A. W., London, WC, 

Rowell, R. H ge ‘London, SW. 

Russell, J. S., Glasgow, 54. 


Sayer, M. J., Margate. 

Shackleton, W W. C., Nelson, Lancs. 
Sharpe, K . Leicester. 

Shaw, J. M., Dunfermline, Fife. 
Simpson, J. CG R., Dundee. 
Simpson, R. H., Upminster, Essex. 
Smith, E. O., Stroud, Glos. 

Smith, I., Zeg St Helens, Lanes. 
Smith, J. V., Bromley, Kent. 
Smith, R., e SE27. 
Smoothy, J. F . F., St Leonards-on-Sea. 
SE Kë Burn! ey. 

Stiley, A. E., Newport, Mon. 
Summers, H. G., Sevenoaks, 

Swift, P. G., Solihull, Warwickshire. 


Terry, Mis P., Salisbury. 
Thomas, D., Pontyclun, Glam. 
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CITY SURVEY 


EW who work in the City of London are fully familiar 
Bee: all its diverse commercial] functions. There is therefore 

something for almost everyone who congregates within the 
famous ‘Square Mile’ during business hours, in the new and 
completely revised edition of Mr Oscar Hosson’s book How the 
City Works.1 Not only does it make clear the significance of many 
occupations connected with the money and commodity markets 
but it also explains in simple terms the overall pattern of which 
each separate activity represents an interlocking part. 

Mr Hosson, who we congratulate on his knighthood in the New 
Year Honours, sets the scene in his opening chapter when he 
divides the City topographically into two ‘concentric’ squares. 

The inner square is the financial district and contains the head- 
quarters of the banks and insurance companies and the Stock 
Exchange. The outer square embraces the markets and exchanges 
for such commodities as grain, metals, tea, rubber and textiles. 
The essential services which the inner square or ‘the City proper’ 
renders are four in number. It provides the means for settling 
accounts without the use of notes or coins; for raising finance 
for the production and manufacture of commodities; for collecting 
and investing the country’s savings; and for the exchange of 
foreign currencies. The logic of Mr Hosson’s division of the City 
soon becomes apparent. It is no accident of chance that the outer 
square of commodity markets, where the tally of transactions is on 
a scale much in excess of the ready resources of their operators, 
is gathered closely round such an unrivalled centre of credit and 
finance. 

Of the mechanics of these monetary processes and the customs 
and traditions associated with them which time and usage have 
evolved, Mr Hosson writes with crispness and authority and, 
despite the deprecating remarks in his foreword, he is particularly 
luminous on the difficult subject of exchange control which he 
would like to see abolished as soon as possible. The only adverse 
criticism which we would venture on the book as a whole is that 
nowhere does it make reference to the part which the accountancy 
profession plays in helping the City to operate smoothly. In the 
daily babel of bargaining which goes to make up its business, the 
existence of the accountant’s independent opinion is invaluable- 
and without it the tempo would be slowed down appreciably. For 
this reason, if for no other, the contribution which the profession 
makes to the commercial life of the City should not go unacknow-_ 
ledged, especially in a survey so admirable in its grasp of essentials . 
as that written by Mr Hosson. e 


1 News Chronicle Book Department. 6s net. 
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ESTATE DUTY PROBLEMS 


BANK OVERDRAFTS AND INDUSTRIAL ASSETS 
by A. R. ENGLISH, A.C.A. 


Assets Attracting 45 per cent Relief 


OST professional men would agree thet 
| \ / | advising a client who holds shares likely 
to be valued at death under Section 55, 
Finance Act, 1940, on the best methods cf 
minimizing the consequential liabilities to estate 
duty has never been an easy task. ‘The ameliora- 
tion of the position of that class of taxpayer by 
certain of the provisions of Part IV, Finance Act, 
1954, is still fresh in our minds, but how many 
have appreciated the extent of the further 
responsibilities thrust upon the professional 
adviser by Section 28, Finance Act, 1954, whica 
gives relief, at the rate of 45 per cent of the rate 
appropriate to the whole estate, on ‘the relevant 
proportion of the net value of the shares in or 
debentures’ of a company which fall to be valued 
under Section 55, applicable to that company’s 
interests in the following assets: 

‘Industrial hereditaments used in and occupied 
for the purposes of the company’s business and 
machinery and plant so used.’ 

henceforth described as “specified assets’? ‘Thus, 
in general terms, the duty applicable to the 
proportion of the value cf the shares in or 
debentures of a Section 55 company applicable 
to the specified assets will be abated by 45 per 
cent. In view of the considerable premium which 
is being placed on making the relevant proportion 
applicable to such specified assets as large as 
possible, it is obvious that anybody called upon 
to advise in this connection will study most 
closely the rules dealing with this matter as laid 
down in Section 31, Finance Act, 1954. 


Calculation of Relevant Proportion 


Section 31 (5), Finance Act, 1954, lays down in 
the following terms how the proportion attracting 
relief is to be calculated: 


‘(5) In determining for the purposes of Section 23 
... Of this Act what part of the value of any 
shares in or debentures of a company is 
attributable to the value of particular assets — 
(a) the value of the shares or debentures shall 

° be apportioned in proportion to the net 
value of the company’s assets after 
° allowing for liabilities other than liabilities 
in respect of shares in or debentures of 

° the company; 
It will thus be noted that there is a specific 


prohibition on the deduction of any debenture 
Hability; for this purpose debentures and shares 
have to be regarded as the true capital of the 
company. 

In this context there can be no doubt as to the 
interpretation to be given to share capital, but 
for the purposes of defining debentures, refer- 
ence is necessary to Section 59, Finance Act, 1940: 

*“Debenture” means, in relation to a company, 
any obligation of the company in respect of any 
loan capital issued by the company otherwise than 
as consideration for a loan made to it in the 
ordinary course of a banking business, or in 
respect of any debt incurred by the company ~ 

(a) for any money borrowed by the company, 

otherwise than by way of temporary loan made 
in the ordinary course of a banking business; 

In view of this wide definition of debenture, 
it would appear that almost any borrowing of 
money other than from a bank will be a debenture. 

If such is the position, we are faced with a 
balance sheet which has on one side debentures 
and share capital and on the other side the net 
value of the company’s assets and it is the 
apportionment of this net value which will 
determine the extent to which the 45 per cent 
relief will accrue. 


Application of Liabilities 


Before, however, passing to this calculation, 
reference should be made to Section 31 (6), 
Finance Act, 1954, in which is laid down how the 
company’s liabilities, other than debentures, are 
to be applied in order to arrive at the net value 
of its assets. The material part of the subsection 
reads as follows: | 


“In arriving at the net value of any assets... 
by reference to the value of which, duty is to be 
charged at a reduced rate . . . any allowance to be 
made for liabilities incurred for the purpose of 
the business . . . of the company whose assets 
they are... shall be made... from the value of 
the assets used in the business other than such 
assets as aforesaid, except that any allowance for 
secured liabilities shall be made from the value 
of the assets which are, rather than the value of 
the assets which are not, included in the security.” ` 


In brief, all deductible liabilities, other than 
secured liabilities not classified as debentures, are 


to be deducted primarily from the value of the 
° ° ” . 
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assets not attracting relief. This, perhaps, ‘can 
be best understood by the following example: 











Share capital and debentures Assets 
£ £ £ 
Unsecured loan .. 10,000 Specified 20,000 
Capital (all in ord- 
inary shares) .. 10,000 Other . « 20,000 
Reserves .. 10,000 «Less Liabili- 
ties . 10,000 
10,000 
{30,000 £30,000 





—— 





On such figures, it would appear that the 
apportionment required by subsection (5) would 
be on the following lines: 











Total Attributable to 
Specified Non-specified 
assets assets 
£ £ £ 
Unsecured loan 10,000 6,667 3,333 
Share capital 20,000 13,333 6,667 
£30,000 £20,000 £10,000 








ies k 





Of course, only a minority of companies are 
able.to obtain unsecured loans. Most companies 
must give security, by way of fixed or floating 
charges, or both, if they are to raise loan capital. 
An example which readily springs to mind is a 
mortgage on a factory. Unless Section 55 (2) (c), 
Finance Act, 1940, could be invoked, there would 
appear to be no right to apply any secured 
debenture against the pledged asset in the 
apportionment of the net value of the specified 
assets between debentures and shares, for 
Section 31 (5), Finance Act, 1954, specifically 
refers to net assets before deduction of liabilities 
for debentures and Section 31 (6) is only con- 
cerned with the application of such liabilities as 
are deductible in computing the net value of the 
company’s assets to be apportioned between 
debentures and shares. 

On such a premise it would follow that the 
giving of security to a debenture-holder would 
in no way reduce the 45 per cent relief, but, of 
course, if a debenture is in existence, part of the 


- 45 per cent must be apportioned thereto. In 


many cases, however, it is not possible to avoid 
borrowings and having regard to the difference 
in treatment between a debenture, secured or 
otherwise, and a bank overdraft or loan — which 
under Section 59, Finance Act, 1940, is not to be 
treated as a debenture — all professional men will 
pay much attention to the domicile of such 
liabilities. 

The importance of this difference in treatment 
cag be more easily understood by reconstructing 
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the pro forma balance sheet already given and 
substituting for an unsecured loan a bank 
overdraft of the same amount, secured by a 
mortgage on one of the specified assets, e.g. a 
factory. 


£ £ £ 


Share capital... 10,000 Specified assets.. 20,000 




















Reserves 10,000 Less Secured 
bank overdraft 10,000 
10,000 
Other asets .. 20,000 
Less unsecured 
liabilities — .. 10,000 
10,000 
£20,000 {£20,000 
=O 
Total Attributable to | 
Specified Non-specified 
assets assets 
Share capital £20,000 £10,000 £10,000 





——— a] 





Thus a change in the nature of a company’s 
indebtedness has, in the example given, reduced 
the portion of the value of the shares attracting 
45 per cent relief from £13,333 to £10,000. ` 


Bank Borrowings 


The example given illustrates the problem in its 
most simple terms, but it does suggest that 
borrowing by way of bank overdraft, secured on 
assets attracting relief, will have a penal effect on 
the shareholders of Section 55 companies. 

Security taken by bankers for loans and 
overdrafts often covers both classes of assets. 
It is quite common to find the following combina- 
tions of charges: 


(1) fixed charge on specified fixed assets and a 
floating charge on current assets; 

(2) second fixed charge, ranking behind a first 
mortgage to an institutional investor, on 
specified fixed assets and a floating charge on 
current assets; 

(3) first floating charge on all current assets with 
an undertaking to give a fixed charge on 
certain fixed assets if called upon so to do. 


To date, few of us have had an opportunity of 
discovering how the Estate Duty Office is going 
to interpret Section 31 (6), Finance Act, 1954, 
but clearly there is going to be plenty of scope for 
divergence of opinion. Is there going to be a 
pro rata division in cases in which a bank over- 
draft is charged on all assets? In the case of the: 
second type of bank charge listed above, is the | 
first mortgage, which is not a deductible liabiléy 
for the purpose of calculating the net value of the 
assets attracting the 45 per cent relief, to be 
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brought into acçount when computing the value 
of the specified assets held by the bank under 
its second charge? 


A Premium on Sudden Death 
From a study of some of the anomalies suggested 
in this article one might think that in many cases 
the 45 per cent relief may be almost illusory. So 
it may be in many cases deserving relief, but in 
many others it would appear that relief will be 
bestowed with great abandon. 

Let us imagine the case of a wealthy man 
dying shortly after he had sold all his shareholding 
in a company in which he had a controlling 
interest up to the date of sale. With the proceeds 
of the sale of the shares he had advanced a 
considerable sum to the company by way of a 
mortgage debenture and had restricted the 
company’s right to borrow from its bankers to 
an overdraft secured by a floating charge on its 
current assets. Would his executor not be 
entitled to claim that the mortgage debenture 
passing at death should be valued under the 
provisions of Section 55, Finance Act, 1940? 
That position established, it would appear that 
the 45 per cent relief would be obtainable on 
what might well be a. gilt-edged investment. 
Strange are the turns of the wheels of fate; 
before long, underwriters will be asked to insure 
against survival during the next five years. 
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Conclusion , 


Pending clarification of some of the admittedly 
difficult questions raised, what course of action 
should a professional man advise in the case of 
a Section 55 company with large liabilities by 
way of bank indebtedness? 

Clearly, steps should be taken to see that the 
bank releases any charge it has on specified assets. 
This may necessitate the reduction of the 
overdraft, which can perhaps best be done by 
raising a mortgage or debenture secured on the 
specified assets from a private investor or one of 
the institutional investors, for by so doing, a 
direct reduction in the net value of the specified 
assets is avoided. Of course, if the controlling 
shareholder has sufficient outside funds it would 
be to his advantage to take up the mortgage 
himself, since on his death, the duty on the 
mortgage will be reduced by its share of the 
45 per cent relief. 

In this article, only a few of the problems 
which Part IV, Finance Act, 1954, poses have 
been raised. Without doubt, with time and 
patience, they will all be resolved, but it does 
seem strange that a measure passed to give relief 
from an oppressive method of taxation should 
bestow its bounty in such a manner as to make 
a man’s liability to a tax on capital depend as 
much on the nature of his liabilities as on the 
value of his assets. 


ARTICLED CLERKS 
IN INDUSTRIAL ORGANIZATIONS 


BYE-LAW 58(c) AND ALL THAT 
by MARTIN SHAW-BAKER, an Articled Clerk 


which an articled clerk may apply to the 

Council of The Institute of Chartered 
Accountants in England and Wales for permission 
to spend up to six months in an industrial organ- 
ization, are fairly widely known. Occasionally, 
reference is made to them at student society 
functions or through the publications of the 
Institute, but it is seldom that one hears from an 
articled clerk himself of his experiences under the 
scheme. 

My object in writing this article is to attempt 
` to show why the scheme seems to be — unfortu- 
- nately, in my opinion — more or less neglected 
and to give some publicity to a part of my training 
which I found exceptionally interesting, instruc- 


Ts provisions of bye-law 58 (c), under 


tive and enjoyable. It is not my intention to suggest 
that all articled clerks should take advantage of 
the scheme, but rather to recommend those who 
are interested to go ahead and make definite plans. 


The Most Suitable Time 


In order to interrupt study programmes as little 
as possible, I consider that the period immedi- 
ately following the Intermediate examination is 
the most suitable one in which to go into industry.. 
At this stage in his articles the clerk has enough 
experience behind him to benefit from some new 
form of practical training. . 

A principal has to sanction his articled clerk'g 
application to the Council, and I feel sure that 
refusal to do so would be ynusual. An enlightened 
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principal will consider his articled clerk’s position 
first; his possible objection on the grounds of the 
temporary loss of his clerk’s services may be offset 
by ‘relief at the prospect of peace and quiet for 
six months. 

It is not so much the difficulty of obtaining the 
principal’s permission, as the making of arrange- 
ments with an industrial concern which presents 
the main stumbling block, and this is, I think, 
the principal reason why the number of bye-law 
58 (c) applications appears to be so low. 


The Real Problem 


I disagree with the widely-held view that the 
type of organization which is suitable for indus- 
trial training and which will agree to accept 
an articled clerk for this purpose is limited to a 
few of the larger groups of companies. J believe 
that the words ‘industrial or commercial business 
or other suitable organization’ in no way limit the 
articled clerk’s scope of choice. The real problem 
is to get industry to sav ‘yes’. 

It is unlikely that both the principal and his 
articled clerk are entirely without any form of 
contact which might be utilized for the purposes 
of bye-law 58 (c). If industrial concerns show 
little enthusiasm for the scheme it is probably 
because they are, for the most part, ignorant of 


it and not because they are unwilling to give it - 


a try. An articled clerk who has no obvious con- 
nection with an industrial organization need not 
feel that his chances of training in industry are 
hopeless: it is merely up to him to make the first 
move, and if he is not prepared to do this, then 
it is his own fault if he is left at home. 

As far as the actual making of arrangements is 
concerned, it would seem sensible to make some 
provisional plans before sitting the Intermediate 
examination and thus avoid any unnecessary delay 
once the ‘pass’ notice comes through. This may 
seem rather like tempting providence, and is 
perhaps impossible in some cases, but the object 
is to leave the clerk as much time as possible after 
his industrial training to work for the Final 
examination under normal conditions. 

The type of organization chosen depends on the 
circumstances, but although the big companies 
may be able to offer a greater variety of experience 
and can probably afford to treat the articled clerk 
exclusively as a student, I am of the opinion that 


“ the average, medium-sized concern offers equally 


valuable experience and has an advantage in 
being able to present a complete picture. I must 
admit bias towards the latter, having recently 
Spent six months with such a firm of engineers: 
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my knowledge of bye-law 58 (c) training in the 
larger type of company is only second-hand. But 
in any case a generalization is dangerous because 
there is no set course of training under the 
bye-law 58 (c) scheme. 


Advantage of Industrial Training 


In attempting to assess the advantage of industrial 
training to an articled clerk, I can only take my 
own particular case, which I have no reason to 
believe was extraordinary. 

Any hopes I might have had about a six-months’ . 
joy ride were shattered by the managing director 
who, immediately I joined the company, politely 
informed me that his firm was not a philanthropic 
institution, and that if I was to stay the six months, 
I would have to earn my keep. He meant it. 

After a general introduction, I began in the 
costing department, doing routine revisions and 
calculations until I had acquired a reasonably 
thorough knowledge of the costing system. 

From there I was moved on to a variety of jobs 
connected with costing and eventually I was 
allowed to take charge of some of them myself. 
Probably the most interesting work I did was in 
connection with the installation of a system of 
standard costing, which was designed to give 
better information to the management in order 
to enable them to tackle the problem of increasing 
competition. 

During the whole of this time there was a fair 
amount of blood, sweat and tears, and my limited 
technical knowledge meant that I learnt much by 
the painful process of making mistakes. 

Towards the end of my training, I specialized 
less in costing and spent more time in other 
departments, particularly with the company 
secretary: whether I was paying the wages or 
plodding through lengthy Government contracts 
mattered little — it was all good, useful experience, 
and I was glad of it. 


Broadening of Outlook 


What I got out of the bye-law 58 (c) scheme was 
something more than academic interest: I was 
fortunate to gain practical experience in subjects 
which for me had so far been text-book mysteries 
— standard costing for instance ~ but I felt that 
the real advantage was the whole-time experience 
of a completely different environment and,the 
consequent broadening of outlook which it gave. 
I was able to see for myself what kind of career 
is open to the accountant in industry, and how it 
compared with life in the profession. ° 

Finally — a not unimportant point — it was good 
fun and I enjoyed it. 
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INVESTIGATIONS FOR PURCHASE-II 


by FREDERICK A. J. COULDERY, A.C.A., A.A.C.C.A., A.C.C.S. 


Accounts (continued) 
Fixed assets 


N so far as these have not been discussed pre- 
[vee the fixed assets should be identified 

and described briefly, and a note made of any 
capital commitments in relation thereto. 

Where the business has many fixed assets of 
comparatively short life the (replacement pro- 
gramme hould be ascertained and details afforded 
the prospective purchaser. 


Investments 


The market value of investments should, if 
possible, be established, and where this is 
materially different from the book value, an 
adjustment should be made in the current 
accounts to show such assets at their realizable 
value. 

Where dividends are not being received, or in 
cases where the capital of the investment would 
appear to be in jeopardy, comment would be 
appropriate so that the prospective purchaser is 
not misled as to the security of such capital. 

In the case of trade investments, details should 
be given of the reasons for such holding and the 
benefits arising therefrom (if any). 


Stocks 


The investigating accountant should see the 
detailed stock sheets and should apply auditing 
technique to these, paying particular regard to 
the valuations pleced thereon. Obsolete or un- 
saleable stock should be written down to a purely 
nominal figure, and the accountant should not 
hesitate to make any adjustments he considers 
necessary for the purposes of the figures he will 
supply to his client. 


Work in progress 
The basis of valuation should be ascertained and 
where oncost is included, calculations should 
be made to ensure that this is not excessive. 
The treatment of any payment on account of 
such work in progress should be established and 
whare the valuation appears unduly conservative, 
an estimate might be made, to advantage, of the 
' profit atcruing on such work. 
` En the case of contractors, regard must also be 
Paid to such matters as maintenance periods, and 
provision should be made for any expenses and 
retention moneys arising on this matter. 


Debtors 


An examination should be made of all debtors, 
and trade debtors should be analysed to show the 
period for which the accounts have been out- 
standing. This will assist in determining whether 
any provision is required for doubtful debts, and 
in relation to turnover, will also provide an 
indication of the finance required for credit sales. 
Any extraneous items, including loans to staff, 
should be the subject of comment if material. 


Cash 


Where cash balances are large, the investigating 
accountant would do. well to count these and 
ensure that, for example, petty cash balances are 
not indiscriminately used for the making of loans 
to the staff and others. Cash at bank should be 
verified, if possible by certificate from the bank, 
and a reconciliation made. 


Sales 


Where possible, sales should be analysed by type 
so that disclosure is made of the lines in which 
the majority of the business arises. They may 
also be analysed to advantage by reference to cash 
or credit sales, and if comment is not made else- 
where in the report, this subject is a good place 
in which to deal with the general identification of 
customers. 

If possible, analysis should be made of the 
turnover by such headings as mail-order business, 
counter sales, travellers’ sales, etc., and it may 
also be possible to relate the provision for bad 
debts to the different modes of selling. 

Customers themselves may also be the subject 
of comment since a prospective purchaser will 
obviously be interested to know whether the 
business is essentially of a casual or recurring 
nature, and whether, in a competitive market, 
the business is trading with many of the larger 
concerns who require the products supplied by 
the business. In the case of wholesale traders, for 
instance, it may be possible to analyse the sales 
ledger accounts into groups showing the annual 
turnovers, e.g. {roo to {500 per annum; {500 
to {£1,000 per annum, etc. 

In any event, since it is from sales that the life- 
blood of a Business flows, as much information 
on this subject should be obtained as possible, 
and the investigating accountant must therefore 
go beyond the books of account to ascertain sach 


a=. 
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matters as the percentage acceptance of tenders, 
the commercial and financial position of largé 
customers, and other diverse matters. 

The investigating accountant should also make 
inquiries as to the present general state of the 
particular trade, and reference should be made 
in the report of such information as he has been 
able to ascertain on such topics as the probable 
future trend of demand and public tastes. 

Particularly in the trades where public tastes 
or fashions are notoriously fickle, the accountant 
should be careful to point out to his client the 
necessity for keeping abreast of such changes in 
public taste if sales are to be maintained at 
current figures. 


Purchases 


The source of the business’s purchases should 
be investigated, and regard paid to any difficulties 
in supply or quota restrictions imposed by the 
suppliers. The majority of raw materials are now 
freed from Government control, but the investi- 
gating accountant would be well advised to 
ensure that, for one reason or another, there is no 
likelihood of the business experiencing difficulty 
in obtaining supplies in the future. 

Where possible, details should also be included 
in the report of any special discounts or rebates 
afforded the business by the suppliers, since these 
are frequently on sliding scales, and variations in 
purchases may result in rebates of greater or less 
proportion. 


Expenses 

Whilst the nature of the expenses will generally 
be apparent from the summarized accounts, brief 
details of the main items would be appreciated 
by a prospective purchaser. Any extraneous 
expenses (e.g. legal expenses in connection with 
acquisitions of property, losses on sale of fixed 
assets) should be eliminated in the course of 
adjusting previous years’ accounts to a consistent 
basis. 


Depreciation 
The basis of depreciation and any changes which 
have occurred therein in recent years should be 
ascertained, and attention should be paid to the 
adequacy, or otherwise, of this charge. 

Where the company is working a wasting asset 


"3 (e.g. a mineral deposit), if depreciation has not 


been provided on a scientific basis, such as output 
tonnage, this should be the subject of comment, 
as should also the case where no depreciation has 
been provided on such a wasting asset. 
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Taxation 


The taxation computations of all previous years 
should be seen and a note made of the expenses 
disallowed for tax purposes. 


Profits tax 


Where the business is operated within a company 
and profits have been subjected to profits tax, 
there will invariably be accumulated non-distribu- 
tion relief. This represents a contingent liability 
as, should the company be liquidated, a distribu- 
tion charge will be made on all sums of money 
returned to shareholders in excess of the share 
capital and premiums thereon which were 
originally paid in cash. 

A convenient means of showing this infor- 
mation is in tabulated form, and it should be 
remembered that non-distribution relief granted 
prior to January rst, 1952, will be revoked at only 
half of the percentage at which it was granted, 
profits tax being no longer an allowable expense 
for income tax. 


Surtax 


Where the company is ‘director-controlled’, 
consideration should also be paid to the possi- 
bility of an assessment being levied by the Special 
Commissioners under Section 245, Income Tax 
Act, 1952. It will be remembered that the 
Revenue have the power to make assessments for 
the six preceding years, and a purchaser of the 
shares would indeed be unfortunate if he were 
to purchase the company and then find that the 
Special Commissioners were raising surtax assess- 
ments upon the income of the company for the 
five previous years. ` 

Such surtax assessments would, of course, be 
charged by reference to the income of the share- 
holders in the five previous years, and the income 
of the prospective purchaser is therefore of no 
relevance in considering the possibility of such a 
contingent liability. In practice, where theré 
would appear to be a charice, however remote, of 
such an assessment to surtax being levied, the 
purchaser should either insist that ‘clearance 
certificates’ are obtained from the Special Com- 
missioners (by submission of accounts for pre- 
vious years and the obtaining of an assurance that 
no action will be taken under Section 245), or 
alternatively, an indemnity should be obtained 
from the vendor, and if necessary this should be 
covered by a suitable security until the elapse of ` 
time had rendered all chance of such assessments . 
being made impossible. This may conveniently De 
done by withholding a portion of the purchase con- 
sideration, or by the obtaining of a bank guarantee. 


Estate duty 


A further matter to which attention should be 
paid when the company is ‘director-controlled’ 
is that of Section 46, Finance Act, 1940. Under 
this section where a deceased person, being a 
shareholder of such a company, has made a 
“transfer” of property to the company at any time 
and had, or could have, received ‘benefits’ from 
the company during the five years prior to his 
death, there may be estate duty payable upon a 
sum calculated by reference to all the net assets 
of the company. 

This is an extremely involved field, but the 
effect is that when a valuation for estate duty 
purposes is made under Section 46, part of the 
duty is borne by the company ; without any right 
of recourse to the deceased's estate. 

By reason of the discretional powers afforded 
the Inland Revenue under this legislation, it is 
virtually impossible to make any calculation of 
the probable or possible liability which might 
arise in this connection, and therefore an intend- 
ing purchaser in ‘such cases should obtain an 
indemnity, suitably covered by security if neces- 
sary, against any charge which might be made in 
the ensuing five years for estate duty purposes. 


Capital allowances 


The investigating accountant should also con- 
sider whether all possible claims for capital 
allowances etc. have been made, as it is possible 
that a purchaser might be able to reopen previous 
years’ assessments to his material advantage. The 
verification of the current tax position will no 
doubt have been included in the consideration of 
the ‘current liabilities’, 


Losses 


Where losses have been incurred by the com- 
pany and tax losses are being carried forward, the 
investigating accountant should be extremely 
thorough in his consideration of the position. A 
tax loss of an individual cannot, of course, be 
transferred to another individual, but a tax loss 
of a company may be carried forward under 
Section 342, Income Tax Act, 1952, to the 
material advantage of the new shareholders. 

This is a difficult matter which well deserves 
an article to itself, but, very briefly, it should be 
remembered that the Revenue will not allow a 
.- carry-ferward of a tax loss where there has been 
. any cessation or basic change in the nature of the 
husiness, and one must be extremely cautious 
before purchasing a company with thé intention 
of taking advantage of such a tax loss. 
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A further point in connection with tax losses 
is that the investigating accountant must ensure 
that no relief has hitherto been granted against 
this, as might be the case with a company incur- 
ring a loss in the first year of its business, where 
such proportion of the loss as was deemed to 
arise before the date of the company’s incorpora- 
tion would have been available for offset against 
the proprietors’ other income, since periods in 
respect of a company’s incorporation are usually 
treated for tax purposes as being trading by a 
sole trader or partnership. 


Excess profits levy 


Excess profits levy will doubtless present its 
own problems, but at the time of writing it is 
hoped that the majority of such assessments will 
have been settled as the levy only applied to 
profits made between January ist, 1952, and 
December 31st, 1953. 


Valuation of the Business 


Whether the business be within a company or 
not, there are basically two methods by which a 
valuation may be made. 


Net assets basis 


The first is on a net assets basis, where the assets 
are taken at ‘break-up’ valué for the most part, 
regard being paid to the continued advantage 
which may be derived by the use of specialized 
plant and machinery and manufacturing or part- 
finished stock which would have little market 
value if sold. 

If thought fit, an item might be included for 
goodwill, although this is a very contentious 
subject. Similarly, provision might be made 
for the calculated distribution charge for profits 
tax, which would fall to be made on a liquida- 
tion, although, for obvious reasons, precise 
calculations in this matter are quite impossible, 
and the point is best covered by a note to the 
calculations. 


Net profit basis 
In comparison to the valuation on such a net 
assets basis the second valuation may be made 
by capitalizing the average net profit as deter- 
mined from the summarized accounts of previous 
years. Regard should be paid in this calculation 
to the trend of profits, since, if these are of steady & 
increase, it may be inequitable to take an average 
figure of, say, ten years, when the earlier years, 
profits have been very meagre. 

Perhaps the most: cantentious point is the 
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percentage rate at which the capitalization should’ 


be made, and this must depend upon the special 
circumstances of the business. In a somewhat 
uncertain trade, a figure as high as 25 per cent 
may be justifiable, particularly when one remem- 
bers that some profits tax will be payable by a 
company before any dividends can be withdrawn 
for the proprietors. In other cases a figure as low 
as 10 per cent may be fair when the business is 
of an exceptionally sound nature. 

In any event, it is to be recommended that the 
figure of net profit used should be taken before 
taxation, although, in appropriate cases, it may 
be found necessary to make assumptions as to 
the future dividends payable to shareholders, 
and the calculations should then include pro- 
vision for the payment of profits tax at an 
appropriate amount, it being remembered that 
such profits tax must be paid out of income 
already subjected to income tax. i 


A fair value 


Having arrived at the valuation on a net assets 
basis and the valuation on a net profits basis, 
the accountant should then indicate a figure, 
usually midway between the two, which he 
considers may be regarded as a fair value of 
that business. 

Where the business is in a company he may 
translate this figure into terms of share prices, 
regard being paid to the different rights of share- 
holders where more than one class of share is in 
existence, and this is particularly important where 
the prospective purchaser does not intend to 
purchase, say, all the preference shares. 

The accountant should confine his opinions 
to purely factual matters and should not, in the 
course of his report, indicate the manner of 
bargaining which he feels his client could under- 
take to advantage. This is a matter of advice 
which is far better dealt with at an interview, and 
any reference to offers which have been made by 
either prospective purchaser or vendor at the date 
of his report are best omitted from this report, 


Conclusions 


Within the scope of such a general article it is 
obviously not possible to deal with the specialized 
matters which will arise in different trades and a 
report, say, on a manufacturing business will 
obviously contain different information from 
one on a retail shop. The former may well deal 
at length with matters of cost accounts and profit 
margins on different products, whilst the latter 
would dwell more upon the gross profit percent- 
« @ Š 
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ages of different lines of stock. Such matters as 
these must obviously be left to the discretion of 
the investigating accountant, but the foregoing 
notes have been an attempt to identify some of 
the more general topics which should be disclosed 
in the majority of reports. 


The investigating accountant’s aim must 
obviously be to provide his client with all possible 
information relating to the business, and if, for 
any reason, the accountant is unable to obtain 
certain information or is told that he need not 
investigate certain aspects as his client is already 
in possession of sufficient details on such matters, 
the investigating accountant should be careful to 
make reference to this in his report, since failure 
to do so might lead a reader to believe that the 
accountant had either satisfied himself on such 
points or had not considered them worthy of 
attention. | 


Whilst it might seem unnecessary again to 


` stress this point, it is felt that the accountant 


must always bear in mind the fact that his client 
may be investing considerable sums of money ` 
upon the strength of the accountant’s report, and 
whilst the accountant will endeavour to give his 
client the best possible report and advice, he 
should also be careful not to assume responsibility 
for the statements of others, and any information 
which he has not personally verified should be 
clearly stated as reported information. 


At the conclusion of his report the accountant 
should, of course, make the usual statement to 
his client that he will be pleased to supply him 
with any further information he may desire, and 
he should refrain from committing to writing any 
tangible recommendations or otherwise as to the ` 
purchase of the business. This includes, of course, 
omitting anything that can conceivably be 
regarded as libellous or otherwise defamatory, 
since he must remember that the report will 
doubtless fall into hands other than those of his 
client. 


An investigation for purchase is an onerous 
task, but it is also one of the most interesting 
which falls to the lot of the professional account- 
ant. It may require all his knowledge of account- 
ancy, taxation and law, and it will certainly tax 
his ingenuity to ascertain the true position of the 
business in all its many aspects. The completed 
report on a business for a prospective purchaser 
is, however, frequently a document of which the 
accountant may be justly proud, and f is not: 
infrequently one of the finest products possible ` 
in which to display his technical ability and Mis 
professional skill. (Concluded.) 
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SURTAX ON COMPANIES 


by G. F. PETER MASON 


that bodies corporate are not liable to be assessed 

to surtax. Owing, however, to the widespread 
abuse of this principle by the (then) quite legitimate 
tax-avoidance device of the one-man company, 
inroads were made upon it by Section 21 of the 
Finance Act, 1922 (now Section 245, Income Tax 
Act, 1952). The present law, it can be said in general 
terms, attaches surtax liability to the income of a 
company if a reasonable part of such income has not 
been distributed by the company to its members 
within a reasonable time. The assessment to tax is 


I: general it is a principle of the law of taxation 


made on each member m the name of the company. 


and in a sum equal to a proportionate part of the 
income not distributed. 

Not every company, however, falls within these 
provisions, but only a company which is in common 
parlance, “director controlled’. This phrase expresses 
neatly, if not entirely fully, the definitions to be 
found in the present Act. Section 256 of the Act 
defines such a company as one which is under the 
control of not more than five persons and which is 
not a subsidiary company-.or one in which the public 
are substantially interested. The section then goes 
on to indicate what is meant by ‘control’, and so 
broad is the meaning of the word, that it will be 


worth while considering what tests can be applied. 


in order to.determine whether such control exists or 
not. 
Tests of Control 


The first test to be applied is whether or not any 
five or fewer persons can control the company in the 
usual manner, by the exercise, whether present or 
suspended, of a majority of the voting power. If so, 
then the company is ‘controlled’ within the meaning 
of the statute. It follows from this, of course, that 
the only way to be sure that this test does not apply 
is to have at least eleven members with roughly 
equal shareholdings. The second test concerns the 
company’s capital, for if any five or fewer persons 
possess or are entitled to acquire the greater part of 
the share capital (even although they may have rid 
themselves of control in the narrow sense by 
delegating it to others), then again, the company is 
‘controlled? within the meaning of the statute. It is 
also controlled if any five or fewer persons possess 
or are entitled to acquire such part of the share 
capital as would entitle them to receive the greater 
part of the income were it distributed (although they 
may have rid themselves both of voting power and 
the greater part of the capital). The fourth and final 
test ts that if the income of the company in any year 


“could be apportioned between five or fewer members 


Agecture given at a meeting of the Leeds, Bradford and 
District Society of Chartered Accountants in Huddersfield, 
on October 12th, 1954. 


if the apportionment provisions of the Act (which 
will be dealt with later) applied, then again it is a 
controlled company. 

It will be realized that a company has only to fail 
to pass one of these tests for it to become subject 
to the provisions of Part IX of the 1952 Act. It is, 
however, provided that two types of company are 
outside the purview of this part of the Act altogether. 
The first type are subsidiary companies; a company 
is only to be treated as a subsidiary where the 
principal company which controls it is itself outside 
the provisions of this part of the Act, or alternatively, 
where although a company is controlled by five or 
fewer persons, one of those persons is (and must 
necessarily be) an exempt company. The second type 
are companies in which the public are substantially 
interested. The reason for exempting such Companies 
from these provisions is, of course, that where and 
because the public have an interest in the company, 
it is unlikely that the directors of the company will 
be in a position to withhold income from distribution. 
‘Public’ in this connection is construed to mean ‘the 
community generally’, and for this purpose none of 


‘the five or fewer persons controlling the company 


nor their relatives, nominees, partners or other 
connected persons count as members of the public. 
For such a company to qualify for this exemption, 
two principal conditions must apply. First, the 
company’s ordinary shares with not less than 25 per 
cent of the voting power must have been allotted to, 
or acquired, unconditionally by the public and be 
beneficially held by the public at the end of the 
accounting period; and second, the shares must have 
been officially quoted and dealt with on a recognized 
stock exchange in this country during the course of 
the year in question, 


Section 245 Direction 


Let us now assume that a given company has been 
proved to fall within the class of ‘director-controlled’ 
companies. When can the Revenue, then, make a 
direction on such company under Section 245 of 
the Act? It is to be noted that such a direction can 
only be made, in the normal case, where the company 
has acted unreasonably in two respects. First, that it 
has not distributed to its members a reasonable part. 
of its income so that the members are liable to 
include their slice of such income in their return for 
surtax; and second, that it has not made such a 
distribution within a reasonable time after the end of 
the accounting period in question. The burden of 
proving unreasonableness rests squarely on the 
shoulders of the Revenue, and the matter is one of 
fact. It is not for the company to prove that the 
absence of distribution was reasonable; it is assumed 
in their favour that it was so unless and until the 
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Revenue prove the contrary, and nothing short of an 
admission (which is as it were a plea of guilty) by the 
company that the actions of the directors were 
unreasonable, will suffice to make it unnecessary for 
the Revenue to prove their case to the hilt. 

When considering the question of reasonableness, 
however, the Commissioners must pay regard to the 
amount of money which the company needed during 
the accounting period, (a) for the current require- 
ments of its business; and (5) for such requirements 
as might be necessary or advisable for the maintenance 
and development of its business. What the Com- 
missioners have to do is to put themselves in the 
shoes of the company’s directors at the time when 
distribution or non-distribution was being considered, 
and bearing all the above factors in mind, to decide 
whether or not at that time the decision to which the 
directors came was a reasonable one. Whether it was 
so or not is occasionally a matter of narrow but deep 
differences of opinion. Thus in Fattorini v. CIR (19 
A.T.C. 331; 24 T.C. 328) the Fattorini company 
bought shares in three trading companies by means 
of money provided on loan by a bank. The company 
agreed to pay all dividends from the companies to the 
bank until the loan was paid off. The Commissioners 
issued a direction against the company on the whole 
amount of its income from the shares; on appeal the 
Commissioners reversed their decision; the Board of 
Referees upheld the direction; on appeal by case 
stated, Macnaghten, J., discharged it; the Court of 
Appeal upheld it and the House of Lords allowed an 
appeal by the taxpayer discharging the direction. 


. Reasonable Distributions 


The pendulum of opinion had thus swung evenly 
from side to side through the whole judicial hierarchy 
from the lowest court to the highest. The question at 
issue was simply this: was the income of the Fattorini 
company available for distribution although the 
company having agreed with the bank to pay all its 
income to the bank, in order to pay any dividend at 
all, it would have meant borrowing at interest? The 
House of Lords decided the case on the footing that 
if the agreement to pay the dividends to the bank 
was reasonable then the case failed, irrespective of the 
argument that the company could later have borrowed 
money to pay dividends. The House went on to say 
that if avoidance of surtax had been one of the 
reasons for this agreement then there would have 
been a strong case of the failure to distribute money 
being unreasonable. The taxpayer company therefore 
won the final round, Lord Atkin stressing in his 
judgment that what the Commissioners have to do in 
this case is to consider 


‘what these directors recommend and these share~ 
į holders decide in those conditions of that company’ 


~a principle which is a useful guide. 

It should be mentioned that even if a company 
spends more than its income on current requirements, 
maintenance and development, the Commissioners 
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may find that there has been a failure to distribute a 
reasonable part of its income, since it may have been 
unreasonable to spend the money in the way and to 
the amount which it did: Montague Burton v. C.I.R. 
(15 A.T.C. 29; 20 T.C. 48). And further, the Act 
provides that the ‘current requirements of the 
company’s business do not include 

(a) the purchase of the business which the company 

was formed to acquire; I 

(b) the repayment of loans which were made for 

inadequate consideration; and 

(c) fictitious transactions. 

It must also be clearly understood that a company 
cannot pray in aid a distribution which it purports 
to have made unless such distribution actually reaches 
the member of the company in the shape of income. 
Thus a distribution of bonus shares cannot be a 
distribution of income (C.J.R. v. Blott (8 T.C. roi, 


_ although what is called a ‘capital bonus’ may be, 


And even if a distribution reaches the member as 
income, in order to be taken into account by the 
Commissioners it must be ‘effective’. Thus, where a 
dividend was paid on condition that it was lent back 
to the company, the distribution was held not to be 
effective (CIR v. Marbob (18 ATC 269; 22 
T.C. 740)). | 

It will thus be appreciated that no clearer guidance 
to the position of a company under these provisions 
can be given, than to say that if the distributions made 
by the company are reasonable then a direction will 
not be made. In practice, of course, the Revenue are 
still guided by the statement made in the House of 
Commons on July 22nd, 1948, in which the then 
Chancellor of the Exchequer said that where the 
Commissioners had made no direction under the 
Act before June 1947, rates of dividend, if kept at 
the same level, will be regarded as reasonable in’ 
bona fide cases. 


Powers of the Revenue 


` What, then, are the powers of the Revenue in a 
case where they suspect that a company is subject to 
the provisions of this part of the Act? The first step 
is obviously for the Revenue to make sure that they 
are right. This they must do hy serving a notice in 
writing on the company requiring particulars of the 
company’s actual income, a copy of its accounts for 
the period under review, reasonable particulars as to 
the way in which the income of the company has 
been dealt with, and the names and interests of the 
members. A time must be specified in the notice 
within which the company must act; if it does not 
furnish the particulars within such time without 
reasonable excuse, then it ts liable to a maximum 
penalty of {50 and the Commissioners can proceed 
to act on any information available to them. 

Thus in CIR v. Elcock (32 ATC 397; 35 
T.C. 27) notice had been served on an individual . 
taxpayer after the Revenue had been pressing for sur- 
tax returns by letter for several years. The taxpayer. 
did not comply with the notice; there was no evidence 


40. 


that he had reasonable excuse not to do so and 
Sellers, J., exacted the full penalty, emphasizing that 
if a reasonable excuse had been forthcoming the 
penalty might well have been nil. 

How can the directors counter the threat which is 
implicit in a notice once it is received? The method 
provided by the Act is for the directors to reply to the 
Commissioners with a statutory declaration, saying 
that in their opinion there has not been and will not 
be any avoidance of payment of surtax through 
failure of the company to distribute, and stating the 
facts and circumstances on which this opinion is 
based. The Commissioners, when they receive this 
declaration, shall not proceed further unless they see 
reason to the contrary. If so, they refer the matter 
to the Board of Referees for determination. It is to 
be noted that this procedure is still available to the 
directors even after a direction has been made. When 
matters have reached such a stage the only alternative 
to the making of a declaration is to appeal to the 
Commissioners in their judicial capacity within 
twenty-one days of the receipt of the direction, with 
the further right of appeal within a similar time if the 
directors are still dissatisfied, to the Board of Referees. 


Forcing the Revenue’s Hand 


Thus far, the initiative throughout has been with 
the Revenue. Is there any way in which the company 
can force the Revenue’s hand? There is, and the way 
in which it is to be done is by sending to the Com- 
missioners after the general meeting of the company 
a copy of the accounts for the relevant period, a copy 
of the director's statutory report, and any other 
information which the directors think fit. In this 
connection the directors’ report will be of prime 
importance to the Revenue; hence the admonition, 
several times repeated recently, and with which the 
writer whole-heartedly agrees, to ‘make the report as 
dull as possible’. 

After receiving this information the Commissioners 
may ask within a maximum of twenty-eight days, for 
further particulars, and they must allow at least a 
further twenty-eight days for the company to reply. 
Then if either 

(r) within three months from the receipt of the orig- 

inal particulars (or the further particulars if these 
were asked for) no intimation has been received 
from the Commissioners that they intend to 
take further action; or 

(2) within six months from the date of such 

intimation if one has been given, the Com- 
missioners have done nothing further; 


their powers to make a direction absolutely cease 
and determine, and the liability of the company for 
the relevant period is for ever extinguished. The 
finality thys achieved is a valuable acquisition. 
Assuming now that the efforts of the company 
to prevent a direction have been abortive, how is 
liability in accordance with such a direction assessed? 
It is important here to emphasize that there can be 
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no double charge. In the first place, that slice of the 
company’s income which is deemed to be the income 
of a member is reduced by the amount of the distri- 
buted income in fact received by him. If he has 


already been assessed to surtax on the amount of 


such receipt, he thus avoids being charged twice in 
respect of it. In the second place, when undistributed 
income is apportioned and charged under Section 
245 of the Act, no further charge can be made when 
the income is in fact distributed, whether or not at 
the date when distribution is in fact made, the 
personal position of the member or the rates of tax 
have changed or not. 


Apportionment of Income 


Apportionment of the company’s income between 
the members is done in accordance with the respective 
interests of the members. The curious feature here, 
is how for the purpose of tax law the definition of the 
phrase ‘members’ as found in company law, has 


been extended. For this purpose all persons with an - 


interest in the capital profits or income of the 
company are deemed to be members of the company; 
and the case of Latilla v. C.R. (No. 2) (29 A.T.C. 
398; 32 T.C. 159) is the authority for the proposition 
that even the husband of a member who is a married 
woman living with him may be treated as a member 
for this purpose. It is consistent with the wide net 
thus cast, that the phrase ‘interest’ should be widely 
construed, A beneficiary under a trust, the trustees of 
which are members, has been held to have an interest 
within the Act (Alexander Drew & Sons Ltd v. 
CLR. (11 A.T.C. 294; 17 T.C. 140)). So has a 
director entitled to all the assets on a winding-up. 
Thus in CIR v. Tring Investments Ltd (18 A.T.C. 
93; 22 T.C. 679) the assets of the Tring company 
were {£155 in one shilling shares. The Marquess of 
Queensberry was appointed permanent director five 
days after the registration of the company with the 


power to remove the other directors and an option 


for value to take up all the shares of the company at 
par. Only about twelve shares in the company had been 
issued. The Marquess made a seven-year covenant 
with the company to pay an annuity of {11,000 to the 
company and he paid one instalment thereunder. 
This was the company’s only asset. Eleven months 
later the company went into liquidation, and the 
question at issue was whether or not a direction could 
be made on the Marquess for the income of £11,000 
grossed up at the standard rate. It was held that 
among other things the fact that he had the option 
to take up all the shares in the company gave him 
such an interest that a direction could be made. 

It should here be mentioned that apportionment 
may be made on a controlled company which is a 
member of a company the subject of a direction 
(although, of course, the controlled company itself 
is not assessable to surtax), and through such com- 
pany to the members of it who are assessable to 
surtax or who are exempt (as in the case of companies 


mentioned earlier in this article). 
`` tl 
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Companies in Liquidation 
Finally, the provisions of the Act should be men- 
tioned which apply in the case of companies which 
are in course of liquidation. In this connection, 
of course, it must be remembered that assets dis- 
tributed to members in a winding-up do not attract 
tax even if they include a balance of undistributed 
profit (C.I R. o George Burrell (3 ATC 341; 
g T.C. 27)). The Act provides, however, that income 
for the period from the end of the last year or other 
period for which accounts are made up, to the time 
of the commencement of the winding-up, shall be 
deemed to be the income of the members available 


for distribution. It is expressly provided that in these - 


events no consideration is to be given by the Com- 
missioners to the question of whether or not a 
distribution has been made by the company within a 
reasonable time. 

The view was further held, since the date of the 
decision of the Court of Appeal in H. Collier & Sons 
Ltd v. CIR. (11 A.T.C. 417; 18 T.C. 83), that the 
effect of these provisions was to relieve the Com- 
missioners also of the obligation to consider the 
question of whether the amount of the distribution 
was reasonable or not; in other words, the view there 
expressed by a majority of the Court of Appeal was 
that a direction in respect of what has been called 
the ‘broken’ period was automatic. From that it 
followed that the shorter the broken period the less 
the amount involved would be in the automatic 
direction. 

This matter arose in a neat form in the recent case 
of Haldin & Philipps Lid v. CIR (32 A.T.C. 321; 
34 T.C. 497). The taxpayer company was a shipping 
company which went into voluntary liquidation on 
July 15th, 1947. On that date the accounts of the 
company were made up only to December 31st, 1945. 
The Special Commissioners several years later issued 
a direction for the whole of the broken period 
between the two above dates, but at the date of such 
direction the accounts of the company had in fact 
been made up to March 31st, 1947. The question for 
the decision of the Court, therefore, was which of the 
two dates was the date at which accounts had to be 
made up - the date of the resolution to wind-up or 
the date of the direction. Vaisey, J., had no difficulty 
in finding that the date meant by the statute was the 
date of the commencement of the winding-up and 
he therefore confirmed the decision of the Com- 
missioners with regard to the direction. 

Much of the value to the Revenue of this decision 
has, however, been removed by the later decision of 
the Court of Appeal in A. @ F. Mucklow Ltd v. C.I.R. 
(33 A.T.C. 250). Although it was not strictly necessary 
to their decision, as the matter had been decided by 
the lower court in the taxpayer company’s favour, 
the court there was of the opinion that Collier’s case, 
inasmuch as it approved the theory of an automatic 
direction in respect of the broken period, had been 
wrongly decided, and that even in respect of such 

, REtiod (although no consideration of the question of 
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reasonable time arises) the Commissioners must 
apply their minds to the question of whether or not 
the amounts distributed by the company are 
reasonable or not. Although, in theory, this amounts 
to a victory for the taxpayer, the practical difference 
between the two theories is likely to be small. The 
fact of winding-up itself and the consequent cessation 
of the company’s business necessarily eliminates most 
of the grounds which might, in relation to any other 
period, prevent a withholding from distribution from 
being unreasonable, since in such a situation the 
creation or maintenance of reserves and the provision 
for development have little meaning. 


After the commencement of a winding-up it should 
be noted that there is no power in the Revenue in 
the case of a company, other than an investment 
company, to apportion the income among the 
members. Usually, of course, in the case of a trading 
company, income ceases when the trade ends, and 
any income which arises after the cessation of the 
trade is returned to the members as capital with the 
final distribution of the assets. 


Investment Companies Distinguished 


It is not proposed to deal here in detail with the 
differences which can be found in the Act between 
the treatment of a trading and an investment company. 
Broadly speaking, such differences are three in 
number. First, in the case of investment companies, 
if the company satisfies the rather more stringent 
tests laid down in respect of its control (tests which 
entitle the Commissioners to look squarely at the 
reality and not merely at the form of the company’s 
affairs), then such company is liable to have an 
automatic direction made in respect of its income 
without any consideration of the questions of 
reasonableness which figure so largely in the investi- 
gation into the affairs of a trading company. Secondly, 
in the case of an investment company, the Com- 
missioners have extended powers of apportionment 
in accordance with the ability or likelihood of ability, 
of members or those who are deemed to be members, 
to secure that income or assets of the company will be 
applied directly or indirectly for their benefit. And 
finally, in the case of an investment company, after 
the company has gone into liquidation, it is provided 
that all the income of the company thereafter (and 
since such income is investment income it will 
continue until the assets are finally liquidated by 
being returned into the hands of members) is to be 
deemed to be the income of the members, and can 
be apportioned among them in the usual way. 


One case only must here be mentioned because 
again it establishes a point in the taxpayer’s favour 
against the Revenue. In Commercial Securities Lid v. 
CLR. (32 A.T.C. 369; 35 T.C. rs) an investment 
company in liquidation was subject to an automatic: 
direction in respect of income arising after the dataof 
the commencement of the winding-up. An apportion- 
ment was made by the Commissioners on a beneficiary 
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life-tenant under a trust, in respect of income on a 
block of shares which was to be returned as a capital 
assét and would therefore be returned into the hands 
of the trustees of the settlement for the benefit of 
the remaindermen thereunder. 

Danckwerts, J., held that such an apportionment 
was bad, in that the income arising after the date of 
the winding-up was not the income of the life-tenant 
at all; but if it could be said to be income at all (which 
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was doubtful), was the income ‘of the trustees ‘or ` 
remaindermen under the trust. He therefore dis- ` 
charged the direction on the life-tenant. 

This case, interesting on its special facts, is, ` 
however, merely another illustration of the rule that 
an apportionment can only be made in respect of 
income where the sums concerned have come into 
the hands of the company or some other person as 
income and not as a capital asset. 


WEEKLY NOTES 


New Year Honours 


We offer our congratulations to those members of 
the profession whose names appear in the list of 
New Year Honours. 

Mr A. A. Fitzgerald, ong, B.COM., F.c.A.(Aust.), 
of Melbourne, whom readers in this country 
will remember as a rapporteur at the Sixth Inter- 
national Congress on Accounting held in London in 
1952, becomes a Knight Bachelor. Mr Fitzgerald 
receives his’ honour in recognition of his services as 
chairman of the Commonwealth Grants Commission. 

Mr E. Cassleton Elliott, r.s.a.a.,a Past-President of 
The Society of Incorporated Accountants and a 
member of the Council of the Society, is awarded the 
C.B.E: for services as chairman of the Interdepart- 
_ mental Committee on the Distribution of Remunera- 
tion of General Practitioners. Mr Cassleton Elliott 
is senior partner in the firm of Cassleton Elliott & Co, 
of London. 

The C.B.E. is also awarded to Mr H. T. Speirs, 
B.SC.(ECON.), A.S.A.A.. Who is director of accounts, 
Ministry of Pensions and National Insurance. 

Mr H. W. Carter, A.C.A., receives the O.B.E. 
Mr Carter was formerly resident in China as managing 
director of the Shanghai Waterworks Co, but is now 
in the United Kingdom with Robertson & Woodcock 
Ltd. 

Two other members of the profession also receive 
the O.B.E. They are Mr W. T. Cockle, F.LM.T.A., 
formerly Borough Treasurer of Barking but now 
retired, for services as honorary secretary of Barking 
Savings Committee, and Mr J. H. Drayson, A.S.A.A., 
chief accountant, the Board of Trade. 

The M.B.E. is awarded to Mr Alastair MacDonald, 
A.S.A.A., Depute City Chamberlain of Edinburgh, 
and Mr P. T. Uffen, A.a.c.c.a., senior executive 
officer, Ministry of Pensions and National Insurance. 


Estate Duty and Agricultural Estates 
The Department of Estate Management at Cambridge 


University is carrying out a survey of thirty large: 


agricultural estates, with special reference to taxation 
~and-in particular estate duty. In the course of this 


„survey the department is publishing a series of 


booklets dealing severally with selected topics. The 
seCond. of the series was published recently and is 
entitled Reserve funds and maintenance funds.. 


The statistics given in the booklet go to establish 
that every agricultural estate requires a fund of cash 
to meet (a) ordinary current expenditure like repairs, 
management and insurance (reserve fund) pending 
the annual receipt of rent and tax rebate; and (b) 
periodical capital works (capital works fund) for such 
things as rebuilding farm-houses and the like. On 
average (a) falls somewhere between 2 and 3 per cent 
of the capital value of the estate (regardless of its 
income or acreage) and (b) is about 7 per cent, making 
say Io per cent in all. 

The booklet is mainly factual but it does make the 
point that if it is right to grant a 45 per cent rebate in 
favour of agricultural estates (and of course it does 
not question this) then it is right to extend the relief 
to the reserve and capital works funds necessary to 
maintain the estate as a unit. In support of this 
argument the booklet points out that the scheme of 
exemption from estate duty in favour of estates given 
to the National Trust, extends to maintenance funds 
given with the estate. This circumstance is certainly 
a tacit admission by Parliament that some estates 
need to be endowed if they are to be preserved, but 
whether it goes any further than that in support of 
the argument is a debatable point. 

Obviously opinions will differ widely on this topic 
but there is no denying the interest of the figures 
compiled and presented, or the attractive style of the 
text. 


South Africa: Double Estate Duty 


The existing double estate duty agreement between 
the United Kingdom and South Africa, which was 
made in 1946, has been amended by a new agreement 
signed in Pretoria. The 1946 agreement contains 
inter alia a code of rules for determining the situs of ` 
various kinds of property for estate duty purposes. 
The new agreement provides, in relation to deaths 
occurring after 1951 that this code shall not be applied 
where the effect of applying it would be to bring’ - 
within either country’s charge to duty property 
which, apart from the code, would be outside the 
charge of the country in question. In practice, the 
South African authorities have not applied the code 
in such circumstances. According to one text-book 
the United Kingdom has observed the same practice, 
but it-seems that that is not so. Accordingly, the 


main effect of the new agreement,: in thé affected 
e °. 
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cases, will be to eliminate a charge to British duty 
and, according to the circumstances, either to restore 
a charge to Union duty or to increase a charge to 
Union duty which was previously reduced by credit 
for British duty. It may be that in very exceptional 
circumstances a charge to Union duty may be re- 
stored where, under the 1946 agreement no duty was 
payable in either country. However, we understand 
that the Union authorities do not propose to take 
advantage of this where the death occurred between 
January rst, 1952, and the date on which the amending 
agreement comes into force. The United Kingdom 
have given a similar assurance in regard to the 
converse case, should it arise. 


Two Years for Tax Frauds 


Albert Hill, chartered accountant of ‘Greén Haze’, 
Liverpool Road, Walmer, and partner in the firm of 
Clemetson, Hill, Cromwell Wood & Co of Canter- 
bury, was, at the Kent Assizes, on November 25th, 
sentenced to two years imprisonment for tax offences 
and disqualified for three years from holding a 
directorship. He was also ordered to pay {roo 
towards the costs of the prosecution. He had pleaded 
guilty to nine charges, five of delivering to the 
Inspector of Taxes, with intent to defraud, accounts 
purporting to be true accounts of the business carried 
on by Delf Nurseries Ltd which showed less than the 
trie profits. The other four charges were brought 
under the Perjury Act, 1911, Section 5 (3) in respect 
of false returns of the company’s profits. He was 
alleged to have defrauded the company, of which he 
was secretary and director, of some {17,000 over the 


` years 1941 to 1951, and thereby to have defrauded 


v 


the Revenue of some {10,000 tax. Jt was stated on his 
behalf that full restitution had since been made, 
both to the company and to the Revenue. 


Sir Frederick Alban Honoured 


The Council of the Institute of Municipal ‘Treasurers 
and Accountants have elected Sir Frederick Alban, 
C.B.E., F.S.A.A., F.1.M.T.A., J.P., an Honorary Fellow of 
the Institute ‘in recognition of his distinguished 
services to the profession of municipal accountancy 
and his outstanding contributions to local and public 
authority finance’. 

In presenting the certificate at a complimentary 
dinner held at The Reubens Hotel, Westminster, 
Mr T. L. Poynton, F.1.M.T.A., the President of the 
Institute, said that Sir Frederick had been a member 
of the Institute since 1907, when he took first prize 
in the Final examination. 

Sir Frederick, who is chairman of the Welsh 
Regional Hospital Board, has addressed conferences 
of the Institute of Municipal Treasurers and Ac- 
countants on no less than three occasions —in 
1933, 1947 and 1952 — and has acted for many years 
as financial adviser to local authorities. He is a gold 
medallist and Past-President of The Society of 
Incorporated Accountants., - .. , o 
. *® š 
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Further Treasury Bill Rate Increases 


Immediately before Christmas the Treasury bill 
rate moved upward by almost + per cent to 1. 
This was the fourth successive increase since the 
middle of November. With this upward movement 
has gone a gradual sympathetic hardening in the 
rates for commercial bills. 

This continued upward movement in short-term 
interest rates is still taking its cue to some extent from 
the trend of rates in the United States. There was a 
sharp increase in American Treasury bill rates im- 
mediately before this last upward movement in the 
United Kingdom rate and it has been noticeable that 
British rates have been particularly sensitive to the 
American trend of short-term interest rates since the 
beginning of November. There is no doubt that the 
authorities here are sensitive to any pressure which a 
differential in short-term rates between London and 
New York might have on the demand for sterling. 
Other influences are at work, too, on short-term rates 
in London, notably year-end adjustments which are 
apt to make money difficult to come by in the dis- . 
count market. In addition, the market seems disposed 
to take what precautionary measures it can to forestall 
the effects of a possible modest increase in Bank rate 
if this should occur in the next few weeks. Rumours 
persist that the authorities have had an increase in 
Bank rate under consideration for some weeks past. 


Bank Advances ‘Increase 
According to the quarterly analysis of bank advances ` 
published by the British Bankers’ Association, these 
have continued to expand in the three months up to 
the middle of November, although at a somewhat 
slower pace than during the earlier quarters of the 
year. At £1,953 million they are {212 million higher 
than at the same time in 1953. Over this latest 
quarter, however, they have advanced by only 
£22 million compared with an average of over 
£40 million in the two previous quarters. On the 
other hand there was a fall of £48 million in advances 
during the corresponding quarter of last year. 

Compared with a year ago the largest increase has 
been in the amount of accommodation given to the 
public utilities but this has been running off during 
the year owing to the repayment of borrowings by 
the public undertakings out of new long-term capital 
raised in the London markets. This drop has been 
more than offset in the last quarter by higher advances 
to engineering concerns, agriculture and fishing, food, 
drink and tobacco and the retail trade. There has also 
been an increase in financial advances including 
those to stockbrokers which reflect the increased 
activity in the Stock Exchange in the second half of 
this year. 

Broadly, therefore, the pattern of advances Since 
the summer has followed the general impression that 
the prosperity of 1954 has been built up initially by ` 
the recovery in the metal. and engineering industries. 
and carried on in later months by the boom fn. 
consumer goods. a 
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Year-end Gold Reserves 

During December the gold and dollar reserves of the 
sterling area declined by $163 million, but this fall 
was accounted for by the service payments on the 
United States and Canadian loans. The reserves thus 
ended the year at $2,762 million, which is an increase 
of nearly 10 per cent on the year. During December 
there was a Sr million surplus with E.P.U. and 
$8 million received in United States defence aid. 
The balance on other gold and dollar accounts, 
excluding the interest payments on the North 
American credits, was $17 million. 


The figures for last month must have felt the 
impact of the dock strike and it is perhaps surprising 
that this stoppage has made such a small impression 
so far on the gold and doilar reserves. One encourag- 
ing feature of the figures is the surplus of $17 million 
with the rest of the world, excluding United States 
aid and E.P.U. An examination of the quarterly 
figures shows that the last quarter of 1954 produced 
a deficit of Sr million compared with a surplus of 
$20 million in the third quarter, and $84 million in 
the second quarter. Judged on these quarterly figures 
the trading surplus outside E.P.U. appears to be 
dwindling rather alarmingly. The small deficit in the 
last quarter, however, is accounted for by a deficit of 
£30 million in November and the swing of $47 million 
between November and December in the general 
trading account suggests that the adverse experience 
of November may have been only a passing phase. 
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Steel in 1955 


During 1954 the steel industry had some difficulty in 
maintaining a smooth flow of output into those pre- 
cise markets where steel was notably in demand. A 
big demand for sheet and plate kept overall steel 
figures. at £ high level throughout the year, but light 
rolled products, forgings, castings and high-speed 
steels had a quiet spell in the early months of the year. 
The same was true of bars and wire rods. About the 
middle of the year orders began to increase and short- 
ages developed owing to difficulty in winning back 
labour which had had to be stood off. The most 
critical shortage, however, developed in tin-plate and 
sheet steel and it was necessary to curtail exports of 
the latter and reduce the import duty on the former 
in order to meet the requirements of the home market. 

New capacity is expected to come into operation 
this year and the Iron and Steel Federation look for- 
ward to an output in 1955 of 19} to 19$ million tons 
of ingot steel. Such a level of output is expected to 
meet all requirements this year with the help of a 
reduced level of imports but the recent rate of 
expansion in the motor-car industry may make it 
necessary to revise upwards the steel industry’s 
estimates of consumption before the end of the 
1950s. The shortage of tin-plate is expected to be 
relieved to some extent by a new 5-stand mill at 
Ebbw Vale. A level of output such as the Federation 
envisages for the current year should be sufficient to 
meet an increase of 5 to 6 per cent in general indus- 
trial production and this is probably the biggest 
increase in industrial activity which is likely to take 
place in 1955. 


REVIEWS 


The National Finances 


{An analysis of the Programme of Revenues and 
Expenditures of the Government of Canada, 1954-55) 
(Canadian Tax Foundation, Toronto) 


The Canadian Tax Foundation, which is responsible 
for this excellent booklet, was established by the 
joint action of the Canadian Bar Association and the 
Canadian Institute of Chartered Accountants ‘to 
encourage and undertake study in the field of taxa- 
tion in Canada. Its work is directed towards the 
improvement and wider public understanding of 
the Canadian tax system’. 

In pursuance of these laudable aims, the staff of 
the Foundation, under the Director, Mr Harvey 
Perry, has set out as clearly as possible, and as 
concisely as clarity allows, an outline of the Budget of 
1954 of the National Government, followed by a 
description of the tax structure and of the expenditure 
programme. 

. What Mr Perry calls in his foreword ‘the vast and 

confusing phenomenon of the $5 billion a year 
budget’ has, within the compass of eighty pages, 
been broken down and analysed in a manner which 


enables the inquiring taxpayer to understand what he 
is paying, why he is paying, and where his money 
goes. It is completely factual, criticism and comment 
being left to the reader, and the presentation is 
admirable. 


The 1954 Income Tax Legislation 


Supplement to Illustrations to Income Tax 
(Fifth Edition) 


by A. S. Silke, M.Com.(Hons.) (Cape Town), 
C.A.(S.A.) , 


(Juta & Co. Ltd, Cape Town and Johannesburg. 
308 net) 


This new supplement explains the important amend- 
ments to South African income tax law introduced 
by the Income Tax Act, 1954, particularly as regards 
the method of taxation of farmers. It also brings up 
to date the fifth edition of the author's Jllustrattons to 
Income Tax. The Income Tax Act, 1941, is repro- 
duced as an appendix, with the amendments intro- 
duced in 1954 and an index. The amendments are 
expounded in the earlier parts of the book. 
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RECENT PUBLICATIONS 


TEACH YOURSELF CosTING, by Professor Donald Cousins. 
148 pp. 7 X 44. 6s net. English Universities Press Ltd, 
London. 

FINANCIAL ASPECTS OF INDUSTRIAL MANAGEMENT, ee Ge Sc 
Bond, F.C.1.8., F.INST.D., MEA, D.P.A. Vill + š 
10 X 6. 405 net. Butterworth & Co (Publishers) Lid, 
London. 


Tax Cases REPORTED UNDER THE DIRECTION OF THE BOARD 
OF INLAND REVENUE, Vol. 35, Part 4. 9$ x 6. 2s 6d net. 
H.M.S.O., London. 


WHITAKER’S ALMANACK, 1955 edition. xxv + 1190 pp. 
7š X s$. 15s net. (Cloth boards); oe 6d net (shorter 


edition, paper bound); 30s net (library edition, leather 
bound). J. Whitaker & Sons Ltd, London. 


THe ELEMENTS op TRANSPORT, by Leslie A. Schumer, 
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MIT F.A.S.A., F.C.I.S. Xii + 196 pp. 9 X 6. 17s 6d net. 
Butterworth & Co (Publishers) Ltd, London. 

OUTLINES OF INDUSTRIAL LAW, Second Edition, by GE 
Mansfield Cooper. LL.M., Barrister-at-Law. lxi + 378 p 
9 X 6. 308s net. Butterworth & Co (Publisher). it, 
London. 

Costs, PLANS AND Prices, by D. Solomons, B.COM., A.C.A., 
No. 31 in the ‘Practice ‘Note’ series of The Incorporated 
Accountants’ Research Committee. 12 pp. 9 x 6. 2s net. 
The Society of Incorporated Accountants, London. 

‘Tue Finance Act, 1954, by D. O. Bailey, a.s.a.a. No. 37 in 
the ‘Practice Note’ series of The Incorporated Account- 
ants’ Research Committee. 28 pp. 9 x 6. 2s net. The 
Society of Incorporated Accountants, London. 

Tue RESPONSIBILITY OF Lire OFFICES TowARDS THEIR 
Cuients, by C. L. Jaggers, ¥.1:A., F.C.LI., reprinted from 
the Journal of the Chartered Insurance Institute. 63 pp. 
8 x 54. 2s net. Chartered Insurance Institute, London. 


FINANCE AND COMMERCE 


Despite threatening labour troubles the stock- 
markets have begun the New Year reasonably well. 
There is no indication that the majority of investors 
are anything but confident that the strength of the 
equity market will persist this year given freedom 
from political upset. 


Beaverbrook Accounts 


This week’s reprint gives the accounts of Beaverbrook 
Newspapers Ltd, the name now adopted for the 
Express group. The production in the original is 
excellent in layout, judicious use of colour, and in the 
provision of supplementary information. The supple- 
mentary, ‘How each pound was spent’ gives an insight 
into the economics of newspaper publishing. 

Another supplementary, “Where the money came 
from’ gives the record of the nine post-war years. 
For the year to June 30th, total income was £193 
million of which {11-7 million was what the public 
paid for newspapers, {7-1 million was what the 
advertisers spent, and £4 million was gross miscel- 
laneous revenue. Another page gives the net sales 

of the Daily Express, Sunday Express, Evening 
Standard, and the Evening Citizen monthly from 
July 1953 to October 1954. Most of the remaining 
supplementary is given to showing how substantial 
is these newspapers’ goodwill by comparison with 
that of other publications. 

Newspaper readers are analysed by quality — upper 
class (including, it may be noted, chartered account- 
ants), and middle class; and by prosperity — owners 
of cars, T V, refrigerators and washing machines. 
To some, it may have the appearance of ‘trumpet 
blowing’ but the advertising profession, which 
through its Institute, collates all this information, 
does not do so out of mere curiosity. These statistics 
are the ‘form book’ which guides the spending of the 
) advertising millions. 


Stale Figures 


We notice that the Director of the Central Statistics 
Office in Dublin is wore by the time-lag in the 


» © 


-` 


quarterly production returns —in brief, our old enemy, 
stale figures. 

At a luncheon of the Dublin Society of Chartered 
Accountants, he said that the summarized results 
lost a great deal of their value through their not being 
available until twelve weeks after. the end of the 
quarter to which they related. This return, he 
pointed out, had become increasingly important in 
recent years and high authority had expressed for- 
cibly on the Statistics Office that the present timing 
was not nearly good enough. And high authority, 
said the Director, was quite right. Absolute accuracy 
was not essential. A reasonably correct return, 
sent in within a fortnight of the receipt of the form 


` was many times more useful than an absolutely 


exact return sent in after two months. 

For ‘quarterly production returns’ read ‘half- 
yearly or quarterly company statements’ and the 
same sentiments fit exactly. Public opinion, which 
twenty years ago required informative accounts, now 
asks for half-yearly statements of results. If striving 
for absolute accuracy is going to delay the figures, let 
them be just a reasonably correct indication of the 
way things are going. Some say it cannot be done, but 
we heard. similar objections in the days when we 
urged companies to produce consolidated accounts. 
Consolidation is now normal. The next step is the 
half-yearly statement. 


‘The Position to Date’ 


Another instance of words without figures is seen in 
the remarks of Sir Herman Lebus, chairman of 
Harris Lebus Ltd, at the annual meeting. ‘Since my 
review was written,’ he said, ‘the results for the first 
few months of the financial year are available, and I 
will tell you with great pleasure that the anticipations 
to which I gave expression in the review have iff no 
way been falsified.’ This, by the way, was nearly five 
months after accounting date. ‘We continie’, said 
Sir Herman, ‘to produce our furniture in ' ever- 
growing quantities. That furniture continues to be of 
a quality of which we may all be proud. Our orders 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Fiscal Topics 


Sir, ~ I was glad to read Mr John Senter’s address 
under this title, reproduced in your Christmas 
issue (December 25th, 1954). I was also much 
encouraged to see a Q.C. drawing attention to the 
dangers of ‘administrative law’, because I have long 
had serious misgivings in regard to this creeping 
menace. 

I have always thought it strange that the account- 
ancy professional bodies have never seemed to 
consider it desirable or proper to give corporate 
voice to the views so widely held by individual 
_ accountants in practice, that much fiscal law and 
administration is today ‘iniquitous’-to quote an 
adjective used by Mr Senter. Is it because those 
bodies feel that it is not a function of our profession 
to press strongly-held views on the Government of 
the day? 

I quote Mr Senter: 

‘lL would venture to suggest . . . that there is need 
for some kind of long-term thinking about our fiscal 
legislation by means of some standing body ap- 
pointed to that end; ... as matters stand, our tax 
legislation is just a patchwork, and I think that with 
your particular contacts you would be doing, as a 
profession, a great service if you pressed for some 
long-term thought in the fiscal field.’ 

If.a Q.C. thinks like that, and I know many account- 
ants do too, could we not have an authoritative 


statement from the councils of the recognized ` 


accountancy bodies on this subject? 

I submit that there are only two bodies in this 
country who can claim to be ‘professional experts’ in 
fiscal law. and practice — the Inland Revenue staff 
and the accountancy profession. The former body 
is not concerned with and deliberately excludes, 
(with justification) moral, equitable, and conscientious 
considerations. It is there simply to administer the 
strict letter of the law. Is the accountancy profession 
bound to adopt the same standpoint? If, by reason of 
what Mr Senter calls ‘long-term thinking’ it concludes 
that some details of fiscal law and practice are wrong 
or dangerous, would it not be right and proper to 
say so with due emphasis? If the experts feel that way, 
but do not make their carefully considered views 
quite clear to the Government, what hope has the 
poor taxpayer of amelioration? 

I know that representations are made from time to 
time by the accountancy bodies to the Chancellor of 
the Exchequer, but apparently only when asked by 
him to do so, or when giving evidence before a 
Royal Commission. But surely this is not enough. 
All practising accountants are aware of a legion of 
small and great inequities and injustices in our fiscal 
code, and I submit that one of the greatest acts of 
statesmanship any Chancellor could do, would be to 


purge the whole lot from the system. It is, surely, in 
this field of activity, research, and constant pressure 
on the Government, that our profession should act as 
watch-dog for the taxpaying community. 

Could not a beginn ng he made by the recognized 
accountancy bodies agreeing ‘to set up a permanent 
joint standing fiscal committee, charged with the 
duty of constantly examining all fiscal legislation and 
administration, with a view to making frequent 
representations to the Government for the removal of 
injustices and inequities? 

Yours faithfully, 
K. D. HUTTON. 

London, EC2. 

Five Long Years 


SIR, - Commenting upon my article, published in 
your issue of November 27th, 1954, Mr Wentworth 
Wibberley (issue December 25th) says: . 

“At present, upon passing his final examination, a 
young man is deemed to be a fit and proper person to 
set up in practice. | .. I would suggest it would be 
better to keep it that way.’ 

I do not see how it can possibly be upheld that some- 

one, whatever his age, who, with training as it is at 

present, has probably never had any advanced 
practical training at all is fit to practice. 

Earlier in his letter, Mr Wentworth Wibberley says 
that the basic knowledge, ‘without which a clerk is 
almost useless’, is of no real value unless it is practical. 


Surely practical experience of any kind is not only 


quite worthless but is exceedingly bewildering unless 
the theory is first learnt and is properly understood? 
It is more logical, therefore, to begin by teaching a 
new clerk the basic theory. My suggestion was to 
give him a thorough grounding, lasting about three 
months, before sending him to audit the many, varied 
and intricate books and book-keeping systems em- 
ployed by clients. 

Mr Lockhart (issue December 18th) accuses me of 
expecting a principal to be pleased to employ, as a 
senior, a youngster of say nineteen (assuming he 
began his articles at sixteen). | 

My first suggestion, which is essential for the rest of 
the scheme to be practicable, was that it should be 
made compulsory for National] Service to be completed 
before articles were commenced: no one taking his 
Final could, therefore, be under about twenty-two 
and a half. 

Both ‘D. A. N? (issue December 4th) and Mr 
Lockhart are in doubt as to whether a clerk would 
be able to absorb sufficient: knowledge, to pass 
the Final in three years. Providing (i) the clerk gets 
off the mark quickly at the beginning, and (it) he is 
employed on progressive and instructive work at Ris 
office, I am not only of the opinion that he would 


20 


pass, but that he would probably achieve better 
results — it being both more beneficial and appreciably 
easier to study after an interesting day’s work than at the 
end of one spent upon frustrating and unrewarding 
donkey-work. 

There would be no question of cramming; the 
present period of five years is, as I suggested in my 
article, far too drawn out and much time, particularly 
at the beginning, is wasted unnecessarily. 

In his letter (issue December 18th), Mr Gregg 
raises more of the many factors influencing the 
question of deferment of National Service. I note, 
however, that in his argument for getting one’s 
service over first, he does not comment upon the 
professional knowledge and skill forgotten or lost, 
which has to be re-acquired upon demobilization. I 
also feel that an accountant, more proficient at 
sloping arms than computing accurately a client’s 
tax liability, is not likely to find it as easy to obtain a 
position as an accountant straight from his articles 
with everything at his finger tips. 
oe i Yours faithfully, 
S E J. M. TENNENT. 

London, SW zo. 


Was Sbakespeare an Accountant ? 


Str, — If Shakespeare ‘went to Italy to study the new 
art of double-entry book-keeping’ (“Was Shakespeare 
an Accountant? by Mr D. R. Lukin Johnston, C.A., 
in The Accountant dated December 25th, 1954) he 
undertook a journey the hazards of which he could 
have avoided by learning it at home, for even before 
his birth, double entry was being disseminated in 
England through the media of books, schools and 
business houses. 

It is not unlikely that Shakespeare had heard of 
some of the books and had even read them. He was a 
contemporary of one of the major poet-dramatists of 
his time, George Peele, the son of James Peele. 
There exist two books on double entry which the 
father had published, one in 1553 and the other in 
1569, to which Shakespeare could have been intro- 
dued through George. However, the appearance of 
such manuals before Shakespeare — the earliest we 
know of being Hugh Oldcastle’s published in 1543 — 
is sufficient to disprove the citation that 

‘. . . Shakespeare’s use of the technical accounting 


phrase ‘“‘debitor and creditor’ —to be found in 
Othello Act i and Cymbeline Act v’ 


was, as Mr Lukin Johnston believes, 
‘the first recorded mention of double-entry book- 
keeping in England’ 
Mr Lukin Johnston asserts that ` 
‘Double-entry book-keeping . . . was invented in the 
wéalthy trading cities of Renaissance Italy. The first 
known work on the subject was published by Fra 
Luca Pacioli in Venice in 1494... > 
In answer to a reader’s query, ‘When was the system 
of double-entry book-keeping first invented?’ (The 
Accountant, April 26th, 1930, page 537), Mr P. Kats 
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replied, ‘No one knows’ (The Accountant, May 17th, 
1930, page 650), and this is still the position. Whilst 
the earliest available records of a mature double- 
entry system belong to Renaissance Italy, investiga- 
tions which have been made up to now appear to 
show that the antenatal period of double entry lasted 
several hundred years. 

The first known work on the subject is a chapter in 
Della Mercatura Et Del Mercante Perfetto, by 
Benedetto Cotrugli Raugeo, first published in Venice 
in 1573, but written more than a century earlier. 

The knowledge of debitor and creditor, tax, 
auditing, profits, stocks, has never been a monopoly 
of our profession — and there was no income tax in 
Shakespeare’s England. 

Yours faithfully, 
London. I. MELINEK. 


The Civil Service 


Sir, — A commemorative booklet entitled The British 
Civil Service, 1854-1954, written at the suggestion 
of the Civil Service National Whitley Council on 
the occasion of the centenary of the publication of 
the Northcote-Trevelyan Report, and published 
a short while ago at the direction of H.M. Treasury, 
informs us (p. 14) that: 


“The Northcote-Trevelyan Report of 1854 can 
without exaggeration be regarded as the starting- 
point of the Service we know today. Its authors 
were instructed to turn their minds towards what 
they described as “matters common to all the public 
establishments, such as the preliminary testimonials 
of character and bodily health to be required from 
candidates for public employment, the examination 
into their intellectual attainments, and the regula- 
tion of the promotions, so as to obtain full security 
for the public that none but qualified persons will be 
appointed, and that they will afterwards have every 
practicable inducement to the active discharge of 
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their duties”. ; 
The booklet tells us (p. 15): 
“it was not until 1870 that... . A list of offices to be 
filled by open competitive examination was pub- 
lished.’ 
The following figures abstracted from this booklet 
show the variations in the total numbers of civil 
servants over the last hundred years: 








Year Total 
1854 ‘Total (omitting those described in 
the documents as ‘inferior re- 
venue officers, postmen & 
letter-carriers, | office-keepers, 
messengers and porters’) 17,815 
1939 Industrial .. .. 240,000 
Non-industrial .. 387,000 
62'7,000 
1945 Industrial . . 665,000 
Non-industrial . 704,000 
1,369,000 
1953 Industrial .. . 429,000 
Non-industrial 666,000 
1,095,000 





In view of the larger, and now substantial, proportion 
i 


(ër 
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of the population seen to be in Government employ- 
ment, it would be of interest to know how many and, 
if any, which offices of the Civil Service non-industrial 
staff are presently not subject to open competitive 
examination; and in relation to these, to learn what 
principles of educational measurement apply to 
holders of such non-industrial offices as may have 
ceased to be, or may never have been, subject to 
open competitive examination. 


Yours faithfully, 


B. KENNETH FLETCHER. 
Bromley, Kent. 


[We are grateful to the Civil Service Commission 
for the following comments: It is not easy to describe 
in a brief note the complications of recruitment to a 
Service of 666,000 people. Full details can be found in 
the annual reports of the Civil Service Commissioners, 
obtainable from Her Majesty’s Stationery Office. 
The Commissioners are mainly concerned with re- 
cruitment from outside the Civil Service. The em- 
ploying departments are usually responsible for the 
filling of posts by the promotion of people already 
established in the Service, the main exceptions being 
where established civil servants are being considered 
for promotion or transfer to posts involving work 
quite different from what they are doing. Recruitment 
is normally through open competitive examinations 
(written tests or interviews or both) conducted by the 


` Commissioners. There are two main sets of exceptions 


to this rule. Firstly, with a large number of minor 
posts, including many in the Post Office, to which 
recruitment is purely local, country-wide competitions 
would be impracticable, and departments are res- 
ponsible for initial recruitment (with local publicity), 
through examinations provided by the Commissioners 
or under general conditions approved by them. No 
recruit is subsequently established unless he has 
either been successful in an examination conducted 
by the Commissioners or been found suitable after 
a period of trial on the job. Secondly, with some classes, 
such as the clerical class, open competition has in 
recent years failed to fill the vacancies and special 
establishment schemes are held for temporary civil 
servants already in the classes; under such schemes 
selection is based either on examinations similar to 
those in open competitions or on departmental reports 
on the work done during prescribed periods of tem- 
porary employment, and the standard for success is the 
same as in open competitions. There were many such 
schemes in the years just after the war when, because 
of the cessation of permanent recruitment during the 
war and the expansion of the Civil Service, there was a 
very large number of permanent posts to be filled. 
Such schemes are now becoming less frequent. 
Whatever the method of selection it is the Commis- 
sioners’ duty to ensure that recruits have the requisite 
‘knowledge and ability’. For general service classes 
such as the executive and clerical, the Commissioners 
hold examinations which are tests of educational 
ability. For classes of a professional or specialist 
nature they usually test relevant knowledge and 
experience by the records of candidates and their 
performance at interview (in addition to requiring, 
where appropriate, recognized qualifications), not by 
éducational examination, + EDITOR.] 
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Lost Cheque: Indemnity 


Sir, ~ Your correspondent ‘G. R (December 25th 
issue) may be interested in a similar experience which 
we had recently with a local authority. ` 

An indemnity was required by the authority but 
they were advised that we were not prepared to give 
one and to instruct their bank to stop payment of the 
cheque in the normal way. We did, of course, under- 
take to return the original cheque should it come to 
hand. 

The refusal to give the indemnity apparently 
presented no problems to this particular authority 
as we received a further cheque in payment of the 
account within a few days. 

It does seem to be an extraordinary procedure 
even to ask for indemnities in cases of this kind 
which are dealt with without question and quite 
simply in the normal course of business in commerce 
generally. 

It would be interesting to know in what other ways 
local and other public authorities are spending 
unnecessary time ~ wasteful both to themselves and 
to their correspondents. 

Yours faithfully, 
LAURIE H. THOMAS, 
Secretary, 

London, Wr. NATIONAL Book LEAGUE. 
Sir, — With reference to the letter in your issue of 
December 25th signed by ‘G. R.’, my company have 
had an exactly similar experience with a public 
authority about five years ago. 

We also refused to sign an indemnity and after a 
great deal of correspondence and calls by our 
representative the debt (which fortunately was very 
small) was written off. 

We sincerely trust that your correspondent will be 
more successful in his efforts than we were. 

Yours faithfully, 


. + 
DH 


Minutes of Company Meetings 


Sir, — When reading the reports of company meetings 
one rarely observes any reference to the minutes of 
the last annual general meeting. Can any of your 
readers inform me, please, of the practice regarding 
the signature of such minutes? So far as exempt 
private companies are concerned, when and how 
ought the minutes to be dealt with? 
Yours faithfully, 
ANXIOUS. 


[The minutes should be signed by the chairman, 
either of that meeting or of the next succeeding one 
(Companies Act, 1948, Section 145 (2)). He need not 
sign them at a meeting, unless of course the articles 
require it, which they rarely do. However, the prudent 
thing is to sign them at a meeting, not necessarily the 
next general meeting but the next board meeting. An 
exempt privave company is in no special position in 
this respect. The convenient course would seem to Be 
to have the minutes of the annual general meeting 
signed by the chairman at the next succeeding board 
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meeting. Copies of the minutes as appearing in the 
minute book can be circulated to the board beforehand 
if thought necessary. At the board meeting the chair- 
man may say something like: ‘Is it your wish that I 
sign these minutes as a true and correct record?’ — 
Editor.] 


The Revenue and Dentists’ Accounts 
SIR, — We would be glad to know methods agreed 
between accountants and the Inland Revenue in 
arriving at the amount owing by the Ministry of 
National Insurance in respect of dental work carried 
out, but not paid for, at the date of the practitioner’s 
accounts. l 
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In view of the manner in which dental cards are 
normally kept, very considerable work would be 
involved, even were it practicable, in extracting the 
balances outstanding at the relevant date. It is 
believed that in certain cases the Revenue is prepared 
to treat the first two or three monthly cheques 
received from the Ministry after the accounting date 
as representing the amount due at that date. 

Experiences of other accountants in this direction 
confirming or refuting this belief would be 


appreciated. Yours faithfully, 
London, EC}. ERIC H. ASCHER & CO. 


CURRENT LAW 


Receiving Order Based on Damages 


The Accountant for April 17th, 1954, dealt with the 
decision of the Divisional Court in Re a Debtor; ex 
parte the Debtor v. Scott and the Official Receiver 
([1954] 1 W.L.R. 393), which supported the Registrar 
in the County Court in proceeding to the hearing of 
a bankruptcy petition against the debtor, though the 
. reduction by the Court of Appeal, in a previous 
action, of damages from {£200 to £25 resulted in a 
figure which was not a correct basis for the pro- 
ceedings. 

The Court of Appeal, in allowing the appeal, reject- 
ed equally with the lower Court the views that the 
action of the Court of Appeal in reducing damages 
extinguished the original debt and that there was 
injustice in the making of the receiving order. But 
they accepted a third point, not taken below, that 
the petitioning creditor must show that the founding 
debt was both payable and available at the date of 
the act of bankruptcy (vide Section 4 (1) of the 
Bankruptcy Act, 1914). This was in fact not the 
case and the receiving order must thus be discharged. 
(Solicitors Journal, August 28th, 1954.) 


Sale of Goods: Bank Guarantee 


In Sinason-Teicher Inter-American Grain Corporation 
v. Otlcakes and Oilseeds Trading Co Ltd (Solicitors 
Journal, November 27th, 1954), the Court of Appeal 
dismissed the appeal of the sellers against the deci- 
sion of Devlin, J. (The Accountant, August 14th, 
1954). The buyers undertook to provide a bank 
guarantee that the documents of title to the goods 
would be taken up on presentation, but there was 
no stipulation as to- time. The contract was made on 
August 11th, 1952; on September roth the guarantee 
had not been forthcoming and the sellers purported 
to cancel the contract, although on the same day the 
buyers’ bank informed them that an irrevocable 
credit had been opened in their favour. Arbitrators 
found that the buyers were under duty to provide 
the guarantee within a reasonable time before the 
date of shipment, October Ist, 1952. Devlin, J., 
agreed and so did the Court of Appeal. 

The latter stated that the proper view of the 


decision in Pavia v. Thurmann-Nielsen (rosa 
2 Q.B. 84) was that, if nothing was said, the letter of 
credit or guarantee must be forthcoming within a 
reasonable time before the date for shipment. In 
this case a reasonable time had not elapsed. 


Agency 

The plaintiff in Hersom o. Bernett (Law Fournal, 
December 3rd, 1954) bought goods for £824 from 
the defendant, believing him to be an agent for an 
undisclosed principal, but he lost the goods to a 
person from whom they had been stolen. He accord- 
ingly sued the defendant, who pleaded that he was 
only the agent of W., but the Court rejected this 
view. 

Roxburgh, J., held that accordingly the defendant 
must be treated as the principal and gave judgment 
for the plaintiff. 


Omission of Words from Will 
By her will a testatrix set up a residuary trust, the 
income from which was to go to the first defendant 
for life and thereafter ‘for all or such one or more 
exclusively or others of her child or children or 
remoter issue or any other person or persons as she 
[the first defendant] should by deed or deeds revo- 
cable or irrevocable or by will or codicil without 
transgressing the rule against perpetuiti s appoint 
and, in default of or subject to any such appointment, 
in trust for her next of kin’. ı 

The first defendant appointed the fund absolutely 
to herself. 

Roxburgh, J., found that the language of the 
words ‘for all or such one or more exclusively or 
others’, particularly, showed that words had been 
inadvertently omitted, which entitled the Court to 
assume that the testatrix had had recourse to recog- 
nized books of precedence, and thus to introduce the 
words which seemed by inadvertence to have been 
omitted. He held, accordingly, that the clause created 
a special appointment which the tenant for life could 
not exercise in her own favour. The deed of appoint- 
ment by the latter was thus invalid. (Re Follett 
(deceased), Barclays Bank Ltd v. Dovell and Another 
(Law Journal, December 35d, 1954).) ` 
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NEW LEGISLATION 


All new Acts are noted in these columns, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC 2. 


STATUTES 
(2 & 3 Eliz. 2) 
Chapter 63: Trustee Savings Banks Act, 1954 


An Act to consolidate the enactments relating to 
' trustee savings banks. 


Price Is 9d. 


Chapter 70: Mines and Quarries Act, 1954 


An Act to make fresh provision with respect to the 
management and contro] of mines and quarries and 
for securing the safety, health and welfare of persons 
emploved thereat; to regulate the employment thereat 
of women and young persons; to require the fencing 
of abandoned and disused mines and of quarries; and 
for purposes connected with the matters aforesaid. 


Price 3s 9d. November 25th, 1954. 


(3 Eliz. 2) 
Chapter 1: National Insurance Act, 1954 


An Act to increase contributions and benefit under 
the National Insurance (Industrial Injuries) Acts, 
1946 to 1953, and the National Insurance Acts, 1946 
to 1953, and for purposes connected with the matters 
aforesaid. 

Price 9d net. 


November 25th, 1954. 


December 22nd, 1954 


Chapter 2: Wireless Telegraphy (Validation of 
Charges) Act, 1954 


An Act to validate certain charges in respect of 
licences under the Wireless Telegraphy Acts, 1904 to 
1926, and for purposes connected with the matter 
aforesaid. 


Price 2d net. December 22nd, 195-4. 


STATUTORY INSTRUMENTS 


The Central Land Board Payments (Scotland) 
Regulations, 1954 


(S.I. 1954 No. 1678 (S. 185)) 


Part I of the Town and Country Planning (Scotland) 
Act, 1954, provides for the making of payments by the 
Central Land Board in respect of past compulsory 
acquisitions and other past acts or events, by reference 
to the claims established against the {£300 million 
fund under Part V of the Town and Country Planning 
(Scotland) Act, 1947. These Regulations prescribe the 
manner in which applications are to be made for such 
payments, the period within which applications are to 
be made and the particulars and evidence to be sub- 
mitted in support of such applications. 


Price 3d net. January Ist, 1955. 


The Town and Country Planning (Compensa- 
tion) (Scotland) Resulations, 1954 


(S.1. 1954 No. 1679 (S. 186)) 


Parts II and V of the Town and Country Planning 
(Scotland) Act, 1954, provide for the payment of 
compensation by reference to claims established 
against the £300 million fund under Part V of the 
Town and Country Planning (Scotland) Act, 1947, 
in respect of decisions refusing planning permission 
or granting it conditionally, and in respect of orders 
made before January rst, 1955 (the date of commence- 
ment of the 1954 Act), revoking or modifying planning 
permissions. ‘These regulations prescribe the manner 
in which claims are to be made for compensation and 
the particulars and evidence to be supplied in respect 
of such claims. 


Price 4d net. January Ist, 1955. 


NOTES AND NOTICES 


Personal 


Messrs HARVEY PREEN & Co, Chartered Account- 
ants, of 17 Basinghall Street, London, EC2, and at 
Bristol, Birmingham, Stratford on Avon and 
Yeovil, announce that as from January Ist, 1955, 
they have admitted into partnership Mr James 
SYDNEY LINOM SPRINGBFTT, A.C.A., and Mr RAYMOND 
Harry WHITELEY, A.C.A. Mr SPRINGBETT has been 
the managing clerk for some years of their London 
office and Mr WHITELEY has acted in a similar 
capacity in their Bristol office. The practice will 
continue to be carried on in the name of Harvey 
` PREEN & Co as it has been since the year 1875. 
Messrs Bryce Hanmer & Co, Chartered Account- 
ants, of 1-3 Stanley Street, Liverpool, i, announce 
that Mr T. LESLIE HANMER, F.C.A., retired from the 
partnership as from December 31st, 1954. 


* 


Messrs JAMES & Cowper, Chartered Accountants, 
of Newbury, announce that as from January Ist, 
1955, Mr J. M. Dinwoonpig, A.C.A., who has been a 
member of their staff for several years, has been taken 
into partnership. The name of the firm will remain 
unchanged. 

Messrs SOMERSET Cowrrer & Co, Chartered 
Accountants, of 199 Piccadilly, London, W1, 
announce that as from January ist, 1955, Mr J. M. 
DINWOODIE, A.C.A., who has been associated with the . 
firm for several years, has been taken into partnership. 
The name of the firm will remain unchanged. 

Messrs JAMES Meston & Company, Chartered 
Accountants, of 6 Golden Square, Aberdeen, intimate 
that they have assumed as a partner Mr ROBERT 
CAMERON BIRNIE REID, B.A., GA, as from January 


Ist, 1955. 
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Mr Aran M. EDWARDS, B.COM., F.C.A., practising as 
Epwarps & Co, Chartered Accountants, at ro 
George Street West, Luton, announces that Mr 
ROBERT JAMES FRASER, A.C.A., A.T.1.1., who has been a 
member of the staff for some time past, has been 
admitted to partnership as from January Ist, 1955. 


Messrs Henry Mapas & Son, Chartered Account- 
ants, of 5 Hill Street, Park Street, Bristol, 1, announce 
that as from January Ist, 1955, they have admitted 
to partnership Mr Prerer H. GIBBS, A.C.A., who re- 
cently joined their staff. The name of the firm 
remains unchanged. 


Messrs FRANKLIN, GREENING & Co, Chartered 
Accountants, of Imperial Chambers, Norfolk Row, 
Shefheld, 1, announce. that as from January ist, 
1955, Mr James STANLEY Hoos, a.c.a. and Mr 
MATTHEW SHEPPARD, A.C.A, are admitted into 
partnership. Both served their articles with the firm 
and have remained on the staff for many years. The 
name of the firm will be unchanged. 


Messrs Percy PHILLIPS & Co, of 76 New Cavendish 
Street, London, Wr, announce that as from January 
ist, 1955, Mr HERBERT FIHLEBON, A.A.C.C.A., who 


has been head of their taxation department for some - 


time, has been admitted as a partner in the firm. 
The partnership will continue under the same name 
as heretofore. 


Messrs BURNETT, SWAYNE & Co, Chartered Ac- 
countants, of 11 Westwood Road, Southampton, 
announce that Mr H. A. H Swayne, F.c.A., who has 
been a member of the firm since 1907, is retiring 
from the partnership as from December 31st, 1954. 
The remaining partners, Mr J. P. BURNETT, F.C.A., 
J.P., and Mr M. Howson GREEN, A.C.A., will continue 
the practice under the same name and from the 
same address. Mr Swayne will continue to be avail- 
able to clients of the firm in a consultative capacity. 


Mr Joun Rem, c.a., of Bank of Scotland Chambers, 
High Street, Wick, announces that as from December 
Ist, 1954, he has assumed Mr SIMON FRASER, C.A., 
as a partner. The firm will be known as RED & 
Fraser, Chartered Accountants. 


Messrs DE PAULA, TURNER, LAKE & Co, Chartered 
Accountants, of 17 Coleman Street, London, EC2, 
announce that as from January rst, 1955, they have 
admitted into partnership Mr CHRISTOPHER WILLIAM 
ARCHER, A.C.A., who has been associated with them 
during the past twelve months. The name of the firm 
will remain unchanged. 


Messrs Epwarps & Epwarps, Incorporated 
Accountants of Dorchester, Dorset, announce that as 
from January rst, 1955, they have taken into partner- 
shin, Mr Joun Maurice KEEPING, A.S.A.A., who 
has been associated with them for the past eighteen 
years. The style of the firm is unchanged. 


Messrs T'uRQUAND, Youncs & Co announce that 
MR PAUL BERNARD ADDINGTON, F.C.A., who has been 
In practice in the City for thirty-three’ years, retired 
from the partnership on December 31st, 1954. 
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Messrs CRONE AND STERRY, Chartered Account- 
ants, announce that as from December 31st, 1954, 
they have removed their offices from St Paul’s 
Chambers, 45 Park View, Whitley Bay, to 68 Park 
View, Whitley Bay. They also announce that shortly 
the firm’s name will be changed to F. H Sterry & 
Co. 

Messrs DARKE, Rosson & Co, of 80 Bishopsgate, 
London, ECz, announce with regret the déath on 
November 27th, 1954, of MR Frang B. DARRE, 
F.C.A., one of the founders of the practice in 1907. 


Messrs Hupspart, Durose & Pain, Chartered 
Accountants of o Low Pavement, Nottingham, 
announce that Mr M. S. FRANK, A.C.A., has retired 
from the firm as from December 31st, 1954. The 
style of the firm will remain unchanged and the 
practice will continue to be carried on from g Low 
Pavement, Nottingham, and 74a Regent Street, 
London, Wr. Mr M. 8. FRANK will practise on his 
own account at Pilgrim House Chambers, 8 South 
Street, Boston, Lincs, as from January Ist, 1955. 

Mr M. S. Frank, A.c.a., and Mr D. T. PRICE, 
A.C.A., announce that as from January Ist, 1955, 
they have entered into partnership and will practise 
under the style of FRANK & Price, at 8 South Street, 
Boston, Lincs. 

Mr J. H. G. PETERKEN, F.S.A.A., practising as 
PETERKEN, BARNES & Co, Incorporated Accountants, 
of 24 Coleman Street, London, EC2, announces that 
he has taken into partnership, as from January Ist, 
1955, Mr JACK BERNARD GUEST, A.S.A.A., Who has been 
associated with him for several years. The firm will 
continue to practice under the name of PETERKEN, 
Barnes & Co. 

Messrs BLEASE & Sons, Chartered Accountants, 
of Clifford’s Inn, London, EC4, and at 223 India 
Buildings, Liverpool, 2, announce that Mr GEORGE 
MALCOLM CUNNINGHAM CROWDER, A.C.A., who has 
been a member of their London staff for some years, 
and Mr ALAN RAYMOND Woopyer, A.C.A., and Mr 
MICHAEL Scorr Moon, A.C.A., both of whom were 
articled at their Liverpool office and who have re- 
mained on the Liverpool staff since qualifying, are 
being admitted into partnership as from January Ist, 
1955. Mr CROWDER will continue at the London 
office and Mr Woopyer and Mr Moon at Liverpool. 


Professional Notes 


Mr J. C. Bracher, a.c.a., has been appointed chief 
accountant of Rotol Ltd and its subsidiary, British 
Messier. i 

Mr K. G. Butcher, A.C.A., has been appointed a 
director of Tozer Kemsley & Millbourn Ltd as from 
January rst. He retains the offices of secretary of the 
company and assistant secretary of Tozer Kemsley 
& Millbourn (Holdings) Ltd. 


Mr K. F. Suggett, A.C.A., has been appointed a 
director of The Vulcan Foundry Ltd as from 
January 1st. He has relinquished his position as 


secretary of the company from that date. oc 


January 8th, 1955 


Transport Commission Appointments 


CHARTERED ACCOUNTANTS TO SERVE 
on AREA BOARDS 


The names of the chairmen and members of the 
Area Boards of the British Transport Commission 
have now been announced. 


Sir Ian Bolton, Bt., opp. H.M.L., J.P., C.A., Vice- 
President of The Institute of Chartered Accountants 
of Scotland, and a member of the Transport Com- 
mission, becomes chairman of the Scottish Area 
Board, and among the other six members of the board 
will be Lieut.-Col. D. H. Cameron of Lochiel, B.A., 
A.C.A., who, as announced in our issue of September 
1rth, 1954, was appointed a member of the Transport 
Commission last autumn. 

The chairman of the Eastern Area Board, which 
has a membership of five, will be Sir Reginald 
Wilson, B.COM., C.A., who is also a member of the 
Transport Commission. 

The boards will commence the work delegated to 
them under Article 5 of the British ‘Transport 
Commission (Organization) Scheme Order 1954, 
on February rst. 


Obituary 
‘ANDREW RITCHIE TEMPLETON, C.A. 

We have learned with regret of the death, at the age of 
59, of Mr Andrew Ritchie Templeton, C.A., a partner 
in the firm of Grahams, Rintoul, Hay, Bell & Co, 
chartered accountants, of Glasgow and London, and a 
member of the Council of The Institute of Chartered 
Accountants of Scotland. 


-= Mr Templeton was admitted to membership of the 


former Institute of Accountants and Actuaries in’ 


Glasgow in 1920 and served for many years as a 
member of the Council of that body. 


A former deacon of the Incorporation of Cordiners 
and a member of the Association of Deacons, he was 
a secretary of the Wool Federation of Scotland, of 
the committee of Scottish Wool Brokers and of the 
co-ordinating committee of Country Wool Merchants’ 
Associations. He was also auditor to Ayr County 
Council. 


The Institute of Actuaries 


An ordinary general meeting of the The Institute of 
Actuaries will be held in the Hall of the Chartered 
Insurance Institute, 20 Aldermanbury, EC2, on 
January 24th, at 5 p.m., when a paper by Mr H. A. R. 
Barnett, F.1.A., entitled “The components of mortality’ 
will be EES 


THE ACCOUNTANT 55 


London and District Society of 
Chartered Accountants 
At a meeting of the London and District Society of 
Chartered Accountants to be held next Wednesday, 
at 6 p.m., in the Oak Hall of the Institute, Mr G. A. 
Rink, Barrister-at-Law, will speak on ‘Estate duty 
points’. 


Reading and District Group of Chartered 
Accountants 

The first meeting of the 1954-55 session of the 
Reacing and District Group of Chartered Accountants 
was held in Reading on December roth when 
members and their articled clerks met for a talk 
by Mr E. R. Neame, A.C.A., of Messrs Coates, Son 
& Co, Stockbrokers, of London. Mr Neame spoke on 
‘Factors which influence the Stock Exchange from 
an accountant’s aspect’ and dealt with many points 
of value and interest to accountants. His address was 
followed by the annual general meeting of the Group. 

Chartered Accountants in the area who are not 
members of the Group are invited to get in touch 
with the Honorary Secretary Mr J. Sewell, A.C.A., 
8 Forbury, Reading, who will gladly supply informa- 
tion as to the Group’s activities. In any event, all 
chartered accountants, whether members or not, are 
invized to attend the talks which take place from 
time to time. 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 
Society will be held during next week: 
Thursday, 5.30 p.m.: Lecture, “The valuation of fixed 


assets’, by Mr David Solomons, B.COM., A.C.A., Reader 
in Accounting, University of London. 


Friday, 5.0 p.m.: New members’ meeting. Film and 
address by the President, Sir Harold Gillett, M.C., F.C.A. 


Students’ Rugby Football Match 

A closely-fought match was played on December 
14th at Old Deer Park, Richmond, between teams 
from the Chartered Accountant Students’ Society 
of London and the combined Cardiff and Bristol 
Students’ Societies. Neither side had scored when the 
game unfortunately had to be abandoned midway 
through the second half, owing to an RES to the 
London captain, Birkett. 

After winning the toss the Combined XV made a 
good start, their heavier forwards obtaining the ball 
frequently and quickly from the loose and with equal 
facility from the line-outs. It was only in the set 
scrums that London had an advantage, thanks to the 
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excellent hooking of Davies and the low packing of 
all eight forwards. Both sides came near to scoring, 
when, first, a Combined XV forward forced his way 
over the goal-line but was held up, and then when the 
London pack were camped on the line fora short period. 

As the game progressed the London pack made 
use of their greater mobility in the loose and the game 
became more even, play settling down between the 
two ‘25s’. In this period each side missed an easy 
chance of scoring with a penalty. 

After the interval the game swung from one end 
to the other in rapid succession, both packs indulging 
in stirring foot rushes, and the Combined XV missed 
the best, and what turned out to be the last, chance 
of scoring when, after a quick heel from the loose 
just outside’ the London ‘25’, and with two men 
over, the bail was knocked forward. Shortly after- 
wards Birkett stumbled awkwardly and broke his 
leg-an unfortunate ending to what had been a 
good, open game. 


f Mansfield Law Club 

The following programme has been arranged by the 
Mansfield Law Club for the new year. Meetings will 
be held on alternate Thursdays at 6 p.m. at the City 
of London College, Moorgate, ECz. 


January 3th: ‘English maritime law’, by the Hon. Mr 
Justice Willmer, 0.8.£., T.D. 

January 27th: “The law and crime detection, the develop- 
ment of a half-century’, by Mr J. P. Eddy, q.c. 

February roth: ‘Topical secretarial practice’, by Mr A. K. 
Martin, F.C.1.s. 

February 24th: “The law and banking’, by Mr Maurice 
Megrah, Barrister-at-Law, Secretary of the Institute of 
Bankers. 

March roth: “The City and the law’, by Mr Desmond Heap, 
LL.D., L.M.T.P.1., Comptroller and City Solicitor of the 
Corporation of London. 

March 24th: ‘The romance of the cheque: its origin and 
development’, by Mr J. Milnes Holden, LL.B., PH.D., 
Barrister-at- Law. 

April 28th: ‘Some English commercial judges’, by Mr 
Clive M. Schmitthoff, LL.D., Barrister-at-Law, MIER, 
May r2th: ‘De laudibus legum angliae’,:a discussion on 

English law:and comparative law. 

May 26th: General meeting. Election of officers and dis- 

cussion of programme for 1955-56. 


Visitors will be welcome at all the meetings. Tea 
will be available in the buffet adjoining the hall 
(Room 114) from 5.30 p.m. 


Accounting Hall of Fame 
Mr George D. Bailey, c.p.a., of Messrs Touche, 
Niven, Bailey & Smart, Detroit, has been named 
chairman, during 1955, of the Board of Nominations 
for the Accounting Hall of Fame at Ohio State 
University. 


January 8th, 1935 


Good Year for National Savings in 1954 


The National Savings Committee announce that 
total savings in 1954 amounted to £1,248 million; 
with withdrawals from past savings at £1,127 
million, the excess of new savings was {121 million. 
The total remaining invested at the end of 1954 was 
£6,051 million. 

Commenting upon the year’s figures, Lord 
Mackintosh of Halifax, Chairman of the National 
Savings Committee, said: 


‘New savings at £1,248 million are £106 million better 
than in 1953, and withdrawals are £20 million less, 
resulting in a net improvement of £126 million, and 
making 1954 the best national savings vear since 1948. 

“This is very welcnme news to the Savings Movement 
and its hard-working voluntary workers. It should also 
be good news for the nation because it shows that the 
individual saver is now resuming his role as an important 
contributory factor in the continued progress of the 
economy. 


SEVENTY-FIVE YEARS AGO 


From The Geeountant op JANUARY 1oTH, 1880 
Extract from leading article entitled 
BANKRUPTCY REFORMS 


An evening contemporary has recently given 
publicity to some correspondence on bankruptcy 
abuses, and suggested reforms, which we reproduce 
elsewhere. These letters have arisen from a communi- 
cation to a daily contemporary from Mr. Russell, the 
Secretary of the Mercantile Law Amendment 
Society. Mr. Russell’s portentous looking document 
only stated in effect what everybody knows, and 
what we should imagine nobody would think of 
disputing, viz. that under the present system of 
administering the estates of insolvents disreputable 
practitioners often enrich themselves at the expense 
of creditors. This is practically what Mr. Russell’s 
elaborately drawn document amounts to, and its 
raison d'étre is probably to be found in the fact, 
not that this secretary has any novel information to 
give or any important suggestion to make, but that 
the members of the Mercantile Law Amendment 
Society desire that the public should occasionally be 
informed of its existence; and the publication of a 
letter by a daily paper when “‘copy’’ does not chance 
to be plentiful, at once accomplishes that purpose, 
and serves to exhibit its secretary as engaged in 
laborious investigations, with the view to sweeping 
away abuses in bankruptcy administration and thereby 
playing the part of benefactor to the commercial 
classes and the public generally. 
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A NATION OF "rows, 


was a deatth of reliable information about the structure of 

retail trade in this country and the relative importance of 
individual traders. When the results of the census became avail- 
able, it was found on examination that there was a lack of balance 
in the existing voluntary panels of retailers, recruited in 1946, 
1947 and 1950, who were (and still are) contributing monthly 
trade statistics. The Board of Trade is now endeavouring to 
strengthen the present sample and, also, to broaden it by bringing 
in some types of businesses, principally food trades, not previously 
represented. This week, the President has written to 19,000 
independent retail shopkeepers throughout Great Britain inviting 
them to send at regular intervals of four (or sometimes five) weeks 
a note of their sales total to his department. One figure only is 
required, that of the aggregate cash and credit sales, representing 
the total value of goods sold and services rendered, for the stipu- 
lated period. Goods sold on hire-purchase should be included at 
their cash value together with any charge for credit provided. 


(RE the 1950 Census of Distribution was taken, there 


Cash received for such sales in previous months should be ` 


excluded. Chemists are asked to omit National Health Service 
charges and receipts under the National Health Service or 
Ministry of Pensions contracts. A guarantee that the figures will be 
treated in the strictest confidence is given together with the assur- 
ance that only the collective results and not individual returns will 
be made public. 

The everyday uses to which the assembled information may be 
put are already well known. The trader can use it as a yard-stick to 
measure fhe progress of his own business against that of the trade 
as a whole. To manufacturers and wholesalers it is of considerable 
value in estimating production and arranging distribution. For 
Government purposes, it serves as a basis for assessing consumer 
expenditure, especially on clothing, footwear and household 
goods. Also, its ready availability makes for greater accuracy in the 
calculations of National income and, in consequence, of the 
estimates of savings and investment. 

In a book review some time ago, we stated that for the long and 
difficult task of controlling industry and trade which lay ahead of it 
on the outbreak of the Second World War, the Board of ‘Trade 
was ‘magnificently unprepared’.t The information now being 
solicited, albeit for peaceful purposes, should help to :ensure.that 
in the unhappy event of another war the errot of past unreadintess 
will not be repeated. It is an exercise whole-heartedly to be 
commended. f 


1 Civil Industry and Trade, by E. L. Hargreaves and M. M. Gowing. See The 
Accountant dated May 30th, 1953, at page 653. 
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LOOKING BEFORE AND AFTER 


58 

PAMPHLET issued recently by the 
A Committee on Auditing Procedure of the 
: American Institute of Accountants con- 
siders the extent of the auditor’s responsibility 
with regard to the disclosure of relevant events 
occurring in the interval between the balance 
sheet date and the completion of his examination. 
The committee points out in its preamble that 
the normal statement of accounts on which the 
auditor reports is “essentially historical in 
character’ representing ‘one instalment in the 
financial history of a business enterprise’. It is 
generally agreed, however, that some happenings 
after the balance sheet date may have a retro- 
spective bearing on the company’s position and, 
also, that much of the audit must take place after 
the financial year has. ended. The problem then 
to be decided is to what extent the auditor is 
responsible for finding out if such an event has 
taken place. 


: The committee expresses the opinion that the 
auditor does not require to extend. the usual 


audit procedures to cover the-transactions of the. 


period in question but it : recognizes that a 
properly designed audit programme should 
include such specific checks. as. verifying the 
subsequent settlement of debtors and obtaining 
statements from creditors as well as more general 
measures like reading the latest.-available minutes 
and management reports. These accepted pre- 
cautions should acquaint the auditor with any 
happening of which he might reasonably be 
expected to have knowledge. 


There are three kinds of after-events or trans- 
actions which thesé normal audit procedures, 
extending into the period subsequent to the 
balance sheet date, might reveal. The first of them 
directly concerns the accuracy of the accounts 
in question and appropriate adjustrnent should 
be made thereto. Common examples are a debt 
thought to be good turning out, on further 
investigation, to be doubtful or bad, and the exact 
determination of a liability for which only an 
approximate provision had been made. The 
secontl category of events has no direct effect on 


Subsequent to the Date of Financial Statements. American 
Institute of Accountants, New York. 


the accounts which therefore do not require 
adjustment but the general effect might be such 
as to render disclosure, by way of a note, desirable. 
Such happenings might include changes in the 
capital structure of the company, the purchase or 
sale of subsidiaries and damage caused to the 
plant by fire, flood or other accident. 


Both these classifications are straightforward 


and their treatment calls for no more than the 
exercise of normal skill and judgment by the 
auditor. The third type of event, however, has to 
be considered very carefully. Examples are 
changes in management, variations in product 
policy, new marketing agreements, strikes, and 
the loss of an important customer. In deciding 
whether the accounts should be annotated in 
respect of any of these, the auditor should satisfy 
himself that the point is material and that the 
inferences to be drawn from the reference -would 
not be misleading. It should not be necessary to’ 
comment on general happenings (such as an 
outbreak of war) where the impact on the com- 


pany might be conjectural and would certainly; 
relate to the future rather than to the immediate 


> 


past. The committee suggests that the auditor ` 


in these circumstances should review all such 
matters critically and that he should press for 
disclosures only in respect of items ‘essential to 
proper interpretation of the finaricial accounts. 
being presented’. 

This expert expression of opinion from 
America will be of much interest to practitioners 
in this country, all of whom, at some time or 
another, must have been confronted with 


similar problems. While the auditor in the 


United Kingdom is helped by the fact that the 
directors’ report which, according to Section 157 
of the 1948 Companies Act must be attached to 
the balance sheet and the chairman’s statement, 
which usually accompanies the accounts, are often 
regarded as proper and convenient media for 
dealing with post-balance sheet events, the duty 
of reasonably ensuring that the shareholders are 


fully informed of everything relevant to the, 
financial statements on which he is reporting” 


rests perhaps even more squarely on him than on 
his American Counterpart for it is an obligation 
imposed by ‘statute., 
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PLANT INSTALLATION 


THE FINANCIAL IMPLICATIONS 
by F. CLIVE DE PAULA, T.D., A.C.A., F.C.W.A. 


Providing the Money 

EFORE any plant installation can begin, 
B somebody must, of course, provide the necessary 

money ~ if we are not to emulate the man in 
the parable who began to build but could not finish. 
So it might be appropriate to start by considering 
briefly the sources from which funds become 
available for this purpose. 

In this age of limited liability companies, the most 
common source of funds in the first instance is the 
original capital provided by shareholders. Though 
we should not forget, in passing, that enterprises do 
exist which are financed by private individuals and 
partnerships. After providing the original capital, 
the owners may make further funds available 

out of the funds set aside by annuel provisions for 

the depreciation of existing plant; or 

out of profits specifically retained in the business 

instead of being withdrawn. 

If the money is not provided by the owners in one 
of the above ways, it may, of course, be provided by 
some form of borrowing. .Debenture stock, or 
mortgage loans, may be issued, in which case the 
money is normally made available for a fairly long 
period. Or, the money might be advanced by a bank 
on overdraft, in which case the period of lending is 
normally ‘fairly short. Nowadays, another form of 
borrowing is sometimes found where industrial 
plant is purchased on the ‘never-never’ by, hire- 
purchase. Finally, in some cases money may be 
obtained by taking extended credit from trade 
creditors, though as a method of financing plant 
installation this is not a method that could be 
advocated by any conservative. accountant. 

However, one thread runs often unnoticed hiari 
the pattern of all the above transactions — namely 
the assumption that the plant can be put to profitable 
use. This is'a point of somé considerable importance 
to which we shall return again later, but no apology 
is made. for referring to this question of the. profit 
motive. For when the shareholder makes capital 
available for plant installation he does so on the 
assumption that his savings invested in this way will 
at least earn him as much as they would if invested in 
savings bonds, or what, vou will. The, same applies 
when he refrains from withdrawing the profits which 
are his, but instead leaves them in the business to 
finance further expansion. In the same way, the 
lender of money is concerned that the plant he helps 
This paper, delivered on December 7th, 1954, forms part 
of a series of twenty lectures under the title “Works 
buildings and services’, arranged by the Department of 
‘Civil and Mechanical Engineering of the University of 
‘Nottingham, as a See course for works and plant 


‘engineers. ' : 
e » 
* 


to buy should be operated profitably. If no profits-are 
made the interest he expects may not be paid. 
Furthermore, he may perhaps be more concerned 
than the shareholder that profits should be made, 
because it is possible that he looks to the accumula- 
tion of profits in the hands of the owners to provide 
the wherewithal to repay the loan capital. 


Using the Money Provided 


Having obtained the necessary funds, there are 
various types of plant which can be obtained, all of. 
which are aimed to assist in the process of converting 
raw materials into saleable products. First comes the 
shelter provided for men and machines in the foim 
of buildings to keep out the weather and provide 
warmth in winter and coolness in summer (if any). 

Then there are the machines ‘used to fashion and 
process the raw material. In addition, there is 
power provided in various forms either to drive the 
machines, or simply to assist men to overcome the 
force of gravity. Finally, there are the various services 
needed in the interests of good housekeeping to 
provide light, heat, air, or to dispose of waste and 
dirt; and those needed in the interests of human 
morale to provide EE health, 

safety, canteens and music, 

Not many of us have the valuable experience of 
providing the above ab initio on a brand new virgin 
site, but nevertheless, in dealing with the subject 
theoretically, we should first discuss the main 
financial considerations that surround the initial 
provision of the above plant. Clearly there will in 
almost every case be several alternatives available for 
the provision of each different item.‘ Each will have 
different technical merits and disadvantages for the 
performance of a particular task. With those we are 
not concerned now. From the financial angle the 
main considerations are 

the original capital cost, and ultimate scrap value 

(if any); - `- 
the expected useful life; . 
the upkeep cost while in use. 
The above must then be weighed for all SR alternative 
available types, although in the last analysis it is 
possible that technical considerations of suitability 
for the task to be performed may outweigh the 
financial considerations. Although, once again it must 


be pointed out that whatever the technical merits, of 


any given item of plant, the touchstone of its success 
will be whether or not it can be operated profitably. 
Although most of us do not have occasion to deal 
with such problems at the inception of a new factory, 
the same principles apply when considering . altera-” 
tions to an existing factory. : . 


60 


Layout Should Never be Final 

Having decided on the layout of buildings, machines 
and services to be installed, there is always the 
natural tendency to feel that the problem is then 
solved and therefore to think of the installation as 
being something fixed-—an attitude of mind en- 
couraged by accountants who refer to the installation 
in the balance sheet as the ‘fixed assets’. Unfortunately 
it is an attitude of mind that can become expensive. 

For a start, it is unlikely that in designing the 
layout we shall have thought of all the snags that are 
likely to crop up, and therefore if at any time we look 
on the installation as being in its final form, we run 


the danger of perpetuating any inefficiencies that may ` 


be inherent in it. From the financial point of view, 
any inefficiency that could be eliminated represents 
money being wasted. 

More important perhaps is the fact that any 
business should be a living entity, and it is one of 
the characteristics of living organisms that at any 
given moment they are in a process of growth or 
decay. Rejecting, therefore, the alternative that the 
business with which we are concerned is in the 


process of decaying, we must work on the assumption ` 


that it is continually subjected to a process of growth 
and change. So that once again too great a degree of 
rigidity may bring undesirable financial results in its 
train; whereas a healthy degree of flexibility in the 
installation should enable changing circumstances to 
be dealt with economically and efficiently. i 

The moral of this argument is, of course, that 
right from the very start the installation should be 
planned with a view to its being continually changed 
as the years go by. This is clearly not easy to do, as it 
must be well-nigh impossible to foresee what the 
changes are likely to be. Nevertheless, it is suggested 
that imaginative planning at the beginning might save 
-a lot of trouble later. It is true that the financial 
implication of this is that we shall probably be 
involved in spending more money in the first place. 
For example, we may make the foundations of our 
single-storey factory strong enough to take a second 
storey should we ever want to add one. Or, if we are 
planning to put only light assembly processes on the 
first floor, we might still build the floors and supports 
strong enough to carry a certain weight of machinery 
should we ever want to put it up there, Any engineer, 
who has been involved in trying to adopt an existing 
installation to other uses, could probably enumerate 
countless other examples of how an acceptance of 
the inevitability of change could have improved an 
installation. 


Repair and Maintenance Costs 
Another aspect of plant installation that is of con- 
siderable financial interest is the cost of the upkeep 
and repair of buildings, machinery and services. 
-Over a period of years these upkeep costs can add up 
to a large sum of money, and it is suggested that 
„ better planning in the first place could go a long way 
SE keeping these repair and maintenance costs 
own. 
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So far as the actual fabric of the building is 
concerned, the cost of upkeep is not generally so very i 
heavy, and there is probably not therefore quite so 
much that can be done to reduce maintenance costs. 
Though, since buildings are mainly structures for 
holding a roof over our heads, the roof being perhaps 
the most vital part, it is surprising how inaccessible 
the roof often is for regular inspection and how 
awkwardly designed when it comes to doing any 
repairs to it. Similarly, on tall buildings, whose 
windows need regular cleaning and whose paintwork 
needs regular repainting, it is surprising how few 
have gantries built permanently on to the eaves to 
carry travelling cradles for those essential operations. 
Instead we spend money paying men to erect 
scaffolding and sling cradles whenever repairs are 
needed. 

The case of service pipes and cables of all kinds 
must be familiar to all. Often these have been 
installed haphazard as they were needed, and as a 
result many of them are inaccessible and hard to trace. 
This must lead to higher maintenance costs than 
ought to be necessary, and can really only be over- 
come by designing the installation in the first place 
so that it is easy of access for repair. The water-pipe 
burst and frozen on the outside of a building in 


. Winter is probably the classic example of bad and 


costly installation — an example that is the laughing- 

stock of any Scandinavian architect or plumber, 
Plant and machinery must likewise be easy to get 

at, if repair and maintenance is not to be difficult and 


thus expensive. Though probably the most useful 


feature is the ability to withdraw whole machines.or . 
complete components of machines, so that planned 
routine maintenance can be undertaken. This is an 
aspect of plant maintenance which is quite rightly 
beginning to receive the attention it deserves. 
However, the routine stripping of machines can be 
made much simpler if the machine can be removed to 
the workshops for the purpose. In the case of electric 
motors, pumps, valves and switchgear, many of which 
are, or can be, standardized, there is little reason why ` 
the necessary spares should not be carried in stock. 
The capital cost of carrying these spares is insignifi- 
cant beside what can be the cost of emergency 
repairs, and the far more important cost of output } 
lost while important machinery stands unexpectedly 
idle. 
The Cost of Moving Material 

Perhaps the most important way in which plant 
layout can create or reduce costs is in its influence on 
the cost of moving raw and semi-processed materials 
round the factory. Ever since the remark was made in 
the Productivity Report on Materials Handling, it 
has become an oft-repeated cliché that u 

handling adds nothing to the raw material except 

. cost. 
And the fact remains that the handling of material is 
probably one of the biggest single creators of cost. 
For the main thing that a customer wants to buy 
from a factory (though he may not himself envisage 
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the transaction in this way) is the productive skill and 
services of its men and machines as applied to the 
raw material. ‘The customer has no particular interest 
in paying for the time and money spent humping the 
raw material round the factory from one operation 
to the next. 


As is well known to anyone who has considered: 


the problem in practice, the cost of material handling 
is primarily influenced by the layout of the buildings 
and plant. Unfortunately, many factories have, like 
Topsy, just growed, with the result that moving 
material round the present processes has become 
haphazard and wasteful. Putting things right can 
then be expensive. Hence the plea that when the 
layout of the buildings and plant is designed in the 
first place, the greatest attention should be paid to 
the flow of materials. Furthermore, every attempt 
should be made to design the layout so that if at a 
later date alterations in the flow of materials have to 
be made, the present layout is so far as possible 
easily adaptable. The main objects to be sought in 
the reduction of handling costs are: 
not to handle the material at all, if possible; 
that material should move from one process to the 
next in as straight a line as possible; 
that the motive power should be provided by gravity 
as much as possible and by human muscle as little 
as possible; 
that no material should be put down on the floor and 
picked up again; 
' material should be kept moving. 
If these objects can be attained by good plant 


. layout, not only can money be saved on the actual 
`- cost of humping material around, but more important 


_ still may be the benefits resulting from smoother and 


` faster production. 


Getting Value for Money 


In the previous sections we have discussed the 
question of providing the money with which to buy 


_ the plant, and we have dealt with the use to which 


that money is put. In particular we have dealt with 
the total amount of money 


spent on the plant itself; 
required to alter the original layout; 


required to maintain the plant in good working 
order; 


needed to move materials round the layout. . 
We now come to the question of whether or not we 


_ get value for all the money we spend, because the 


discussion has, so far, been of the money being spent. 
But what really matters is the effect of that spending 
on the unit cost of the end-products of the plant. 


“For it is only by selling our output that we can 
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survive, and few of us work in a state of economic 
monopoly, in which we can pass on to our customers 
whatever costs we care to incur. Sooner or later the 
pressure of direct competition or of alternative 


‘products will remind us that the production cost of 


our output nust be below its selling price. - 
* 
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Unit Cost of End-product 


In very simple terms, the unit cost of the end- 
product is arrived at by taking the amount of money 
spent and dividing this by the number of units 
produced. In this very simple bit of mathematics it 
is easy to be hypnotized by the £ sign in front of the 
figure of money spent and in front of the unit cost 
figure, which leads us to think that the figure of 
money spent is the key figure; whereas, of course, 
it is the figure of output that is the really important 
one in determining what is the resultant unit cost 
of the end-product. 

The reason for this is no doubt well known to most 
but it is of sufficient importance to merit reiterating. 
It concerns chiefly those very costs of plant which 
we have been discussing. For, once plant is installed 
we are saddled with a large burden of annual expense, 
in writing off the cost of the plant and in keeping it 
in normal working order. Most of these expenses run 
on at a constant rate each year, irrespective of the 
volume of output obtained during the period. In 
addition there are many other expenses in a factory, 
not so directly connected with the actual plant layout, 
which run on year in year out at a constant rate, 
whether the level of output is high or low. As a result ` 
of these ‘fixed’ expenses, the more output we get in a 


“given period from the same amount of plant (and 


the same burden of ‘fixed’ expenses), the lower will 


‘be the unit cost of the end-product. 


Plant Utilization 
So we come round to the fact that probably the most 
important financial implication of any plant installa- 
tion concerns the effective utilization of that plant 
and the output which it is intended to get from it. 
It is therefore of vital importance, when the 
installation is planned in the first place, that careful 


"thought should be given to the way in which the 


required output is to be obtained. For it is of course 
possible to provide enough plant to produce all the 
required output in one shift, with enough capacity 
to meet peak demands at any time during that one shift. 

Since that might be considered a rather lavish 


‘scale of plant, it might be decided to provide enough 


plant to produce the normal requirement of output 
in one shift, with overtime working at peak periods 
or even as a fairly regular feature. 

Alternatively, the plant might be planned to work 
two shifts regularly with a consequent reduction in 
the amount of plant needed to obtain a given amount 
of output. And again overtime working may be added 
as a spasmodic or regular feature to meet any 
increased demand for output. 

Finally, there is the possibility of working the 
plant right through the twenty-four hours of theday 
on three shifts. To anyone working in continuous 
process industries such as gas-works, cpke-oven 
and chemical processes, there is nothing particularly 
unusual in this. But to many people the idea of three: 
shift working is surrounded by an imaginary horde 
of troublesome bogeys. 
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On top of the decision regarding the pattern of 
shifts to be.worked; there is the further consideration 
as to whether the plant is to work those one, two or 
three shifts on four, five, six or seven days a week, 

The financial effect of all the alternatives must be 
worked out in detail for each particular plant. The 
pattern of shifts adopted will, of course, influence to 
a certain degree the amount of ‘fixed’ expense 
incurred. It may also influence such things as the 
cost of plant maintenance. For the more continuously 
the plant operates, the more critical any breakdown 
becomes. There is less time to get at the plant for 
inspection or repair and the general level of mainten- 
ance supervision may have to be much higher, and 
more expensive. It may be necessary to have mainten- 
ance staff constantly in attendance (whether or not 
there is anything particular for them to do), in order 
to be able to deal swiftly with any emergency break- 
down. Well planned preventative maintenance 
becomes more than ever essential. 

Important as this consideration of expense may 
be, the most important effect of different levels of 
shift working is the output that results. For as has 
been said, it is the level of output that has the most 
marked influence on the unit cost of the end-product. 
In order to clarify this, there follows a representative 
illustration of the behaviour of output, expense and 
unit. costs of end-products. It must be emphasized, 
however, that this illustration is hypothetical. It is 
based on observed and calculated figures of actual 
plants. It also contains elements of conjecture, 
-hypothesis and theory. It is not put forward as 
-typical of all and every plant. It merely aims at 
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demonstrating the shape of things that happen. 

Figure I illustrates the kind of behaviour that 
might be anticipated for the level of output at different 
levels of shift working. In this particular example it 
is assumed that the full second shift does not quite 
double the total output, and that, in its turn, the 
third shift adds slightly less output than did the 
second, It is also assumed that the rate of output 
increase is not even throughout the increase in hours 
worked, and that there is, as it were, a ‘sag’ towards 
the middle of the different shifts before the full 
tempo of output picks up with full shift working. It is 
recognized that these important assumptions would 
not necessarily hold good at many plants. At some 
plants the. increase in output might be directly 
proportionate to the increase in hours worked, giving 
an absolutely straight line graph. 

Figure II illustrates the way in which the total 
expenditure on production might be expected to 
increase with the increase of hours worked. Again it 
will be noticed that in total it is assumed that the 
second shift does not increase expenditure as much 
as did the first shift. In its turn the third shift is 
assumed to add expenditure amounting to rather less 
than that of the second shift. So far as the rate of 
increase of expenditure is concerned, it is assumed 
that spending would increase more sharply towards 
the beginning of each shift, and that the rate of 
increase would be far less marked towards the end of 
each shift. Though again it must be.emphasized that 
this need not necessarily be.typical of any particular 
plant. The shape and angle of the expenditure curve 
would be different at every plant studied, although as 
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a basis for Ce it can reasonably be assumed Hours Output Expenditure Cost per unit 
at its pattern would not be greatly different from Units eee 

that illustrated. S i SE = d Ge 

Calculation of Cost per Unit I 1,500 39,000 26'000 — 

From these two curves it is possible to read the i SE 48,000 Se e 

relevant figures of output and expense at each stage. 3 E SE E Se 

These are tabulated in Figure III, on which is then e PE Se Es 164 

calculated the unit cost of the end- -product at each 6 19,500 64,000 3:280 123 

stage of development. To assist comparison, the cost’ 7 22,250 65,000. 2'920 12 

per unit at the end of the first shift has been taken 8 25,000 65,000 2'600 

as 100 per cent. The relationship of the costs per ` oa | 26,000 70,000 2'603 . 104 

unit at other stages of development have then been 10 28,000 477,000 2°750 106 

expressed as . percentages of this. There is no II 30,000 85,000 2815 108 

particular significance in the actual figures thrown up 12 33,000 92,000 ` 2°787 107 

by this calculation, except to illustrate the way in 13 36,000 97,000 2695 104 

which the unit cost of the end-product behaves as I4 41,599 199/999 “T 23 

the utilization of the plant increases and as output è E edn das 2°195 a 
increases. As, however, this behaviour of the cost per ——2—_| 4000 | _ 792,000 | 2125 °> 

unit is less easy to study on a tabulation of figures, 17 48,250 197999 2'218 85 

the result is plotted on the curve shown in Figure IV. 18 49,000 114,000 2'326 89 

19 50,500 120,000 2°376 QI 

Curve of Cost per Unit ee 53,000 TAPIO 2:340 9° 

On the curve of cost per unit shown in Figure IV, Ss 36,500 EE SE Si 

22 1,500 131,000 .] 2'123 2 

probably the only simple curve is that for the first 23 66,500 132,000 1-984. 76 

shift, which is uninfluenced by the different factors 24 68,000 132,000 1-940 Ge 

which affect the levels of output and spending once Figure lil u 


overtime and additional shifts are worked. It is 
t therefore suggested that if the curves of cost per unit 
on the second and third shifts were shorn of these 
extraneous influences they would have a similar 
shape to that of the first shift. They would then 


follow the lines interpolated on Figure IV. 
. ° 


It is clearly dangerous to draw any hard and fast 
conclusions from these final figures, based ‘as they 
are on so many hypothetical assumptions. Neverthe- 
less, these final curves of cost per unit do demonstraté” 
quite clearly the sharp fall in cost per unit that can be 
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expected to follow from the increased utilization of a 
plant. Clearly it is the full utilization of plant on 
one shift that has the most marked effect — although 
it should not be forgotten that very few single shift 
plants work to anything like the full capacity of that 
one shift. The second shift brings the cost per unit 
down appreciably further. The third shift, however, 
does not appear to have such a marked effect on the 
cost per unit, although like the second shift it makes a 
substantial contribution to the total quantum of 
output. 
Plant Balance 
So far in this discussion we have treated the plant 
as if it were all one whole complete and homogeneous 
process. In some cases this may be true, but in the 
majority of plants the whole is in fact made up of a 
great number of smaller units. This does not, 
however, affect the principles we have been discussing. 
‘They apply to each of the individual parts of the whole 
in exactly the same way as they do to a single whole 
plant. The only trouble is that when we come to 
apply these principles to a multiplicity of small 
units within one plant the problem becomes a great 
deal more. difficult to solve. For we have got to deal 
with the difficult problem of plant balance — that is 
to say, of trying to ensure that we have enough, but 
not too much, plant capacity for an assortment of 
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different processes many of which do not appear to be 
connected in any way with each other. 

In practice, the balancing of a complex plant 
layout is almost impossible of exact achievement. All 
that can be done is to try to ensure that there are as 
few bottlenecks as possible and equally few pieces of 
equipment of which the utilization is abnormally low. 
In so far as this can be achieved, we shall have gone a 
long way to getting down the unit cost of the end- 
product.’ 

Wear it Out 


We accountants are often chided with having too . 


cautious an outlook on life, and the accusation may 
be a fair one. At the same time engineers are trained 
in a hard school of stresses and strains, and are 
taught in general that it is bad advertisement to the 
profession if the bridges built collapse under strain 
in use. The natural reaction is to calculate what is 
required, add ro per cent for contingencies, and then 
perhaps double the total ‘for safety’. All this is 
undoubtedly to the good, but it has its repercussions 
when applied to the installation of plant. Here again 
it is a natural worry that subsequent events may 
‘catch one out’ with having installed plant that is too 
small for the demands made. on it, so that one is 
inclined to install plant with plenty of capacity to 
spare ‘just for safety’s sake’. 
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Butas we have seen in the course of this discussion, 
the under-utilization of plant can be a very substantial 
factor in increasing the cost of end-products. In 
fact, the sweeping generalization can be made that it 
is probably the biggest single factor contributing to 
high costs in this and many other countries. 

Not only does an under-utilized plant lead to high 
costs of the end-product, but the plant itself lasts 
too long. Never used to anything like its capacity, it 
lasts for years and years. Tottering merrily along in 
its old age, it is still looked on as being good for 
several more years of useful life. As a result, obsoles- 
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cence overruns it and the factory is left operating 
with obsolete plant which is still not worn out ~ 
whilst younger competitors, or those who were lucky 
enough to be blitzed in the war, operate with more 
efficient modern plant, at still lower cost. 

In conclusion then, it might be appropriate to 
parody a saying that has become well known on the 
wireless, and suggest that when deciding on what 
plant to install: | 


‘It doesn’t matter what you do so long as you 
wear ’em out.’ 


WEEKLY NOTES 


More New Year Honours 


In our last issue it was our privilege to congratulate 
members of the profession whose names appeared 
in the New Year Honours List. 

We should now like to congratulate Mr Robert 
A. Maclean, C.A., who becomes a Knight Bachelor 
for services to industry in Scotland. Mr Maclean is 
chairman and managing director of A. F. Stoddard & 
Co Ltd, of Elderslie, Renfrewshire, and is a member 
of the executive of the Scottish Council (Development 
and Industry). He was closely concerned with the 
Scottish industries exhibitions held in Glasgow last 
year and in 1949. 

We also congratulate Mr William Gairns, C.A., 
Accountant-General, the Ministry of Supply, who has 
been awarded the C.B.E., Mr R. W. Porter, A.S.A.A., 
director of the Eastern Federation of Building 
Trades Employers, who receives the M.B.E., and 
Mr Reginald Thompson, F.c.a., who also receives 
the M.B.E. Mr Thompson practises at Spalding, 
Lincolnshire, and is secretary of the Joint Council of 
British Potato and Vegetable Merchants’ Associa- 
tions. 


The Irish Institute’s Examinations 


At the examinations of The Institute of Chartered 
Accountants in Ireland held in November 1954, a 
total of 183 candidates sat; 67 (37 per cent) of these 
were successful and 116 (63 per cent) failed to satisfy 
the examiners. 

There were 100 candidates for the Final of whom 
34 (34 per cent) passed and 66 (66 per cent) failed. 
In the previous Final examination held in May 1954, 
30 per cent were successful. The first place was 
gained by Mr Brian Alexander Elliott, Belfast, who 
was awarded the ‘Arthur H. Muir’ Memorial Prize. 
Mr George William Coleman, B.a.(Mod.), Dublin, 
came second and Mr Fergus O’Donnell, Strabane, 
` was third. 

In the Intermediate there were 69 candidates of 
whom 26 (38 per cent) passed and 43 (62 per cent) 
failed. Passes in the May 1954 examination were 32 
per cent. The first place was awarded to Mr 
Charles Henry Adams, Belfast, together with the 


‘John Mackie’ Memorial Prize; Mr Dermott James 
McMorrough, Dublin, gained second place and 
Mr John Clayton Rawlins, B.A., Dublin, was third. 
In the Preliminary examination there was a total of 
14 candidates of whom 7 passed and 7 failed. The full 
list of successful candidates, together with a summary 
of results, is published elsewhere in this issue. | 


Town and Country Planning Act, 1954 


The Town and Country Planning Act, 1954, which 
came into force on January 1st does not make easy 
reading. There will be a great demand for the booklet 
on it published last week for the Ministry of Housing 
and Local Government and called How to claim 
payments: A guide to owners of land. First the booklet, 
briefly sets out the purpose of the Act, which is to 
provide for payments for loss of development value 
when the loss is in fact sustained. The payments are 
to be related to the claims established on the £300 
million fund set up by the 1947 Act, which claims 
represent the maximum amount which can be payable 
under the new law. 

There then follow twenty questions, with answers, 
chosen as being the ones most likely to be asked. The 
first ten deal with payments which may be made on 
account of past events i.e., events occurring after the 
1947 Act but before 1955. Questions 1 to 6 concern 
planning restrictions imposed in that period, for 
which compensation is payable by the Minister. 
Questions 7 to ro deal with rather more specialized 
events, where payment is to be made by the Central 
Land Board. In every case the application for 
payment must be made by June 3oth next. 

Questions 11 to 15 deal with compensation for 
planning restrictions imposed after 1954. Questions 
16 to 19 (a) deal with the related subject of acquisition 
by a public authority having powers of compulsory 
purchase. Question 18 is of particular interest to those 
persons, not yet landowners, who are thinking of 
acquiring land for development, e.g. building a house, 
and who are anxious to avoid being compulsorily 
bought out at the controlled price. The answer Son 
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Question 19 (b) is a reminder that where compensation 
is paid but permission to develop is nevertheless 
given at a later date, the compensation has to be 
refunded. Question zo and its answer explain how 
interested persons can find out whether a piece of 
land has an “‘unexpended balance’, and how much it is. 

"The booklet reproduces two forms. One is a form 
of application for compensation for planning re- 
strictions, the other is a form of application for a 
Central Land Board Payment. 


Unused Educational Opportunities 


Early Leaving, a report of the Ministry of Education’s 
Central Advisory Council,! throws some very inter- 
esting light on the reasons why pupils leave grammar 
schools before the completion of the courses available 
to them. The basic information for the report was 
gathered from a ro per cent sample of maintained 
and direct grant grammar schools in England whose 
headmasters were asked questions about pupils who 
had entered their schools in 1946. 

The report shows that out of 27,000 who were 
thought suitable for advanced courses no less than 
10,000, or three out of every eight, left without 
taking them. Of all the pupils who entered grammar 
schools in 1946, 24 per cent left at the age of fifteen 


and only 17 per cent availed themselves of the. 


opportunity of staying at school until the age of 
eighteen. The social background of those staying 
for advanced courses provides food for thought. 
Children from professional and managerial families 
account for 15 per cent of the population in their 
age group. But they comprise 25 per cent of grammar 
school population and 44 per cent of the pupils in 
the sixth form of these schools. The inference which 
must surely be drawn from these figures is that 
pupils from middle-class homes appear to do better. 
than average in the selection tests at the age of eleven, - 
and once in grammar schools, they take greater 
advantage of their opportunities than do children 
from working-class homes. This implies more than 
remaining at school for a longer period, for the 
report shows that they also do better. l 


Efficiency in the Office 


A report bas now been issued by the Organization and 
Methods Group of the Office Management Associa- 
tion on ‘How to design a procedure’. It deals mainly 
with designing procedures and introducing organiza- 
tion and methods studies into offices. At a Press 
conference held last week the chairman of the group 
emphasized the success which has been achieved by 
organization and methods study for Coventry City 
Council where a 25 per cent saving in costs has been 
secured. The chairman also emphasized that although 
ther® was considerable scope for reducing the number 
of inefficiently employed clerks in the country (the 
estimated number of clerks is about 2 million) it was 
not necessary to create unemployment. There was, 
le said, about a ro per cent wastage due to death, 
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marriage and other reasons and a reduction in. staff 
where this was proved to be obtainable could come 
from restricting recruitment. 

The problem of raising the efficiency of clerical 
workers is well known. Many clerical establishments, 
especially in large organizations, have been worked 
out from the days when such labour was less expensive 
than today and office equipment less developed and 
flexible than it has become in recent years. Many 
organizations are now finding it to their advantage to 
introduce various kinds of office equipment, partly 
to increase the output of their office staffs and partly 
to take over the more routine jobs in the office. 
The case for work study in the office has been 
apparent for some time but it is still difficult to 
establish standards by which office workers should be 
judged. As soon as clerical work ceases to be entirely 
repetitive, the adjustment of standards to allow for 
fatigue, degrees of concentration and the like, becomes 
a major problem. 

Many companies, however, have not really come 
up against this last problem as yet. There is still a 
widespread impression that office overheads of all 
kinds have to be endured because there is no means of 
systematically studying the organization’s require- 
ments and how those requirements measure up to the 
existing establishment. Any efforts which can be 
made to reduce this widespread impression are to be 
welcomed. 


New Power Plant 


During 1954 the British Electricity Authority 
installed new generating plant to give an additional 
output of 1,431,000 kilowatts. This compares with ` 
1,413,000 kilowatts installed in 1953 and 1,539,000 
kilowatts in 1952. Although the outcome for the year 
is rather better than might have been expected at one 
time, the new capacity installed is 19,000 kilowatts 
lower than that sanctioned by the Government. It has 
been known for some time that the equipment 
programme of B.E.A. has been held up by a shortage 
of steel. 

The steel shortage has now been overcome and it 
is expected that additional plant will be installed in 
1955. The amount sanctioned by the Government 
for this year is 1,550,000 kilowatts. With the steel 
shortage removed one of the main problems in 
carrying out electrical generating policy will have 
been solved. It should now be possible for the industry 
to keep fairly close to the programme scheduled for 
the 1950s and even make up some of the arrears. 


End of the Road Fund 


In a note on this subject published in our issue of ` 
December 11th, 1954, it was stated that, following the ` 
winding-up of the Road Fund, 


“expenditure on the roads will be made under the 
ordinary subvention of the relevant vote of the 
Ministry of Supply’. 


This should, of course, have read the Ministry of 


Transport and Civil Aviation. e 
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THE ACCOUNTANT ANNUAL AWARDS 
REPORTS OF PUBLIC COMPANIES 


As already announced, The Accountant will make 
two Awards in 1955 in relation to the form and 
contents of confpanies’ reports and accounts. 

One Award was made in 1954 and was presented 
last June to the President of Thos. W. Ward Ltd by 
the then Lord Mayor of London. 

Entry for the two Awards in 1955 is open to 
companies whose shares are quoted on a recognized 
stock exchange in the United Kingdom and the 
Awards will be made in respect of reports and 


accounts laid before companies in general meeting 
within the year ended December 31st, 1954. 
Particular importance is attached to the adequacy of 
the information given and its presentation. 

The panel of judges is composed of: 

Mr Montagu Gedge, q.c., Chairman, Mr W. L. 
Barrows, J.P., F.C.A.; Sir Harold Barton, F.c.a.; Lord 
Latham, J.P., F.a.c.c.A; Mr Thomas Lister, M.A., 
c.a.; Mr Bertram Nelson, J.P., F.S.A.A.; Mr G. Tyser; 
Mr Derek du Pré, Editor, The Accountant. 


Companies are invited to send, for consideration, copies of their reports and 

accounts (with any chairman’s statement circulated therewith) to The Secretary, 

‘The Accountant’? Annual Awards, 4 Drapers’ Gardens, London, EC2. The closing 
date for the receipt of entries for the 1955 Awards is January 31st, 1955. 


FINANCE AND COMMERCE 


Aggressive demand for industrial shares has brought 
exceptionally active conditions to stock-markets since 
the end of the Christmas and New Year account. 
While equity sections have been buoyant, however, 
investment markets, and particularly gilt-edged, 
have been depressed by fears of dearer money and 
higher interest rates. 


Interim Statements 


Public companies are being urged to make an 
interim statement half-way through the year, said 
Mr J. L. Brockhouse, chairman of J. Brockhouse & 
Co Ltd, at the annual meeting. The company’s 
business is in engineering. Mr Brockhouse thought 
there was a ‘good deal of merit’ in the issue of an 
interim statement and the directors, he said, ‘in- 
tended to issue some brief statement as to the 
progress of the company at the time when the 
interim dividend is usually announced. 

‘It must be borne in mind’, he continued, ‘that 
such a statement can be as misleading as perhaps 
informative unless great care is taken in both writing 
them and reading them’. The London Stock Ex- 
change, he pointed out, had for some time insisted 
that the announcement of a final dividend should be 
accompanied by an abridged statement of profits 
for the year, for the very reason, he said, that it was 
the figures that counted and not the interpretation 
which either the board of directors or the individual 
commentators might care to put upon them. 

Mr Brockhouse emphasized, however, the im- 
portance of the audit. The interim statement, he 
went on, was of coursé made without audited figures 
and although they prided themselves on having 
prompt and accurate retyrns monthly, it was not 


A 


until the end of the period when the audit was taken. 
that a true result was known. 


A Warning 


‘I have emphasized this point’, said Mr Brockhouse, 
‘to warn stockholders that when any interim statement 
is made, they should not read into it anything more 
or anything less than is actually stated and also, 
that no board of directors can possibly quote any 
profits figures until they have been subjected to audit.’ 

Any move by a public company towards a better 
information service must be welcomed but from the 
chairman’s concluding remarks, it rather looks as if 
he has nothing more in mind for an interim statement 
than a verbal description of business conditions. 
And if that is so, it is a matter for regret for, as he 
himself admits, ‘it is the figures that count’. S 

In this matter of interim statements, too much 
emphasis we feel, is placed on the audit. No one 
would ever question the importance of the audit of 
the annual accounts. If interim -figures can be 
audited, so much the better. But company directors 
should have sufficient confidence in the accuracy of 
their accounting systems to be able to entrust 
shareholders with the results of that accounting at 
frequent intervals during the annual accounting 
period. 

The G.M. Quarterly 

Into this context, we introduce the accounts issued 
by the General Motors Corporation (of America) for 
the third quarter of 1954 to September 3oth, ac- 
companied by a full report dated October 27th. 
General Motors is the great industrial giant, with 
names like Chevrolet, Pontiac, Oldsmobile, Buick, 
and Cadillac on its cars; Euclid on its earth-moving 
machines and tractors; Frigidaire on its domestic 
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equipment. In this country, every buyer of a 
Vauxhall car from the Luton factory contributes to 
the G.M. figures. In Australia, the Holden car is 
G.M. In Germany, the Opel. And this is only the 
briefest description of its activities. 

For the first nine months of 1954 it employed an 
average of 538,493 persons and payrolls totalled 
$1,887 million. The 1953 nine months’ figures were 
557,261 and $2,009 million. The figures exclude the 
English and German subsidiaries whose figures 
were not consolidated. In the United States, the 
average of hourly-rate employees was 332,297, the 
working week was 39:9 hours and average weekly 
earnings $89°85. The 1953 figures were 392,811, 42:6, 
and $93°45. The figures give an indication of size 
and may be of interest as showing a facet of American 
working conditions. 

The report, with these accounts,. goes deeper into 
its subject than the annual reports of very many 
companies here. It even gives the television and radio 
programmes on which G.M. products are sponsored. 
Graphs show comparative sales in car/truck units 
and in dollars, the graphs indicating what proportion 
came from Government defence expenditure. 

We have given G.M. quarterly an extensive 
reprint and can leave the figures to speak for them- 
selves. We conclude with the query: Why should the 
few thousand miles of water, known as the ‘herring 
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pond’ be the extraordinary accounting frontier we 
all know it is? 


Peso Profits 


Accounting principles on the treatment of foreign 
exchange go by the board when foreign exchange 
breaks down. The Argentine angle on the foreign 
exchange problem is seen in the accounts of The 
Tecka (Argentina) Lands Co Ltd, ‘which reports a 
‘highly satisfactory’ peso profit of 1,579,000 pesos, 
an increase of 320,000 pesos. There, as the chairman, 
Brigadier Hugh Crosland says, the satisfaction ends 
because the company is still not allowed to cross the: 
foreign exchange bridge from pesos into sterling. . 

The company raises sheep and cattle in Chubut 
Territory, Argentina and evidently makes a good job 
of it, but has not paid a dividend for the past five 4 
years. Brigadier Crosland adds that the company, 
like others, has not yet even received the e, per cent 
on its capital invested in Argentina as laid down in 
Argentine regulations. 


Money Market 


A further sharp rise in the Treasury bill rate took 
the average rate to [1 18s 429d per cent on January 
yth, the market bidding at {99 10s 4d per cent. 
Applications totalled £375,480,000. This week’s 
offer is £230 million. 


GENERAL MOTORS CORPORATION 
Results in Brief 


NET SALES 
‘ in millions 
Civilian Defense Toral 
Third quarter 1954 ex es ee «» $1,833 $ 320 $2,153 
Third quarter [953 Sa a aie ae 2,034 46 2,490 
Nine months [954 .. ee .. ee 6,161 1,058 7,219 
Nine months 1953 ea ae ae se 6,533 1,398 7,931 
TAXES 
Provision for United States and Foreign Income Taxes 
{and Excess Profits Taxes in 1953) 
In millions 
1954 1953 
Third quarter ee oe os en ee .. 8 156 $ 242 
Nine months ee .. ae ae en .. we 614 1,006 
NET INCOME 
In millions 
1954 1953 
Third quarter es ae ee se .. ae $ 160 $ 140 


Nine months oe an ee ae ae ee ae 585 453 
EARNINGS ON COMMON STOCK 


Per share 
1954 1953 
Third auarter CR) os ae +. es ae $ 1.79 $ 1.57 
Nine months ee on ae te on ee en 6.58 5.08 


UNIT SALES OF GM CARS AND TRUCKS 
I First Quarter 




















1954 1983 

Manufactured in United States Plants 

Passenger Cars Së vs SS eh Se 705,303 691,485 

Trucks and Coaches ., CS d Dë Sé 417,910 50.37] 

Cars and Trucks Manufactured in 

Ugiced States Plants ee oe oe -- 823,213 842,456 

Canadian Plants ave is ee a a 50,945 64,314 

Total United States and Canada we Së 874,158 96,770 

Oversea#Plancs® ` .. .. TERT 82,446 50,289 
Total Sales all sources ` x a we 936604 957,059 


EMPLOYMENT 
Average 


1954 1953 


Third guier 499,781 550,999 


Nine months .. we Ke ia ‘a Sé „a 533,493 557,261 
PAYROLLS 

In millions 

1954 IK 
Third quarter ee D Ss SR T . $ 586 $ 638 
Nine months .. CS Sc De SS bs Se 1,887 2,009 
NET WORKING CAPITAL 

In millions 
Seotember 30th, [954 EN she SN Ze ae as $1,400 
December Bist, 1953. ` ae ee .. .. .. `. 1,236 
September 30th, 1953 se ae ae on ae ee 1,389 
NYENTORIES 

! fn millions A 
September 36th, 1954 ae eg er sp .. .. $! ,209 
December 3!st, 1953.. en Ae .. .. ae ae 1,447 
September 30th, 1953 .. ee se on ee ee 1,418 


Second Quarter Third Quarter Nine Months 
































1954 1953 1954 1953 1954 1953 

819,745 848,383 638,323 737,280 2,163,371 2,277,148 
112020 134,175 ` 89130 103,198 3193.060 3881344 
931,765 982.558 727,453 840,478 2,482,431 2,665,492 
44654 691685 22439 59190 118.038 184,189 
976,419 “1,052,243 749,892 890,668 2,600,469 2,849,86 hy 
87398 ' 64,033 82845 — 67841 252.689 1861163 
1.063.817 1,120,276 2,853,158 3,035,844 


832.737 958,509 


oe 














* Vauxhall Motors Led, England, Vauxhall passenger cars and Bedford trucks; Adam Opel A.G., Germany, Opel passenger cars and trucks; General Motors- 


Holden's ted, Australia, Holden passenger cars and utility vehicles. 
e 


I š S, 


* 


69° 


T 


“hey; 


NTAN 


DN 


< 


at 


THE ACCO 


January 15th, 1955 


“ = ms r - re A 


SATII ISIYI JO FUdUWIIIIVS [EU WOJ 
Ansas KEU se squewasn[pe YINS JOJ ƏPJAOJd oi SIUJWƏIWIS jeueuy BYI Uj uəA!3 Uaag sey Həyyə sIenbape 
JuawWazeueW jo Voutdo 343 ul “pautWoIsp UAIG IA IOU BAY San UOPLUJWJIJPƏ Add UJEJUOI 
U3INAA SIoVsqUOS? UEI JBPUN SAJI Suyiq JeUly “papnpuos uəəq Jad Se JOU Seu Pe GoIgIoiaua/ qe 
-3pjdde əy3 03 359[qns S8 USIQA |S6) 493je SƏlƏAHƏp [LIVU əsuəjəp uo SIYOAd jo uopejposəusj J, 


pew aq ABW IYI s3uətuə|339s [|e JƏAQ2: O1.Ə3epbəpe ase Salie{pisqns pə3epilosuo> $3} 
pue uonesodJop 343 JO siYjoOq JYI UO səAJəsə41 pug səl1lltquI| J9Y4IO ul pəpnpu; saunouue *jəsuno3 |eJəuə3 
BY? JO pue zuawaFeuew ə9U3 JO uoljuido əy? ul ing səjəuəBuñnuo2 pur SWE asaya sos /(3ljiqel| Iën3uaAg 
oy? Zujunusalep jo dem ou S$] aayy 'səjuəZunuo>s Jayo YIIM Jəul98ol 'ssəulsnq jo asinos Zusujpao 
BYI OF JUSPJOUl SEW JIJYIO pue SsudwaTUjsju; JUaIed NS ‘saxed AupUNS o, AdS Uj səlivipisqns 
PəƏsepHosuo5 s3 puke UORLIOdsOD au Jsuie3e suen snojeAa ai? IYL Sampe JUZUU 


*SuoieJodd zuan Joy Auto pasjnbas ose sO snipes Iuerd 

HI PSISBAUIIS U39Q 7U3IXƏ BQesapjsuod e oi SAeYy yod pə3ljjuuajun YING Wou; 33U pƏlepilosuo2 

Ul] papnpoul useq Jou sey QSUA Dëntuaiun Buyuyetuss suopesado vital pəjsepilosuo5 jo syyosd jo 
3unotug au3 Swuassidas SIyOId UBfaso} Paiänua/mun HOJ SA49S93 SY L SAuO/id UZO pja 

2 *BAISN [SU] 

‘LL61 o 8S6] WO3 000'000'01$ JO SauawAEd jenuue soy sien pun) Bupyuys Y: Feel 21 Avenuel parep 

‘6161 Ənp soanquaqep quad Jed fE aed say-AIUSM 000 '000"00£š JO IGNA aya 03 ayes əu3 WO. spəəxso41d 
39ü BY3 se 000'00S'86Z$ PƏA192943 uopesodseD ays "El yag Avenue UO *seaNjuaqeg 30u39 d fg 


‘ULI snuog au JO suoljsiAaoad INO Zuluses IYI JapUN ZX3ƏAJ]əp 3ININY JOJ 
pjay pue seat Jojsd Joy papaeme soueys epe'pog Zulpnjoul ‘soseys g00'bp8Z'I 03 squnouie sasodind snuoq 
Joy AUNS¥as2 au ut Dau yIOIS VOWWAT ILIA SNOJAZIG JYI WOJ) PUBMIO} PILLI ƏA33S92 Snuoq JYI VI 
BIULjLG YI PUE pos] jO SYIVOU IUU IN Su Uy SNUOCG AO ƏPEU VOsjaosd 24I NUSA soA39sə931 JOPUN 
Pepnjouy sunotwE oy} Siet JOjsd yo SpueMme snuoq jo ssuətuie3ssur pedun au) Sat) 43430 pur sfe 
3Ud4IND UP səpn[5ui Jaays 3jue|eq Parepfosuos aya ‘poet ‘YIDE sequiazdas ay ‘snueg Saaiotduuä 

samt) PUR IWNPOsd soy JUdWUIIASH SNIS pau Əu31 WO I 59|QZAJƏ234 JO ‘EGE! *YINE yvaquwardas 
32 SET LOG'ITZS PUE kS61 'u30E Jaquisjdes 3° 798'2£6°117$ Əpn|5u! ajQqRajoooy SIJON PUE syunosy 
‘os Ajjesgazeid jo ‘paumo-Apoyum dig HUM pəosepHosuops Jou 
səlerpisqns jO Sod paIngl4ssipun Zusjuosaidas ‘Ege; POE saquiaadas Ie EZO'EIZ'ELIS put ‘ESET ‘IOE 
dJaquaadas 3e ||8'9g68'€S]$ sapntaut (snjduns pauses) ssouysng əu3 ut BSN 40} PAaUjEIos ausosul JIN 
i "ypa pojad aseq L Jo SS99XƏ u) BWODU] uo JUDI Jad ÜE JO 974 KEI SIJOJİ ssə>xə uo pue 
YU dad Tç jO 3384 xeIINS PUR XLI jEWJOU DauiouO3 e jo siSeq ay uo Däbiao/Id 24am Saxe s3jO3d Soa 
pug əttiosul Sage palun *£S61 Uj ua Jad ZG jo Sigi xBIINS pue KEJ teu/Iou PSUjquIOD L jO siseq Iy? uo 
Paplacdd uəəq JAVY keet JO SYJUOW Əulu Isuy PUV AdIIEND PHY? IYI 10) SIXEL MUOIUJ 59783S PHUN 


‘ SJUIUAZEJS JEJIULUL. OF SIJON 


D 


EE EEN Tyee eRe 

























































































€18'€62'6r1 ‘TS E1S'E67'6bI'2$ OBS'TOZ'LIS'ZTS OBS'ZOTC'LIS'ZS °° S Sa Sg pojad au 
jo pus ye (snidins pouses) ssoussng 
Su u) Əsn Joz pouezas ouou IGN 
SPO'RENELE 9g€l'9zZ8'06 6Sb'2£8 IC — S99`££S'06 K: spuəpiIAIGi YSED eso L 
llbPoZO0S'i9Z  8S0'+60'Z8 97 IFI'TST — ¿Ss'IO8'/8 ge SPUSPIAIP WOWWOS |ç3O 1 
850°F60'°28 8S0'r60°8 289° 10£'Z8 Z8S'108°Z8 -> (aaeys sad 001$) u301 29quiə1dos 
B6S'ETCLE = fOr‘ ZER 8 — E +> {aaeys Aad OO°I$) u301 aunt 
SSCFël /8 = SEF TOP'LE — SÉ (aueys aad o0'1$) OF Yep 
4203S UOMO 
¥ET'969'6 BAD CET E ££2°969'6 BZO'TET'E ‘+ SPuəpiajp passajasd [noL 
695'T18'T ETS (Ee BISTIET Ers Ce a “* SƏl49s SLES ~ HIOIS PƏ449]94d4 
S99°E88'9 GK At S99°€88'9 SSE ke ae ** SƏlH9$ DOE — 4903S passdjaig 
L šspuəpiA;!q yseg ssə7 
SEIL Gtéeigertt GEO'OÞO'EBZT Sat “° Sg SS = Teo 
961'86/"¿SF GOk Ce er) SCleierge Crikogesl, cia .. popad Su Ae ətuo3sul ION 
Z9Z'h69'/96'1$ OFS'/99'660“7$ HISHUI'POT'TS EOS'ILO'RPR'TS °° Tt" pojaad ayl Jo 


Zujuuiseq zg (snidans pauses) ssouisng 
BY} ut aen AO pəuresəos JOLI JƏN 
Jaen pig 
¥S6l ` 


Ceci PUL pS&I "Van Aedug1daeg pəpuə SYJUOW JUIN O43 A0 
Ssautsng B43 ut BSN 40) pouieza4 BULOIZU] 39N PƏ1epilosuoc2 JO FUBUIDZeIg 


syo 3urN Jawsen PIE ` Sue BUIN 


£S6! 





<96'101'£rh$ 





¥ET'969'6 
961'86Z*¿SP 


— . 


g£6S'¿ST'SCS'¿ 








000'O|b'900'! 


000'Z06'ZPF 
1¥8'S89°Z 


140°091 67} 


Zet tor art 


687'L19°260'9 





682°SS6°226'L 
Eeer, 





ZIIEGS EE 


6L5'970'1E6'LS 
SOL SUIN 





FEE*OTLSETS 





BZO'TET'E . 
60%'ZS6‘6EI 





EBI SSC Ce 





000'F96'1b7Z 


000'69 ‘pI 
SPL‘ lOr'> 


CLE'TOS by 


890°09$'8Z 


L60°8S@'P86' I 





T6S'202'L05'% 
Hä) 





ZI8'199'6 


ETL‘O8h'06h'TS 
Jaen PAL 


Lei 


GK 


16S'Þ6E'Z8 





TEB'BIT'SLSS 





EEZ'969'6 
STI'SIG'HBS 





SSh'ISE'ZOZ'9 





000'0Z9'£19 


000°61 19 


Z62'816'S 


ZClsiegegel 


68S'997'L 


b£6'608'9S7 


gZI'¿€9'S6S'S 





O8S'997'287'L 
SR Ioe ot 





Likiees it 


£969 ‘6172S TEIIpIESI'ZS `° os as e 


SYQUOL] GUI 


*[peonposday) seou ay3 03 apelu og pinous ao ten 


— 


6L1$ 


g90'sie"Ze 


CC CHE 





BLO'TET'E 
TrL'r99°6S1 





£91 ‘bPS'b10°T 





000“/9'sSI 


000'96S°9[ 


958'928°E 


Elke 


JOE SR 


LES 


917'E01"869'I 





$06'80S"21‘Z 





TSO°FITL 


IZ Ee) 


HUNI pag- 


PS6E S 


.. .. `. .. wa 


ew PS 


UOLLLUOD Jo aaeys dad pauata Junoy 


poldəd oun Bujinp Suipueysyno 35o3s 
WOUNUOD JO Saieus JO Jaquinu aseraay 


YICFS uoututuoƏ UO pəuzeə zunowy ` 


.. ** $9098 PƏJ49)94d uo spuaplAiq 
popad 343 40} OWONU JON 


¢* ef 


.. s- xz KR? 


mot 


°" (ES61 Ul $axer saoud ssə>xə pur) 
Save) əuio2ui u3ləjoj pue sa3e3S payun 
ES e SS snuoq səə/o|dtu3 
wIxo ' 
SUO]15113S9J JŽULYIXI 923U/A 52lU94d 
užoj panjwasun jo 3aünəjpg” 
We quatudjnbs pue 'syuzg[d rage 
jea jo ə5uƏ3sə|osqo pue vopepasdoq 
240} UOSIACIg 
ssuniuageap sues dad fE 
UO JUNOSSIP Jo uopgstioug PUL 3594330) 
** rr  $asuad 
-xə əapensjupupe pue ‘jessauul ‘Buis 


en at ees 


ae MAO pa Su133/ JO JASN 
*sedueys 2u1e31ado Jayo puer səjes Jo ISO} 
:ssa7, 
. 4 k 
LE) sa .. .. IL 
as ae Fr ae ve suoj? e 


“InPsp swoou! AIPUNS ssə| ətuo3ul sayo 
- a ss pereplosuo> lou 
sapueduios Aserpisqns jo sšutureə u: damba 
°° SOLES ION 


kd 


£661 pue PS61 "UDO 23əƏquuəe3dəs papua syzuow JUIN au 10} 
GWOIL] pəsepilosuos jo zsuəuuəsye3s 


' S2IWVIGISENS GALVAOMOSNOD ANV NOILVUOdJYOOD SYOLOW “IVYANAD 


January 15th, 1955 


THE ACCOUNTANT 


79 


— 


"A 





SBT'GES'LIE HË THO'SZE SOPS. Z00°6E9'968'F$ 





E j 





—— 


096'9|Z'/Z6 Ç 9I8“I£S'¿06'Z 
Elëitecerizt f1l6'FU1'POZ'Z 





T99'16L'IS 
S8r'EE1'9TL 


$80°69S ‘Tre 





I 000ʻ000ʻ00! 
OOF'P9S‘Est 





tib'£Z6 l 





té 





£Z9'¿08“EP 
I€b'/9F“8Z 
000'ZS8“! £ 
0S6'6SS“C 


498'819'/9 
€82'9F8°IT 





— 





4TB'BZI'LTI 





088'0[6'S90'l 


BAO'TEZ'E 
8Þ0'S08°919 
BC erg ap 
90b FECES 


00/'80S'190'l 











IFC Ze 
S8r EE | '9TZ 


SEO ege Thy 





000°000°“00! 
ec 





EISE) 





SR Së eat 





PhE'6SE' lt 
E9Z'IET'ES 
000'00S‘Z% 
£ES'bb IE 


TTL‘O6L'6I 
££0°6S5L'0% 








IF RO FEI 





9€9°6L6'071'I 


BL0°ZEZ'E 
8£8'E£9“08S 
Z91°EZS'Z6F 
ESZ'OFS'6EÉ 


DOG CSC GEO) 














Zëkieügreerg 
OBS'ZOT'ZIS'T 





AIS Ets 
SBPEEL STZ 


§80'69S ‘Tr 





000'000'00! 
o0r'r9s‘£8! 





PIP ELE’ . 





£10°191 bez 





OFT IPS I+ 
ETI'TZI'8S 
000'009“€Z 
£60°120'S 


€72'606'E8 
pZ0°916'IZ 





000'“000'00E 
Z66°SZ0°BCI 








101 ‘698°9E6 


8L0°ZEZ‘E 

Leg erte 
SÉ rkü og 
Set CR EF 


DO OS E 








901 'EÞL'OTI IS ESB'EST'ZZO'IS 861'H18't8z$ 


ES6I "up 
daquiaidas 





£S6l “ISIE 
J3quasacy 


kee! une 
daguisidss 


=e . e p > > a D 


TWALdVYS GNV SSAH3SHH ‘SAILIMIGVIN 1V.LO L. 
Ie31des jezo 


ee `. qa s. oe 


ae en M+ 8 as aa ae 


(snjduns 
Poudesa) ssəuisnq oun uy əsn JO) pəule394 awo) IAN 
e e oe .. .. .. D snjdans pydep 
9203 ege jezo 

(sareys 218°C | ¢'gg 'pənssi 
Leameus OOO'OOO'OS | ‘paziuouIne) anjea ued ç$ uou1u03 


Ve SE {səzeys Got ‘Bulpuessine pue 

PONSS]) adeus Jad OOS snieA pəjíig3s Sali GES 

Ss SS "rr (səj3eus pp9'seg'] ‘Burpurasino 

*Saueys ZZ/*6£ '(anseə33 ut ssaj Teaieus 99¢'¢ 78" | 

*‘ponssi) aaeys sad 001$ anipa pawas ‘sajtos 00 G$ 

(Saeys 
000'ʻ000'9 ‘pezmoyane) onjea sed anoyyA ‘passaadid 
2yI03S edep 

i jeaideg 


f. ee a6 ee 


en eo +. 2. os Sg .. 


Auedwo> 
Zaelpisqns jo yYoIs ssussejesg—yseaazuy tout 


ae s+ Re ee +. 


SBAIBSOY [VIOL 


KL ka, `. os. ef Sg ké, (suon 
-esado u2Jo3oj oi ə|qeD5o||e Ajjejaueasqns) snoaursjersipy 


a ES Peosge payseaujas /|ə8Je| IAIM YIIUM 
suo|iesado uso; pəlepjjosuon jo sayoud Paätuisgiun 


Es ss E ss ‘+ Z/Suə3Jətua asuajap Əy? 
oi 3uəpi5u| 53503 uoct3jíijiqeuəi 1uetd pue uonjəAuo2əy 


oe .. D ae es — ƏulO3ul pasuajag 
snuog seaAojdwg 
sued 3ysueq seadojdwy 

i Sa, 1əsayu 


er ew +» ea we ee 


ee oe RI ae, ae 


ae `. 


616] anp səanysuoqəq 3u95 zed Fe 


t snoəue|jə3s5|tuu pue 
tsə|3uel eA “SƏxe3'snuoq səo/o|du:3 — saqe Au 


saqe JUALIN [V30], 


syno3s Paiiaiaid uo aqedAed spuspraig 
SWOH ponssse Aipuns pug ‘sjjostAed ‘soxeg 
SS ER SS ES VW ** Əj]qeZed unong 


HGE ION 


SQIINIIS JUDLWUABAGS Sage payuy ssə7 
Sexe SIYOAd ssə5xə pue SWCD] u3lə3o) pue Sage pə3tun 


saqey Auen 


`<. .. ee oe =.: 


t. t. 


IVLIGVO ANY SIAYASAY ‘'SALLITIQY!IT 


m——rrrs 


S8C'6£8'/9£'y$ 


— u. 


OE HITED 


— n r i 


6E1‘BIF'ES 





8E£0'¿/8S'08€'] 
£/6‘OLE'9S+"| 
110 8S6'$8Z'( 








000'690*/9 





SES otkaest 


wa 


LE6‘TOL'¥E 
606°E0! ‘07 
TOZ*6E8 FFE 








OZPOE ESC 





+8Z'E6S'LIP'I 
£h6'9pZ'88S 


OBE'EBT'ZI] 
g££9'08Z'08 tt 


£S6I 'u30E 
Jəequut932dəs 


Lë 


ZHO'SLE'SOP*bS ZO erg geg ké 





IST A X: 


ne 


TSy‘SBT'PS 





SLO'LEE'SES'I 





FOLFII'ZIS'I 
698'SPY'ESO'E 





£0$'807'09 





ESO FEE 





LOBILE'IG 
£66'FSE'6I 
€26°€6SEZZ 





GOEL Uer 





p/ZS'//9'9ph'l 
vz9'gso'grs 


Sei rei ap 


D 


Lve'pei ‘izes 


Frei “ISIE 
Jaquse29g 





KEE EE 





OEE'PITC'ES 


> 





0S£'¿SE'FI 





962°258'S86'| 





TCL'SL1‘1F9't 
BIS'EEO'ZT9'E 





BLE'SHE'BL 





OSZ'6E9'ZBE 





I8Z“£0Z'°'h0! 
OSZ¥E9'6! 
GIT Io Cer 





868'P7L'9EE'T 





Spogen" 
1OLR6E'SZLY 


97625 1608 


D 


E8S'EpO'£PES 


¥S61 "OE 
saquiaidas 


H 


£S6I ‘YI0E 2əƏquio3dəs pue “£S6] “ISIE 2pqurəəəd “PS6I “HIDE Aequiagdas 
39949 o5ueipeq pəzepijosuo>5 
SBINVICGISENS GHLVGFIOSNOSD ANV NOLLVHYOdHOSD SHO.LOW TVUYINAD 


*[pannpoidey] səz0u au 02 əprw 3q Pinoys sruasajay 


SLASSV TVLOL 


Sg oe zs `. .. 


“930 ‘squazeg ‘p]IMpoor 


ae .. 


SSZILYD pəduozog pue sasusdxy predaszg 


"* 3uəuudinbg put sjurg ‘932393 Iran 39 N 


e asuə5ssə|osqo pur voprpaoadap parejNnuuNssy Seat 
ES SS `` juewidinby pus sjueig ‘932353 eau 


SS (seseys 900gr‘ — pS61) Sesodand snucq Jo} Dat 


Aansesa 1 ui 92035 ucuiuuos 


s3əsswv snoəucvJjjə3s!j4 pue SJUDWUZSDAUJ |e3o L 


on oe LA) .. .. 


** saəsse snoəuej|[93SILi 
siueunsəAur HIJO 
** pazeplosuos jou sajueduios Alejpysqns uj ssuetuqsoAur 


Sg of oe ea ae ee 


ISJOSSY SNOBULL[OISIPY PUL squaunsəAur 


eon oe ee b. 


szassy JUALIN [VJOL 


ae ee ae od CR) ea .. 


SƏ14O1USAU| 


(8hS‘616'TS beet *S3UNODIe [nJ 
-3qnop JO} DIUTMOJe Seat S|JQ2AI99943 Sou DU ssunos5y 


4> KL 22? Xr KA? oe ef 3503 26 
e USI 3jous —sənjin>əs JUSWUIZACTD Saieg Paan 
.. oe aq 7 >- .. .. oe oa use> 


sjossy zuan 


s.L3SSV 


w U U UU JU U ULLLL.luVwruGnzwya a ——  . .. Ul .0.LILLËUI A —<a—— ——  -..L¿ULLUL@Ə@oƏ&RR u ———. .LLllU——E, F 


January 15th, 1955 


THE ACCOUNTANT 


. 74 


REVIEWS 


The Principles of Modern Company Law 
by L. G. B. Gower, LL.M.(Lond.) 
(Stevens & Sons Ltd, London. 45s net) 


This excellent book is a joy to read. Professor Gower 
has brought to it an almost boundless knowledge of 
the subject, an unflagging enthusiasm to impart it 
to others, and the happy knack of explaining com- 
plicated matters in simple and arresting language. 

Not the least attractive feature of Professor Gower’s 
book is that he devotes some so of the 500-odd pages 
to a penetrating study of the history of company 
law in this country. Time allotted to reading this is 
more than well spent for it provides the key to many 
of the problems which seem so baffling to those who 
take the law as they find it now. It is a truism that 
company law and taxation law are now very much 
bound together. The book recognizes this ang 
provides some interesting comments on the mutual 
repercussions of these two complicated branches of 
British law. 

We can confidently recommend this book, not 
only to students coming to the subject for the first 
.time, but to everyone concerned with it, no matter 
how experienced. If, however, we may venture on a 
` little gentle criticism of such an excellent book, we 
would suggest that the persistent use of the word 
‘securities’ as including shares may confuse the 
student when he comes to other branches of the law, 
such as stamp duties. The statement on page 448 
that a balance sheet must be signed by two directors 
might be construed as extending to every copy of the 
balance sheet. In our view, it is only the balance sheet 
laid before the company in general meeting which is 
subject to this requirement under Section 155 (1). 
In dealing with the Cook v. Deeks line of cases on 
‘page 499, the author could properly have mentioned 
Ving v. Robertson and Woodcock ([1912] 56 Sol. J. 
412), but it may well be that he considered it no 
longer good law, and he is probably right. 


Back Duty Manual 
by A. J. Roper, B.Sc.(Hons.) 
(Butterworth & Co (Publishers) Ltd, London. 25s net) 


As a former Senior Inspector of Taxes, and in parti- 
cular as a former official in the Inland Revenue 
Inquiry Branch, Mr Roper’s qualifications to write 
a book on this thorny topic need no emphasis. 
Perusal of the book shows that he has gone to 
considerable trouble to help the reader all he can by 
lucid exposition of the law and practice, with 
particular stress on the obstacles which face- the 
Inland Revenue in back duty cases. 

The author has some penetrating things to say 
about the penalty sections and case law, but the main 
weight of the book is devoted to two complicated 
but imaginary examples which everyone having 

> 


experience of this kind of work will recognize as 
being typical. Although the book has only 124 pages, 
it covers the ground remarkably well. 


Covenants, Settlements and Taxation 


by G. Boughen Graham, LL.B., Barrister-at-. 
Law 


(The Solicitors’ Law Stationery Society Ltd, London. 
10s net) 


This small paper-backed book of 70 pages is devoted 
to the problems of drafting covenants and settlements 
in such a way as to avoid the traps set by Part XVIII 
of the Income Tax Act, 1952, and at the same time 
to keep estate duty repercussions in mind. Fifty-six 
pages of text are followed by twelve common form 
precedents varying from the simple seven-year 
covenant to capital settlements on charities with 
remainder to the settlor’s family. This is a tricky 
subject through which the author makes his way 
with considerable adroitness. 


Retail Trading in Britain, 1850-1950 ` 
by James B. Jefferys : 
(Cambridge University Press, London. sos net) 


This admirable survey of shopkeeping, number XIII 
in the series of economic and social studies produced 
by the National Institute of Economic and Social 
Research, is called in the descriptive sub-title ‘a 
study of trends in retailing with special reference to 
the development of co-operative, multiple shops and 
department store methods of trading’. The first 
three chapters trace the general changes in the 
distributive trades during the past century caused by 
the needs of an ever-expanding and increasingly 
prosperous community. The main feature during 
that long period, in the author’s opinion, has been 
the constant growth in the significance of large-scale 
distribution. He sees no reason why this tendency 
towards concentration should not continue to be a 
major feature of our economy in the future. The 
spread of the nation’s income more evenly over the 
population should further stimulate demand for 
goods hitherto beyond the range of the many and 
this orientation, in turn, should create conditions 
favourable both for mass-production and large-scale 
distribution. 

The second part of the book deals with the history 
and prospects of particular trades ranging from the 
essential to the semi-luxury. The narrative is post 
carefully documented, illustrated and indexed and 
the entire work, as well as being an almogt endless 
source of information for the economist for whom, 
primarily, the volumes in this series are intended, 
should prove of considerable general interest to 
every layman intrigued by shops and shopping. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Cheque Endorsement 


Sir, — It is gratifying that The Chartered Institute of 
Secretaries supports the necessity for reform in the 
matter of cheque endorsement (correspondence 
columns, issue dated January Ist, 1955). 

However, Mr Alexander might have done better 
service to the cause by wholeheartedly supporting 
the Bill which is being presented to Parliament by 
Mr Graham Page. The passing of this Bill combined 
with the initiation of suitable practical routines by 
the banks, would seem to meet the requirements of 


the commercial community without noticeable’ 


alteration to the law and without destroying the 
negotiability of cheques. 
On the other hand, for years past the use of 


bearer cheques crossed ‘not negotiable? has. been.. 


advocated by organizations receiving large numbers 
of cheques from the public. Outside specialized 
business circles, how many members of the public 
use béarer cheques? How many could be persuaded 
in Mr Alexander’s lifetime or mine, that bearer. 
cheques are not risky things? | 

Anybody considering the likelihood of the general 
public becoming converted to the use of bearer 
cheques, whether by direct exhortation or through 
suggestions from the banks, would, if they had been 
invited by Mr Alexander's committee, vote in 
favour of Mr Graham Page’s Bill. 

| | -Yours truly, 
A. H. PROUD, Director and Secretary, 

London, Wr. Bourne & HOLLINGSWORTH LTD. . 


Articled Clerks in Industrial Organizations 


Sir, — It was with particular interest that I read the 
article written by Mr Shaw-Baker entitled ‘Articled 
clerks in industrial organizations’, (January 8th 
issue) since I spent six months of my articles at the 
head office of a large group of manufacturers and 
distributors of motor-cars. 

I differ from your contributor’s view that the six 
months immediately following the passing of the 
Intermediate is the most suitable period in which to 
go into industry. My own experience suggests that 
the full benefit of such training cannot be obtained 
unless one has a thorough grasp of the rudiments of 
consolidated accounts, standard costs, budgetary 
control and a working knowledge of the company 
law as affecting the secretarial side of the business. I 
supgest that not less than a year’s theoretical study, 
after passing the Intermediate, is required. 

My ewn experiences were that, while the spending 
of six months of my articles in industry and commerce 
ewas both interesting and beneficial to me, I doubt 
whether the experiment was so successful from the 
point of view of the group to which I was attached. 


I was placed under the direct supervision of the 
secretary of the parent company and the assistant 
comptroller of the group and spent most of my time 
in the comptroller’s department which was practically 
wholly composed of several brilliant accountants 
(nearly all chartered) who had reached the zenith of 
their distinguished careers and were each specialists 
in their particular sphere of the business. In such 
company, I at first felt out of place and insignificant. 
However, most of the staff were sympathetic towards 
me, although I suspect that at first the majority 
considered the experiment as ill-advised, in that I was 
too inexperienced to prove useful. I hope that at the 
end of my stay these misgivings were to some 
measure at least, proved incorrect. | 
_I gained experience in consolidated accounts, 
standard costs and-budgetary control, preparation of 
trading and capital budgets, group taxation, stock 
control, secretarial practice, etc. I am certain that I 
required all of the three-and-a-half years’ theoretical 
study that lay behind me when I commenced my 
sojourn with the group, and I am equally sure that I 
should not have been taken on unless I had had this 
knowledge. Moreover, my experiences were fresh in 
my ‘mind when I sat my Final examination last 
November. Yours faithfully, 


London, SWr. V. THURSBY-PELHAM. 


Burdens, Costs and Sacrifices 


SIR, — I read with interest the editorial on the 
Verdon Smith report on trade censuses that appeared 
in your issue of November 6th, 1954. May I draw 
attention to the following statement in the editorial- 
ist’s conclusion: 

“The direct cost to the nation of the censuses is 
not great; that for the census of production averages 
£180,000 per annnuin.’ f 

The implication contained in the above comment 
appears to be that some {180,000 are used up every 
year and that a census of production appears in their 
place. The following question seems to be implied. 
Is the sacrifice of the money, which represents a 
burden to the nation, worth while? 

Let us get behind the editorialist’s words and 
scrutinize the facts: We observe that the £180,000 
have moved from one banking account to several 
other banking accounts. They are still there, as intact 
as ever, after the census report has been produced. 
They are in a different place, that is all. Moreover, 
by moving from one banking account to another (or 
several others), the £180,000 have done nothing else 
but accomplish the functional role of purchasing 
power in our present industrial age. The cost, if one 
must use such an expression, lies in the skilled 
statistical brain-work, the,stationery, etc., applied to 


D 


é 


January 15th, 1955 


this particular task. ‘These, indeed, have been used up. 

What was the alternative, moreover, to this brain 
work and material-being used up on the production of 
census work? Either, it seems, being applied to some 
other desirable pursuit within the same sphere, or 
remaining unemployed and idle, with nothing 
produced. In other words, only the on-utilization of 
the statisticians’ services could have been a costly 
burden to the nation. That is, if the terms ‘cost’ and 
‘burden’ are considered objectively in terms of thé 
real and tangible interests of the community. 

To sum up: the £180,000 have moved from one 
place to another place, within the nation. The 
statisticians have done a useful job of work; at least 
your editoriatist thinks so, and I agree with him. 
Distinct identifiable elements have moved in their 
respective directions: Brain work and materials 
towards purposeful consumption; purchasing power 
from one banking account to others. Where, may one 
ask, is the burdensome cost to the nation? 

Possibly other readers share these doubts upon the 
validity of monetary cost as an intrinsic criterion of 
economic performance in our present industrial 
century. It is true that within the working of a 
peacetime economy characterized by a pre-industrial 
‘Treasury-cum-banking technique, and geared to the 
production of proprietary double-entry ‘profit’, 
subjective considerations of monetary cost will 
invariably supersede objective considerations of real 
productivity. In this light we can perceive the 


explanation, if not necessarily the justification, for 


the continued reverence paid to financial cost. 
Yours faithfully, FREDERICK. 


Farm Audit 


Sir, — I have a small practice and for the. first time 
I have obtained a farm audit. I would say that whilst 
working for a firm I had no experience of farm audits. 
The farmer’s previous auditor has died suddenly. 

The purchase, rearing and disposal of turkeys is, 
as is apparently custom, done by the farmer’s wife. 
I should be obliged if readers would advise me: 

(1) How the profit made by the wife is arrived at. 

(2) Whether the wife is normally treated as running 
a separate business, and assessed under Schedule D, 
or whether the receipts from the sales of turkeys are 
included in the farmer’s accounts. 

. Yours faithfully, BEGINNER. 


Registrar of Companies: Photostats 


SIR,- In my recent article ‘Investigations for purchase’, 
I referred at page 4, The Accountant, January Ist, to 
the facility offered by the Registrar of Companies, in 
supplying photostats of any documents on his files. 
Reference was made to a restriction under which 


‘this service was not available to persons whose 


place of business was within the London area. 

I have since been informed that no such restriction 
exists, and that photostats may be obtained by any 
interested party. Yours faithfully, 

Hove, Sussex. FREDERICK A. J. COULDERY. 
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Ready-reckoning at Market ` ` 
Sır, — The explanation of ‘Farmer Shortcut’s’ in- 
triguing method of multiplication, which was 
described by Donald R. in The Accountant of 
November 13th, at page 512, is that in the farmer’s 
doubling process with the pounds he is really using 
parts of the magic series of numbers z, 2, 4, 8, 16, 
32, etc., as multipliers. 
EXAMPLE: Cost of 23 cows at £59 each 








Farmer Shortcut’s method Explanation 
Cows £ £ £ 
23 59 59x I= 59 
II 118 59X 2= 118 
5 236 .. .. 59X 4= 236 ` 
(2) (472) .. .. (59) 8 is not required 
Ë: < 044 .. .. 59X16= 944 
£1,357 £59X23= £1,375 














The halving process with the cows, and the 
subsequent deletion of the lines with even number 
of cows, which are shown in italics in the example, 
act to select the magic numbers which are required, 

Before considering why this selection works 
correctly, it is necessary to realize that the omission 
of the fractions of cows by the farmer can never 


‘affect the whole numbers of cows which appear on 


each line. So we can treat the numbers of cows on 


. each line as if they included the omitted fractions. 


This gives us 23, II'S, 5°75, 2°875 and 1°4375 cows 
instead of 23, 11, 5, 2 and 1 cows. 

It is also necessary to realize that any whole 
number can be built up by adding up a combination 
of one or more of the magic series of numbers 1, 2, 4, 
8, 16, 32, etc., without the necessity of using any 
magic number more than once and each magic . 
number forms part of the combination building up 
a number only if an odd number or an odd number plus 
a fraction multiplied by the magic number comes to 
the number which is being built up. A close study 
shows that these two rules are true and logical. : 

Now, on each of the five lines in the example of 
the multiplication of 23 by so, the number of cows 
on that line multiplied by the magic number of that 
line comes to the number which is being built up (23). 
So — applying the second rule in the previous 
paragraph — only if the number of cows on a line is 
an odd number or an odd number plus a fraction, will 
the magic number of that line be required in the 
combination building up the total number of 
cows (23). ` 

Accountants who may wish to use “Farmer 
Shortcut’s’ method of muliplication can thus rest 
assured that it has a logical basis. Accountants who 
like to show selected clients an occasional number 
trick can be recommended to show ‘Farmer Shortcut’s’ 
method of multiplication, but they are ,strongly 
advised not to follow it up with the explanation 
which appears in this letter. 

Yours faithfully, 
New York. _ DEREK E. COX, A.C.A. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, 
January 5th, 1955, at the Hall of the Institute, Moor- 
gate Place, London, EC2, there were present: 

Mr D. V. House, President, in the chair; Messrs H. 
Garton Ash, 0.B.£., M.C., W. L. Barrows, Sir Harold Barton, 
Mr T. A. Hamilton Baynes, Sir Bernhard Binder, Messrs 
J. Blakey, C. W. Boyce, c.B.E., W. G. Campbell, P. F. 
Carpenter, D. A. Clarke, J. Clayton, S. W. Cornwell, 
E. C. Corton, À. S. H. Dicker, M.B.E., P. F. Granger, Sir 
Harold Howitt, G.B.E., D.S.O., M.C., Sir Russell Kettle, 
Messrs W. H. Lawson, c.B.E., R. B. Leech, M.B.E., T.D., 
R. McNeil, K. A. E. Moore, C. U. Peat, M.C., P. M. Rees, 
M.C., P. V. Roberts, Sir Thomas Robson, M.B.E., Messrs 
G. F. Saunders, Gilbert D. Shepherd, M.B.E., K. G. 
Shuttleworth, B. Smallpeice, C. M. Strachan, 0O.B.E., 
E. D. Tavlor, G. L. C. Touche, E. Gordon Turner, M.C., 
A. D. Walker, Sir Nicholas Waterhouse, K.B.E., M.A., 
Messrs M. Wheatley Jones, E. F. G. Whinney, with the 
Secretary. 


Death of Mr F. R. M. de Paula, C.B.E., F.C.A. 


The Council received with very great regret the report 
of the death of Mr Frederic Rudolf Mackley de 
Paula, C.B.E., F.C.A.. London, a former member of 
the Council. ` 


Re-admission to Membership 


Two applications for re-admission to membership were 
acceded to. 


Exemption from the Preliminary Examination 


One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 


Reduction in Period of Service ‘under Articles 


Two applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Exemption from the Intermediate Examination 


Two applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to. 


Articled Clerks engaging in Other Business 


The Council acceded to four applications under bye- 
law 57 from articled clerks to engage during their 
service under articles in other business for the sole 
purpose and to the limited extent specified in their 
applications. 


Endorsement of Cheques 


Mr R. Graham Page, M.P., has asked the Council for 
its views on his proposed Bill to provide that if a 
chegue is paid direct into the payee’s bank account 
the bank’s normal marking of the cheque, with the 
rubber stamp special crossing to itself, shall act as 
an endorsement. The Council has informed Mr Page 
that it supports the proposal for a revision of the law 
án order to save the considerable amount of un- 
productive time now spent in industrial, commercial 
and other businesses in endorsing cheques which 


are to be paid direct into the payee’s bank account; but 
that on the legal and banking aspects of the proposal 
the Council expresses no view. 

When settling the terms of the reply to be sent to 
Mr Page the Council considered whether the reply 
should include a reference to the practice of giving 
a receipt on the back of a cheque and a suggestion 
that this facility should be retained. The Council 
decided not to include any comments ‘on this point 
for the reason explained below. 

In 1951 the Council took solicitors’ advice regarding 
the issue of receipts for payments made by cheque 
and this advice was communicated to members in the 
Members’ Handbook (page 138). According to that 
advice an endorsed cheque is of considerable value as 
evidence of payment (which could be produced in 
Court) but it is not conclusive evidence because it must 
be proved that the cheque refers to the particular 
transaction in connection with which payment is 
disputed. On the basis of that advice, the Council is of 
the opinion that the inclusion, on the back of a cheque, 
of words which form a receipt when the cheque is 
endorsed does not add to the value of the cheque as 
evidence of payment unless the wording of the 
receipt specifies the subject-matter of the payment. 

Since there is always a possibility of a cheque being 
misappropriated (either after endorsement by the 
payee or by forged endorsement) unless specially 
crossed to guard against such misappropriation, the 
Council considers that an unendorsed cheque which 
can be proved to have been paid into the payee’s bank 
account should provide better evidence of payment 
than an endorsed cheque which cannot be proved. to 
have been paid into that account. Accordingly, the 
Council decided that it was unnecessary to make ‘any 
representations to Mr Page regarding the effect of his | 
proposal on the practice of giving a receipt on the 
back of a cheque. 


Certificates of Practice etc. 


It was resolved: 

(1) That certificates of practice be issued to the 
following twenty-nine associates who have commenced 
to practise: 

Bancroft, Michael Emmanuel; 1954, A.C.A.; 9 Glenathol 

Road, Liverpool, 18. 

Bicker, Norman Edward; 1954, A.C.A.; (*Bicker, Son & 

Dowden), Hinton Buildings, Hinton Road, Bournemouth. 
Bird, Benjamin Michael, M.A.; 1934, A.C.A.; (Buckley, Hall, 

Devin & Co), 82 King William Street, London. EC4. 
Brett, Michael Jeffery; 1953, A.C.A.; 13 Market Hill, 

Southam, near Rugby. 

Butcher, Miss Theodora Janet; 1954, A.C.A.; 96 Boston 

Gardens, Brentford, Middlesex. 

Clisset, John; 1954, A.C.A.; 11 Alston Avenue, Sale, 

Manchester. 

Clough, Ronald; 1948, A.C.A.; (Norman Hurtley & Co), 

Atlas Chambers, King Street, Leeds, 1. 

Conlin, Clive Bernard John; 1954, A.C.A.; (Clive Conlin & - 

Co), 98 Sandy Lane, Stretford, Lancashire. 

Heslop, James Roland (jun.); 1954, A.C.A.; (Strachan & 

Co), 57 Grainger Street, Newcastle upon Tyne, 1. 
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Heslop, Wilfrid John Maurice; 1954, A.C.A.; (Strachan & 
Co), 57 Grainger Street, Newcastle upon Tyne, t, 

Koch, Edwin Miller; 1953, A.C.A.; (E. M. Koch & Co), 
Riversdale, Islip, Oxon. 

Lowe, John Andrew Pennington; 1951, A.C.A.; (*Hollows 
& Hesketh), 37 King Street, Wigan, and at Skelmersdale. 


. Lowe, William Arthur; 1954, A.C.A.; (Frazer, Lowe & Co), 


Si 5-275 Martins Bank Building, Water Street, Liverpool, 
and at Kirkby. 

Nach, Trevor Tiffin; 1949, A.C.A.; (T. Tiffin Nash & Co), 
33 Lawrence Road, Hove 3, Sussex. 

Newman, Philip; 1954, A.C.A.; (*Leigh, Butler & Walker) 
and (Walker, Newman & Ce), Argyle House, 29-31 
Euston Road, London, NW:. 

Pearce, John Frederick; 1931, A.C.A.; 5 Copthall Court, 
London, EC2. 

Rainsford, Harry Benfield; 1924, A.C.A.; Stockbury House, 
Church Street, Storrington, Sussex. 

Ross, John Hartley; 1939, A.C.A.; (Charles Comins & Co), 
so Cannon Street, London, EC4, and at Framlingham. 

Rowles, Arthur Leonard; 1954, A.C.A.; (Barron, Bass & 


we Kings Chambers, 29-31 Portugal Street, London, 
C2. 


Salomon, Rupert Neville; 1952, A.C.A.; (White, Salomon & ` 


Sc Barclays Bank Building, 73 Cheapside, London, 
2. 


Sharp, Stanley Herbert; 1952, A.C.A.; (*Hunter Jones, 
Halford & Co) and (Hunter & Whitlow), Bank Chambers, 
45 Ludgate Hill, London, EC4. 

Stanton, Walter; 1952, A.C.A.; (Febeson & Arbeid), 63-65 
Piccadilly, London, W1. 

Stockman, Lewis; 1954, A.C.A.; 14 Essex Street, Strand, 
London, WC2. 

Telfer, Selvvn Walker, p.com.; 1951, A.C.A; 33 Clayton 
Street, Newcastle upon Tyne, 1. 

Torgersen, Paul Fredrick; 1939, A.C.A.; 2 East Grange, 
Newcastle Road, Sunderland. 

Walton, Miss Winifred Mary; 1954, A.C.A.; 374 Seven 
Sisters Road, Finsbury Park, London, N4. 

Warner, Kenneth Sidney; 1954, A.C.A.; (#H. J. Cox & Co), 
Cardiff Chambers, 4 Cardiff Road, Luton, and at 
Harpenden. 

Williams, Richard Harewood; 1939, A.C.A; (Wood & 
Co), 1 Old Burlington Street, London, Wr. 


Woodhouse, Cecil; 1954, A.C.A.; 70 Forest End, Waterloo- 
ville, Hampshire. 


(2) That thirty-six associates be elected to fellowship 


under clause 6 of the supplemental Charter (bye- 
law 31). 


ë placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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(3) That one associate ghe elected to fellowship under 
clause 9 of the supplemental Charter (bye-law 37). 


(4) That four associates be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye- 
law 31). 


A list of those who complete their fellowship or 
membership before January 18th will appear in The 
Accountant of January 22nd. 


Registration of Articles 
The Secretary reported that 95 articles of clerkship 
were registered during the month of December 1954 
making a total of 1,547 for the year, as compared with 
106 in December 1953, and a total of 1,361 for that year. 


Change of Name 
The Secretary reported that the following change of 
name had been made in the Institute records: 
Mr Paul Frederick Torgersen to Paul Fredrick Torgersen. 


Resignations 
The Secretary reported the resignations of: 


Mr Adrian Francis Balmforth, a.c.a., Liverpool. 
» Gilbert Maxwell Hardie, A.C.A., Bexhill-on-Sea. 
» William Mostyn Howell, a.c.a., Merthyr Tydfil. 
» William John Rutherford, A.C.A., Derby. 


Deaths of Members ` 
The Council received with regret the Secretary’s 
report of the deaths of the following members: 
Mr William Leonard Barrett, F.c.a., Ilfracombe. 
» Harry Victor Bromehead, A.C.A., Sheffield. 
» Thomas Harry Clegg, M.B.E., M.C., A.C.A., 
» Frank Bourne Darke, F.c.A,, London. 
» Thomas Rutherford Edwards, A.C.A., Boston, U. S.A, 
a William Eyre, F.c.a., New York. 
„» Thomas Eyton, F.c.a., Newcastle upon Tyne. 
» John Edward Hanson, A.C.A., Birmingham. 
— Frank Goodliffe Hickling, A.C.A., Nottingham. 
„ Samuel Pim Jackson, F.c.A., Bristol. 
» Thomas Warren Job, A.C.A., Liverpool. 
» Thomas Holme Nicholson, ong, F.c.A., London. 


, Rowland Waddington Scurrah, a.c.a., Sutton 
Coldfield. 


» Willie Tunnicliffe, A.C.A., Birmingham. 


Norwich. 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
Bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 

hearing held on December Ist, 1954. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Kenneth 
Ian Murray, A.C.A., failed to satisfy a judgment debt 
and was adjudged .bankrupt within the meaning of 
Clause 21, sub-clause (4) of the supplemental 
Royal Charter in that he failed to satisfy a final 


judgment for £87 8s od together with the sum of 


£8 8s od costs obtained against him, and in that he 


was adjudged bankrupt on August 7th, 1954, so as 
to render himself liable to exclusion or suspension 
from membership of the Institute. The Committee 
found that the formal complaint against Kenneth Jan 
Murray, A.C.A., had been proved and the Committee 
ordered that Kenneth Ian Murray, a.c.a., of Abinger 
Hall Cottage, Abinger Hammer, near Dorking, 
Surrey, be excluded from membership of the 
Institute. 
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CHARTERED ACCOUNTANTS IN IRELAND 
SPECIAL GENERAL MEETING 


‘The second of the two successive general meetings of 
The Institute of Chartered Accountants in Ireland, 
required by bye-law 121, in connection with the 
proposed new bye-laws, was held on Friday 
December 17th, 1954, at The Library, Brand’s Build- 
ings, 49 Donegall Place, Belfast. 


Attendance 


Mr D Butler, r.c.a., President of the Institute, was in 
the chair, and the following members were present: 
Messrs F. Cleland, Vice-President, H. E. A. Addy, 
A. E. Dawson, G. F. Klingner, R. E. McClure, H. Trevor 
Montgomery, R. P. F. Olden, J. Walker, and D, McC. 


Watson (members of the Council); E, W. C. W. Bailey, A. S. 


` Boyd, S. A. Boyd, W. H Brandon, H. G. Brown, G. E 
Cameron, R. N. Crawford, J. Davidson, W. C. Gardiner, 
J. Graham, 8. H. Laughlin, T. D. Lorimer, H. Meharg, 
D. H. Montgomery, J. J. Patterson, G. Stewart, T. R. 
Spence, D. H. Templeton, with Mr H. Stevenson, Joint 
Secretary, in attendance. 


- Apologies for absence were submitted for Mr W. H. 
Fitzsimons and Mr P. J. Purtill (members of ‘the 


Council), Mr W. E. Crawford, Secretary and dee 
and Mr D. W. Pratt. š 


Draft Bye-laws 


The following special resolution passed at the TM 
special general meeting held in Dublin on November 
6th-24th, 1954, was unanimously confirmed and 
adopted on the proposal of the President (Mr P. 
Butler, F.c.A.) seconded by the Vice-President (Mr 
F. Cleland, F.c.a.): 


“That the draft bye-laws in the form already approved 
by this meeting shall be presented as soon as practicable 
to the Government of the Republic of Ireland and to the 
Privy Council of Northern Ireland and that as anc from 
the date on which the said bye-laws shall have been 
allowéd by both the Government of the Repuklic of 
Ireland and the Privy Council of Northern Ireland the 
old bye-laws of the Institute (allowed on July 25th, 
1942, by the Government of Ireland and on November 
6th, 1942, by the Privy Council of Northern Ireland) be 
entirely abrogated and cancelled and the proposed new 
bye-laws shall come into full force and operation.’ 


Vote of Thanks to Chairman 


A hearty vote of thanks to the President, Mr P. 
Butler, F.c.A., for the manner in which he had presided 
at and conducted the special meetings was proposed by 
Mr H. E. A. Addy, F.c.a., and carried with acclamation. 


MEETING OF THE COUNCIL 


A special meeting of the Council of The Institute of 
Chartered Accountants in Ireland was held in Belfast 
on VE December 17th, 1954. 


EE 


The President, Mr Patrick Butler, F.c.a., was in the 
chair, and there were also present Messrs F. Cleland 
. Vice-President, H E. A. Addy, A. E. Dawson, G. F. 
Klingner, R. E. McClure, H. Trevor Montgomery, 
R. P. F. Olden, J. Walker and D. McC. Watson, with 
Mr H. Stevenson, Joint Secretary in attendance. 

Apologies for absence were submitted for Messrs 
- W. H. Fitzsimons, P. J. Purtill and Wm. E. Crawford 
Secretary. 


Associate-in-Practice 


Mr David William O’Neill O’Grady, Dublin, applied 
for and was admitted to Associateship-in-Practice with 
effect from January Ist, 1955. 


Bye-laws 
It was noted that the special resolution approving the 
new bye-laws with the modifications adopted at the 
special general meeting of the members of the In- 
“titute in Dublin on November 24th, 1954, had been 
confirmed unanimously at the special general meeting 
held this day in Belfast; and that the new bye-laws 
could therefore now be presented to the Government 
of the Republic of Ireland and to the Privy Council of 
Northern Ireland for allowance. 


November 1954 Examinations . 

The reports of the examiners on the examinations held 
in November 1954 were submitted showing that in the 
Final examination 34 of the 100 candidates had been 
successful, compared with 30 per cent at the previous 
examination; and that in the Intermediate examination 
38 per cent had passed (26 out of 69 candidates) com- 
pared with 32 per cent in the previous examination. 
In the Preliminary examination 7 candidates out of 14 
were successful. 


RESULTS OF EXAMINATIONS HELD IN NOVEMBER 1954 


FINAL EXAMINATION 


. First Place and the ‘Arthur H. Muir’ Memorial Prize 
Elliott, Brian Alexander (Belfast), 


Second Plac 
Coleman, George William (Dublin). 


‘Third Place 
O’Donnell, Fergus (Strabane, Co. Tyrone). 


Full List of Names of Successful Candidates 
(in alphabetical order) 
Boland, Sylvester Patrick (Ballybrack, Co. Dublin); 
‘Clancy, ‘Michael Joseph (Dublin); *Coleman, George 
William -(Dublin); Conlon, Gabriel Thomas: (Belfast); 
Connolly, Denis Eamonn (Dublin); Connolly, Denis 
Hubert (Dublin); Connor, Charles Edward (Ballina, Co. 
Mayo); Corbett, Michael Derrik (Athenry, Co. Galway); 
Crawford, George John (Belfast); Darcy, John Frame 
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(Greystones, Co. Wicklow); Doolan, James (Dublin); 
Doyle, Patrick Bernard (Dublin); Egan, Patrick P. (Shankill, 
Co. Dublin); *Elliott, Brian Alexander (Belfast); Finn, 
Thomas Vincent (Dublin); FitzPatrick, Cuthbert J. A. 
(Newry, Co. Down); Gallagher, Patrick Francis (Dublin); 
Galligan, Andrew Gerard (Cavan); Geddis, Andrew 
- Stafford Brennan (Belfast); Grealy, Patrick (Oranmore, Co. 
Galway); Hughes, John Francis (Dublin); Johnston, 
Raymond David Hallam (Monkstown, Co. Dublin); 
Kavanagh, Patrick Joseph (Dublin); Little, Stanley Laurence 
(Belfast); Lowry, William Eric (Belfast); McKeown, John 
(Milford, Co. Armagh); McMillan, Hazel (Belfast); Morris, 
Michael (London); Murphy, Denis Anthony (Dublin); 
*O’Donnell, Fergus (Strabane, Co. Tyrone); O’Kelly, 
Maurice Edmond (Dublin); Poole, Donald Henry (Skib- 
bereen, Co. Cork); Thompson, Trevor Ernest Alexander 
(Bangor, Co. Down); Turvey, Desmond Edwin (Dublin). 
34 candidates passed 
66 candidates failed, of whom 3 were deferred for re-examina~ 
tion in one subject under bye-law 8 r, 
*See also place list above 


INTERMEDIATE EXAMINATION 


First Place and the ‘John Mackie’ Memorial Prize 
Adams, Charles Henry (Belfast). 
Second Place 
MeMorrough, Dermott James (Dublin). 
Third Place 
Rawlins, John Clayton (Dublin). 
Full List of Names of Successful Candidates 
(tn alphabetical order) 
*Adams, Charles Henry (Belfast); Arnold, Ronald William 
Edward (Belfast); Carney, Augustine Desmond (Clane, 
Co. Kildare); Donegan, Raymond Edward (Dublin); Foo, 
Yee Yuan (Dublin); Graham, Dennis Ewart (Newtownards, 
Co. Down); Griffin, Gerald Rowland (Kilkenny); Gubbins, 
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Joseph Brian (Limerick); Higgins, Thomas Patrick (Sutton, 
Co. Dublin); Horner, John Michael (Bangor, Co. Down); 
Houston, Ronald Leslie (Belfast); Jordan, Samual, (Belfast);. 
Kelly, Gerrard Bartholomew (Castlerea, Co. Roscommon); 
Kelly, Ian Williamson (Dublin); Kelly, William James. 
(Glenageary, Co. Dublin); Kerr, David Andrews (Bangor, 
Co. Down); Layden, Vincent (Carrick-on-Shannon, Co. 
Leitrim); *McMorrough, Dermott James (Dublin); Munro, 
Peter Francis (Dublin); O’Connor, John Joseph (Dublin); 
Orr, David Harold (Killyleagh, Co. Down); O'Sullivan, 
Edward John (Dublin); *Rawlins, John Clayton (Dublin); 
Rennick, Patrick Noel (Longford); Templeton, Brian Orr 
(Belfast); Woods, Francis John, (Dublin). 


26 candidates passed. 43 candidates failed 
*See also place list above. 


PRELIMINARY EXAMINATION 


Full List of Names af Successful Candidates 
in alphabetical order) 

Dunlop, Samuel Leo (Castledawson, Co. Derry); Irwin, 
Ronald Christie (Goshaden, Co. Derry); Kickham, Michael 
John (Enniscorthy, Co. Wexford); Moore, Alexander 
Carleton (Cullybackey, Co. Antrim); Nichols, Michael 
John (Greystones, Co. Wicklow); Tinsley, William Gordon 
Crosby (Bangor, Co. Down); Troughton, Patrick John 
Pike (Carrickfergus), 


7 candidates passed. 7 candidates failed. 
SUMMARY OF RESULTS 
Inter- Pre- I 
Final termediate liminary Total 
Candidates successful .. 34 26 k 7 
Candidates failed 66 43 WE. 116 
Candidates sat .. , IOO 69 I4 183 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


The Secretary of The Institute of Chartered Account- 
ants in England and Wales asks us to reproduce the 
following paragraph, which appeared recently in a 
London evening newspaper: 


OLD BAILEY CASE 
‘In a report of proceedings at the Old Bailey on 
Tuesday, in which Algernon Winston Aylett was con- 
cerned, it was stated that he was a chartered accountant. 
This statement we are now informed is incorrect.’ 


Personal 


Messrs Knox, Cropper & Co, Chartered Ac- 
.countants, of Spencer House, South Place, London, 
EC2, announce that as from January rst, 1955, they 
have taken into partnership, Mr E. W. COLEMAN, 
A.C.A., who served his articles with the firm and has 
been associated with them for a number of years. 
The style of the firm will remain unchanged. 
Messrs Moonie & Youne, Chartered Accountants, 
' announce that as from January 14th, 1955, the 
North Audley Street Office of their practice has been 
‘removed from 35 North Audley Street, London, W1, 
to 5 Mansfield Street, Portland Place, London, W1. 
¿ç MESSRS MOODIE, EPSTEIN & PARTNERS, announce 


that as from January 14th, 1955; the North Audley 

Street office of their practice has been removed from 

s North Audley Street, London, Wr ,to 5 Mansfield 
Street, Portland Place, London, Wr. , 


Messrs Ransom Harrison & Lewis, Incorporated 
‘Accountants, of rr York Street, Sheffield, announce 
that Mr J. Rowan, A.S.A.A., has been admitted’ a 
partner as from January ist, 1955. The style of the 
firm will remain unchanged. 


Messrs SYDENHAM, SNOWDEN, NICHOLSON & Co, 
Chartered Accountants, of 27 Martin Lane, Cannon 
Street, London, EC4, announce that Miss M. 
MANNINGTON, A.C.A, and Mr A. G. W. Scorr, 
A.C.A., Who have been with the firm for a number of 
years, have become partners as from January ist, 
1955. ; 
Messrs H. H. Fosrer Lea & Co, Chartered 
Accountdnts, of 4 King Edward Mansions, 212 
Shaftesbury Avenue, London, WC2, announce that as 
from December 31st, 1954, Mr H. H. FOSTER, F.c.4e, has 
retired from the firm. As from January ist, 1955, the 
practice will be carried on by Mr M. S. Lega, F.c.a., 
under the style of H H. Fosrer Lea & Co at the 
same address, and Mr H. H. Foster will continue to 
be available in a consultative capacity. 

Messrs FREDERICK C.. RILEY & Co, of 8 Yorkshire 
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Street, Burnley, and Messrs T. PARKINSON & Co, of 
3 Ormerod Street, Burnley, announce that as from 
January īst, 1955, their practices have been amal- 
gamated. Mr T. PARKINSON, F.C.A., has retired from 
that date and the combined practice will be carried 
on by Mr E. J. PARKINSON, A.C.A., at 3 Ormerod 
Street, Burnley, under the name of PARKINSON & Co. 


Messrs Hare, Simper & Co, of 40 Warwick 
Street, Leamington Spa, announce that, as from 
December 31st, 1954, the partnership between 
Mr R. K. Hare and Mr E. C. Simper has been 
dissolved. As from January rst, 1955, Mr R. K. 
Hare will practise as Hare & Co at 12 Jury Street, 
Warwick, and Mr E. C. Simper as E. C. SIMPER, 
Certified “Accountant, at 40 Warwick Street, Leaming- 
ton Spa. 


Messrs Joy, Price & Co, of 76 Jesmond Road, 
Newcastle upon Tyne, 2, announce that Mr DONALD 
MceNErLL TAYLOR, A.C.A., has been admitted as a 
partner from January Ist, 1955. The name of the 
firm will be unchanged. 


Professional Notes 


Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.a., Vice- 
President of The Society of Incorporated Accountants 
and a partner in the firm of Hill, Vellacott & Co, has 
been appointed a director of The Ruberoid Co Ltd. ` 


Mr Lawrence W. Robson, F.c.A., F.C.W.A., has been 
elected a director and appointed chairman of 
British Polar Engines Ltd as from January 4th, 1955, 
on which date the acquisition of the company by 
Associated British Engineering Ltd was completed. 


Mr J. G. Dunlop, a.a.c.c.a., has retired as ac- 
countant, British Railways (Scottish Region), after 
‘over forty-five years’ service. 


'Mr H. Simmonds, .F-A.C.C.A., F.C.I.S., has been 
Be financial director of Balstone, Cooke & 
ee Ltd. 


Obituary ` 

HENRY EDWARD COLESWORTHY, F.C.A., F.S.A.A. 
We have learned with regret of the sudden death, 
on January roth, of Mr Henry Edward Colesworthy, 
F.C.A., F.S.A.A. © 

Mr Colesworthy was with the firm of Barton, 
Mayhew & Co, for many years and became a partner 
in that firm in 1930. He retired from the partnership 
in 1940 in order to take up a number of commercial 
-and industrial directorships and at the time of his 
death he was a director of Broom & Wade Ltd, 
‘Commercial (Stewart & Ardern) Properties Ltd, 
Guildhall Property Co Ltd, The Horsehay Co Ltd 
Andechairman of Wycombe Marsh Paper Mills Ltd. 

Mr Colesworthy became a member of The Society 
of Incorporated Accountants in 1920 having been 
‘awarded the Society’s Gold Medal in the Final 
‘examination; he became an Associate of The Institute 
of Chartered Accountants in 1930 and a Fellow in 
1935- 
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Memorial Service 


Mr F. R. M. DE PAULA, C.B.E., F.C.A. 

Mr D. V. House, F.c.a., President of The Institute of 
Chartered Accountants in England and Wales, 
members of the Council of the Institute, and Mr A. S. 
MacIver, M.C., Secretary, attended a memorial 
service for Mr F. R. M. de Paula, c.B.£., F.c.a., at 
St Margaret’s, Lothbury, on Wednesday of last week. 
The Rev. A. J. Drewett officiated. 


Those present included: Mrs de Paula (widow); 
Mr and Mrs Hugh F. M. de Paula (son and daughter- 
in-law); Mr and Mrs F. Clive de Paula (son and 
daughter-in-law); Mr and Mrs W. M. de Paula 
(brother and sister-in-law); Mr Hugh Clark (brother- 
in-law); Mrs Robert Mennell (sister-in-law); Jennifer 
de Paula (grand-daughter); Mark Quick (step- 
grandson); Mr and Mrs H. Dauncey, Mrs F. Dennys 
and: 


Lord Aldenham; Mr T. D. Allison (Powers-Samas 
Accounting Machines); Mr J. G. Annan; Lord Baillieu; 
The Hon. Edward Baillieu; Mr R. S. Barnes; Mr D. W. 
Beharrell; Mr G. E. Beharrell; Mrs P. Biscoe {Fnglish 
Speaking Union); Mr D. F. Brand (Chatrman, English, 
SE and Australian Bank) and Mrs Brand; Mr R. D. 

rewis. 


Mrs J. Cavendish-Fuller; Mr N. W. Champion; Mr F. 
Coop (representing Sir George Beharrell and Mr J. H. Lard), 
Mr H. J. R. Crellin; Lord Cunliffe; Mr Noel H Davies; 
Mr and Mrs E de Butts-Taverner; Sir Edward de Stein; 
SE and Mrs H. A. penne; Mr Derek du Pré: Mr À. A. 

arrett. 


Mr R. Geddes; Mr Walter Hartley; Mr E. St, .G. 
Hewetson and Mrs Hewetson; Mr H. Hodgson (Robson, 
Morrow & Co); Mr J. T. Holden (British Van Heusen Ca); 
Mr C. J. G. Hughes (C. Z. Hughes & Co); Brigadier R. A. 
Hamlyn; Mr H. Nutcombe Hume; Lord Huntingfield; 
Mrs A. E. Impey; Mr W. Johnson. 

Mr H. Jones; Dr and Mrs I. Jones; Mr J. L. Lake 
(de Paula, Turner, Lake and Co); Mr S. A. Lane (Brush 
Group Ltd); Mr J. C. Latham; Mr W. H. Leather (Robson, 
Morrow & Co); Mr R. Locke; Mr Ivison Macadam; 
Mr J. H. Mann; Mr P. P. Matthews (Charles W. Rooke, 
Lake & Co); Mr S. H. Mearns (Whinney, Smith © 
Whinney). 

Mr F. A. Morris; Mr Bertram Nelson; Mrt J. Northcott; 
Mr R. Orpen; Wing-Commander and Mrs F. A. Pumphrey; 
Mr A C. Raphael; Mr C. Raphael; Mr A. Read (Powell 
Duffryn Ltd) Mr C. Reid (James Meston & Co, and The 
Institute of Chartered Accountants of Scotland); Mr John 
Royle; Mr R. B. Scotcher.. 

Mr Stanley Spofforth; Mr Ernest Tennant; Mr J. D 
Taylor Thompson (representing Chairman, Board of Inland 
Revenue); Mr and Mrs Clifford Turner; Mr N. J. Wadley; 
Mr E. Walker (Federation of British Industries); Lord and 
Lady Webb-Johnson; Mr E. K. Wright; Mr and Mrs 
Leonard Wyburd; Mr Neville Wyburd. 


Committee to advise on Pig Production 
Sir HAROLD HOWITT APPOINTED CHAIRMAN 


Sir Harold Howitt, ong, D.s.O., M.C., F.C.A., has 
been appointed chairman of a committee, set up by 
the Ministry of Agriculture and Fisheries, to advise 
on pig production. 


By its terms of ‘reference the committee are to 
advise on the best ways of developing pig production, 
having regard to general breeding policy and pro- 
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duction methods, in the light of prospective home 
market requirements for pork and bacon. 
Communications for the committee should be 
sent to them at the Ministry of Agriculture and 
Fisheries, 3 Whitehall Place, London, SW1. 


London and District Society of 
Chartered Accountants 


LuNCHEON MEETING 


A luncheon is to be held by the London and District 
Society of Chartered Accountants next Wednesday, 
at 12.30 p.m. for 1 p.m., at the Connaught Rooms, 
Great Queen Street, WC2, and will be followed by 
an address by Mr Montagu Gedge, oC, 


Manchester Society of Chartered Accountants 


The following meetings have been arranged for the 
New Year by the Manchester Society of Chartered 
Accountants: 

Friday, January 20th: Annual dinner at The Midland Hotel, 
Manchester. 

Monday, February 7th: “The valuation of unquoted shares 
for estate duty purposes’, by Mr E. L. Fairweather, 
LL.B., Chief Examiner, Estate Duty Office. (Members of 
the Incorporated Accountants’ Society of Manchester 

and District have been invited to attend this meeting). 

Monday, March 7th: ‘Law and procedure at meetings’, by 
Mr H. C. Cox, F.c.A. 

Monday, April 4th: ‘Some problems of a practising ac- 
countant’, by Mr G. F. Saunders, F.c.a, 

With the exception of the annual dinner all these 

meetings will be held in the Chartered Accountants’ 

Hall, 60 Spring Gardens, at 6 p.m. Tea may be 

obtained in the “Three Shires’ restaurant, next door 

to the Hall, at 5.30 p.m. 


. The Chartered Institute of Secretaries 
PRESIDENT FOR 1955 ELECTED 


The new President for 1955 of The. Chartered 
Institute of Secretaries is Mr B. G. Porter, DEG, 
F.c.1.S., Administration Director of British Overseas 
Airways Corporation. 

One of. Mr Porter’s first duties will Pe to visit the 
Australian and New Zealand branches of the Insti- 
tute. He will leave in mid-January for three to four 
weeks, and during his trip he will meet the Associa- 
tions of Chartered Secretaries in Bombay, Calcutta, 
Colombo and Singapore. Mr Porter will be accom- 
panied by the Secretary of the Institute, Dr A. M. 
Allen, M.A., B.COM. I 

The two Vice-Presidents of the Institute for ross 
are Sir Frederick Alban, C.B.E., J.P., F.C.L.S., F.S.A.A., 
F.I.M.T.A.,° and Brigadier Kenneth Hargreaves, 
M.B.E., T.D., F.C.1S. 





56 VICTORIA STREET, LONDON, SWI 


THE ACCOUNTANT 


JOHN FOORD & COMPANY’ 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


"83 


The Chartered Accountant Students’ Society of 
London I ' 


The following meetings of the London Students' 

Society will be held during next week: a 

Monday, 5.30 p.m.: Lecture ‘Estate duty’ by Mr D. E. 
Wilde, LL.B., ALR, Chairman: Mr E. Kenneth Wright, 
M.A. FCA. 

Thursday, 5.30 p.m.: Post-Intermediate lecture on ‘Chang- 


r ` 


ing price levels', by Prof. W. T. Baxter, B.COM., C.A. 
(Professor of Accounting, University of London.) 

Friday: Visit to the National Provincial Bank Head Offices 
(limited party). I ‘4 
5.15 p.m.: Introductory Course Lectures on (1) The 
fundamentals of business. (2) The English judicial 
system. 


The Association of Certified and Corporate 
Accountants 


SHEFFIELD AND DISTRICT STUDENTS’ SOCIETY 


The second pre-examination week-end school arranged 
by the Sheffield and District Students’ Society of 
the Association was held at Unstone Grange, near 
Sheffield, during December. Mr V. S. Hockley, B.COM., 
C.A., A.A.C.C.A., again acted as Director of Studies, 
assisted by Mr R. Shillito, A.A.C.C.A. . 

Students from five district societies attended and 
the interesting programme included lectures’ on a 
number of subjects, particular attention being given 
to problems and difficulties encountered by students 
in their studies. During the week-end the local 
President, Mr L. Willis, a.a.c.c.a., and a number of 
members visited the school. Së 


Local Government Finance in England and ` 
" "Wales — WS 
Details of the'income and expenditure of local authori: 
Ges mm England and Wales during the financial year 
1952-83, presented to Parlament by the Minister of 
Housing and Local Government, were published 
recently.t ee 

The tables show that the total income of local 
authorities’ rate fund revenue accounts in 1952-53 
was Zoos million, an increase of £66 million over 
1951-52. About £351 million came from rates and 
payments in lieu of rates (an increase of £19 million) 
and £384 million came from Government grants (an 
incredse of {£34 million). | bea 

Revenué expenditure on the rate fund services 
rose by £74 million to {916 million — the main 
increases being in education (£27 million), housing 
(£17 million), highways (£4 million) and police 
(£5 million), — while turnover on the trading services 


1 Local Government Financial Statistics England and Wales, 
1952-1953. H.M.S.O. Price od net. 
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(water, passenger transport, harbours, etc.) increased 
by £7 million to £157 million. 

Expenditure on capital account increased by 
£70 million to £512 million, housing accounting for 
462 million of the rise and education for £4 million, 
and the net loan debt rose from £2,553 million to 
£2,958 million, the largest increases being £288 
SE in housing debt and £50 million in education 

ebt. : : 

An analytical table showing the total expenditure 
on salaries and wages of local authority staffs is 
again published. Expenditure on salaries and wages 
during the year rose by £44 million to £529 million. 


Office Management Association 
ONE-DAY CONFERENCES 


- Branches of the Office Management Association are 
to hold the following one-day conferences: 

Birmingham: (in conjunction with Birmingham Product- 
ivity Association): in The Grand Hotel on January 31st. 
Subject: “Correspondence and mailing’. 

London: in the Old Horticultural Hall, SW1, on February 
roth. Subject: ‘The application of photo-copying in 
offices’. 

Manchester: in the Lesser Free Trade Hall, on March 
11th, Subject: ‘Methods of stock and stores control’. 

There will be exhibitions of related equipment at 

each conference. 


British Stationery Council 


Some twenty years ago the British Stationery Council 
was formed.as.the successor. to the Better Stationery 
Campaign Propaganda Committee for the purpose of 
promoting the sale. of better stationery, and a very 
high standard of quality.of paper and design for 
printing and die-stamping was encouraged. 

At the outbreak of war in 1939 the activities of the 
Council had to cease because of the control of paper, 
but since the war the interested organizations have 
been considering what steps could be taken to revive 
public interest in the benefits accruing from the use 
of better quality commercial and personal stationery. 

Resulting from this the British Stationery Council 
has been reconstituted, the first work of which will 
be the issuing of a label which will appear on all 
reams and in all boxes of made-up stationery. This 
label bears the registered trade-mark of the Council 
and signifies that the content of the package is genuine 
tub-sized, air-dried rag content paper. 

It is hoped that by this means, supported by de- 
scriptions of the benefits offered, interest will be 
re-awakened to the very definite advantages of the 
use of superior qualities of paper and stationery, 


THE ACCOUNTANT 


January 15th, 1955 


Insurance Statistics 


The publication Statements of Life Assurance and 
Bond Investment Business deposited with the Board of 
Trade during the year ended December 31st, 1953, 
was published recently and is now on sale at H.M. 
Stationery Office? _ 

The publication follows the style of last year’s 
edition which was the first to appear. That is to say 
the statements of British companies have been 
reproduced in full, i.e. life assurance and bond 
investment revenue accounts, profit and loss accounts, 
balance sheets and certificates, and returns under the 
Fourth and Fifth Schedules to the. Assurance 


Companies Act, 1909, as applicable. In the case - 


of overseas -companies the statements have been 
abridged so as to limit the size of the publication. 


SEVENTY-FIVE YEARS AGO 
From The Accountant or JANUARY 17TH, 1880 


Leading article entitled 
“PROMOTION”? MONEY 


Mr. Justice Bowen delivered an important judgment 
a few days ago touching the right of a company to 
recover from a promoter the difference between the 
amount ostensibly paid for a business and that 
which really passed as purchase money. The facts 
were briefly that a Mr. Green agreed to purchase a 


calico cotton printing concern for £15,000, and then . 


entered into a contract with a Mr. Smith, the manager, 
for £20,000, the latter of course to be used in the 
negotiations with the company. ‘There was, moreover, 
a secret stipulation that Smith should receive 
£3,000 out of the {£20,000 paid by the company. The 
latter now claimed (firstly) to have the £5,000 
difference refunded to them, and (secondly) on 
another ground, to recover the £3,000 stipulated for 
under the secret agreement. Mr. Justice Bowen, who 
had taken time for consideration, decided against the 
company on the first item, because they had bought 
with their eyes open, knowing that Green had really 
given only £15,000 for the concern. But in regard to 
the second item of £3,000 his lordship declared for 
the company, on the well-known equitable principle 
that an agent cannot he allowed to make a secret 
profit for himself at the expense of his principals. 
The decision derives the more importance from the 
fact that it was frankly admitted that the concern 
was really worth the £20,000 ostensibly paid for it. 


1 Price £7 7s net, per set of two volumes (not sold separately), 
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APTITUDE AND ABILITY 


! { ANY young men embark upon their professional careers 


with the same carefree spirit of optimism which they 

bring to a game of poker. They are confident, in both 
cases that, given reasonable luck, they can make a fortune simply 
by exercising the skill and judgment inherent in them. Now, 
subtle as is the game of poker, its pitfalls are shallow compared with 
those which intersect the path of the articled clerk in the course of 
the ‘five long years’ which leads eventually either to fulfilment or 
frustration. The greater the precautions taken by parents and 
prospective principals at the outset to find out if each aspirant has, 
as far as can be. judged, not only the bent and the ability but also a 
full appreciation of what accountancy is and what the profession 
stands for, the less is the risk of disappointment and disillusion- 
ment being his lot. 

The task of finding out whether or not a ‘new boy’ possesses 
the qualities which are needed to make him a good accountant is 
sometimes difficult for both parent and prospective principal. 
The parent knows his son’s capabilities, but does not always 
appreciate what the profession requires and expects of him; 
with the principal it is the reverse. What is needed in these 
instances is an impartial test or standard against which the young 
man’s characteristics may be measured. No such yard-stick for the 
accountancy profession exists in this country as yet, but in America 
a highly ingenious system of aptitude and ability tests has been 
evolved and now operates with apparent success. 

Experiments in this direction were begun in 1943 by the 
American Institute of Accountants when it realized the extreme 
importance of maintaining the quality of its members in view of the 
increase in quantity which was bound to result from the ever- 
growing volume and complexity of professional work. A com- 
mittee was set up, the object of which was to 

‘develop and establish techniques for the discovery of accounting 
ability, achievement and interests’. 
A basic battery of three tests was estoy 
by ten years of experiment and + 
of the scheme. The first of t 
Test, is designed to ascerty 
tackling accountancy pj 






modified 
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general vocabulary, commercial arithmetic and 
reading of business materials and takes fifty 
minutes to complete. The lower level test, for 
high school pupils and with a comparable subject 
range, occupies forty minutes. In both tests, the 
main emphasis is on inteligence of approach 
rather than on actual accounting knowledge. 

In contrast to the Orientation Test, the Achieve- 
ment Test is wholly professional in content. It 
also is on two levels. The lower level test is meant 
to measure accounting knowledge after one year’s 
college study and consists of three papers, each 
of which requires two hours. The advanced test, 
applied at the end of.a major college course in 
accountancy or its equivalent in practical experi- 
ence, is made up of four papers, takes twelve hours 
in all, and covers auditing as well as accounting. 

Both the Orientation and the Achievement 
Tests had to be constructed by the Institute, 
because no similar objective standards had ever 
previously been designed for the profession. For 
the Vocational Test, however, use was (and still 
is) made of the system invented by Dr G. 
FREDERIC KUDER and described in an article re- 
produced in our issue of July 3rd, 1954.1 

From answers supplied by 578 practising 
members of the American Institute to lists of key 
questions, a pattern or profile of accountants’ 
interests and preferences was established. In 
undergoing the Vocational Test, the student is 
required to answer the same set of questions 
(which takes half an hour in all) so that from his 
responses may be deduced his reactions towards 

‘activities, occupations, types of people and 

ordinary problems’. 

By comparing the pattern of his preferences with 
that of the ‘average accountant’, the extent of his 
affinity to members of the profession may be 
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ments. In addition, testing centres have been set 
up throughout the United States. These serve 


.two purposes: one is to provide facilities for 


smaller professional offices where it is not prac- 
ticable to administer the tests on their own 
premises; the other purpose is to supply guidance 
to individuals who wish to take the tests on their 
own account. 

Since the inception of the scheme in America, 
nearly a quarter of a million tests have been given 
to university and college accountancy students, 
and many professional firms now make use of the 
programmes for obtaining objective evidence 
regarding applicants for employment and for 
grading and promoting existing staff. In 1949, 
The Canadian Institute of Accountants undertook 
to organize a similar testing service for the 
benefit of its members. It has arranged to use the 
American Institute’s Orientation Test as being 

‘the most promising instrument for the measure- 

ment of intelligence and special aptitude’ 
of its kind, but omitted the Achievement Test 
altogether because it considered that the present 


system of uniform examinations was the best ` 


means of rating technical competence. It included 
the Vocational Test and used the KUDER system. 
It is worthy of note that the distinctive pattern 
of interests disclosed by the sample of Canadian 
accountants was substantially the same as that 
brought out by their American counterparts. 
While it is difficult to obtain reliable criteria 
by which to measure the validity of the aptitude 
and achievement standards set, comparisons made 
of the subsequent records of students in college 
and Certified Public Accountant examinations 
with their programme markings appear to indicate 
that the tests have considerable value as “predictive. 
instruments’. Similarly, the authors of the 
vocational systems claim that research has 
demonstrated that their methods are reliable and 
that there is a definite relationship between 
occupational success and interest. The idea in 


America, in consequence of these results, has now ` 


firmly taken root and a regular programme of 
research. is being carried out to achieve further 
refinements in the light of cumulative experience. 

The introduction of a comparable scheme in 


examination failures without abating the high 
standards of the profession might be worthy of 


consideration. : 
, We 


cs 


this country as a means of reducing the number of s 
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CAN MANAGEMENT BE AUDITED? 


Discussion between a Chartered Accountant and an Economist 


by FREDERICK A. J. COULDERY; A.C.A., A.A.C.C.A., 
and ALLEN J. G. SHEPPARD, B.Sc.(Econ.), F.R.Econ.S. 


The Companies Act, 1948, ensures that the sharehoiders of a company are aware 
of the profit or loss arising from a company’s business. High profits do not always 
denote efficiency however, and losses may be experienced even by well-managed 
firms. In this article, a chartered accountant and an economist suggest the 
possibility of a management audit, and some of the features which might arise. 


subject for our discussion. ‘The relationship 

between net profits and management 
efficiency is by no means as clear as some people 
would suggest. 

The view generally held is that if a firm can 
make a good rate of profit, it follows that its 
management must be efficient. In fact, although 
profit is some indication, it is only approximate, 


Eze We have chosen a thorny 


firstly because there is much discussion as to’ 


what constitutes profit, and secondly, because a 
firm may have inefficient management, but by 
reason of a monopolistic position, may be able to 
charge high prices and make good profits. 

Thus a firm which has a corner in a certain 
commodity may cover up the inefficiency of its 
management by selling at high prices, and by 
failing properly to allow for the depreciation of 
its fixed assets. 

CHARTERED ACCOUNTANT: I agree. Even if the 
net profit of a company is analysed and its 
background probed, it is still possible that a 
normal profit can obscure an abnormally inefficient 
management. 

This position is aggravated by the fact that 
the average shareholder often has insufficient 
experience or knowledge to be able to understand 
the true significance of the profit and loss account 
and balance sheet of the company in which he 
invests. It seems, therefore, that there would be 
much to be said for a management audit, under 
which the degree of efficiency exercised in the 
management of the company would be ascertained, 
and a report made on the general management 
position. Let us firstly consider whether such a 
management audit would be possible. 


Is It Possible ? 


E.: Surely this question really resolves itself into 
‘what is efficiency?’ Some definite criterion of 
measuring the efficiency of management must 
exist before an audit report of the efficiency of 
management of a firm can be given by the 
investigator to a company’s shareholders. 


Many people are concerned with the efficiency 
ot a firm: their attitudes will vary according to 
their functions and professional training. Thus 
the stockbroker may consider a company efficient 
because the price of its shares is rising on the 
Stock Exchange; the personnel manager may 
regard it as inefficient because the rate of labour 
turnover is very high. Similarly, the maintenance 
engineer may regard’ the firm as inefficient 
because much of its machinery is obsolete. 

Can you suggest any common criterion 

running through these attitudes which can be 
used as a basis for a management audit? 
- C.A.: Not an easy question. I realize that there 
would be a vast number of points upon which a 
management auditor would have to satisfy 
himself, but I do not consider that this of itself 
renders a management audit an impossibility. 
After all, the average audit note-book gives a 
mass of specific matters on which the auditor 
will satisfy himself before giving his opinion on 
the accounts. 

In my opinion, it is still possible for an expert 
to investigate a business and to state whether 
the management is sound and if not, in what 
respect it is deficient. 

E.: I suppose that the development of the 
techniques of time and motion study and uniform 
costing will be very important to the management 
auditor? 

C.A.: Yes, but many matters can be considered 
in an absolute light. As an example, I would 
suggest that waste time is a fact and that in a 
factory which was 100 per cent efficiently 
managed there would be no waste time. Therefore, 
I do not think that comparisons are a vital 
precedent for — nor a necessary technique in ~a 
management audit. S 

E.: But how can one decide what is perfection, 
without making a comparison? i 

C.A.: Well, Shakespeare made his own Con ` 
demnation of comparisons, and for other reasons 
I do not consider that they are vital. However, 


ch 


there is surely much scope for making comparisons 
within a company itself? Indeed, comparisons 
between different companies are often made 
only with great difficulty and with debatable 
accuracy. 


Is It Desirable ? 


E.: We have discussed the possibility of a 
management audit ~ what of its desirability? 

C.A.: At present, the shareholders have no 
means of hearing expert opinion upon the 
degree of management exercised by their direc- 
tors and as they are the owners of the company, 
surely they are entitled to this? I appreciate that 
the directors would probably be hostile to the 
suggestion that they — as opposed to their books 
of account — should be audited, but what progress 
is ever made without opposition arising from 
vested interests? In my opinion the will of the 
shareholders must take precedence. 

E.: Of course, directors are both legally and 

morally trustees of the shareholders’ funds and 
the fortunes of many groups depend upon their 
activities. With the easing of economic pressure, 
which may arise from the growth of imperfect 
competition and the divorce of ownership and 
control in the company, some means of keeping 
a check upon the efficiency of management on 
behalf of the shareholders is desirable. This 
problem has been stressed with nationalized 
industries but it applies equally with privace 
ownership. 
CA: Well, subject to few minor differences, 
we seem to agree so far, that a management audit 
is both possible and desirable. Now for the 
important question of ‘who should conduct it?’ 


The Auditor 


E.: Surely the main question is whether the 
auditor should be an internal or an external 
auditor? 

CA: Is there much doubt that he must be an 
external auditor? If the audit were conducted 
internally it would be done either by a person of 
such elevated status as himself to be concerned 
with management (and he would obviously not 
find himself to be inefficient!) or else by one 
so lowly that any criticism of the directorate 
would be regarded as being sheer impudence, 
meriting instant dismissal! 

E.: I agree. In fact, it is the old question, ‘who 
is to tell the managing director when he should 
retire?’ "The only advantage I see for an internal 
audit is that it may create a greater interest by 
general management in the new concepts of 
management accountancy. I would agree, in 
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general, that an audit can be undertaken only by 
a person who can make an objective assessment of 
the problems involved. In other words, a person 
who can see the wood with the trees, and this 
usually means an external approach. 


His Qualifications 


C.A.: But if our management auditor is to be 
an external official, what sort of qualification, 
training and experience should he have? Do we 
want an accountant, a lawyer, an economist, an 
engineer or somebody else? It may sound heresy 
coming from an accountant, but I feel that 
sometimes too much importance is attached to 
figures and not enough to non-monetary factors. 
For this reason alone, I do not feel that the 
accountant is necessarily the most suitable person 
to fili the role of a management auditor. 

E.: A person who is to carry out an external. 
management audit of a firm must, I believe, have 


a knowledge not only of the accounting techniques 


involved, but also of the actual industry con- 
cerned, if he is to impress management with the 
wisdom of his suggestions. 

C.A.: Do you suggest, then, that an industrial 
consultant would be a good person to be a 
management auditor? 

E.: I don’t know. I think that some managers 
have doubts about the value of those industrial 
consultants who come into a firm and make 
general indications of the techniques and methods 
to be used, basing these not upon the particular 
problems of the firm, but more upon the specific 
line of scientific management which they, the 
industrial consultants, advocate. 

C.A.: But you will agree that it is established 
that industrial consultants have proved to be 
invaluable in reorganizing failing businesses and 
enabling many companies to regain stability? 

E.: Of course — that is well known. But I do 
not consider that a good system can compensate 
adequately for bad management. Getting the 
right people at the top and giving them sufficient 
incentive and authority is a primary step in 
obtaining efficiency of mandgement. 


Pilot or Customs Officer ? 


C.A.: I feel that the industrial consultant 
resembles the pilot who’ boards the ship to take 
her through difficult channels out to the open 
seas or into safe anchorage. He will demand , 
complete authority in the course of his duties, 
and when his mission is accomplished, he will 
leave the ship and repeat the process with another. 
I suggest that in a management auditor, we 

e, 
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require a man more of the nature of a Customs 
officer, who, whilst the ship is still under way, 
will thoroughly investigate the ship and her 
cargo without disturbing the smooth operation 
of the day-to-day work. 

E.: No doubt in certain cases the engineers, 
surveyors, chemists and stockbrokers would all 
make valuable contributions to certain aspects of 
the management audit report, but I do not 
consider that any of these professions could 
undertake a comprehensive survey of the whole 
field of management. 

C.A.: I consider that an economist would be 
the most suitable man for a management auditor. 
On matters of policy, the economist bases his 
decisions on the grounds of the concepts of 
opportunity, cost, and marginalism. These give 
a better analysis of problems than the’ more 
orthodox approach made by accountants and 
‘engineers. Diplomacy and personality would be 
vital characteristics in a successful management 
auditor, but I consider that the most vital pre- 
requisite is that of common sense. By this, I 
mean the ability to participate in a management 
audit without losing sight of the end in view. 


Frequency 


E.: It is worth while carrying out a management 
audit only if the information derived from it by 
management is of sufficient value to counteract 
its cost. An annual audit would be the most 
desirable, but economic considerations would 
probably dictate their being less frequent. 

C.A.: I should suggest a frequency of, say, 
three to five years. It is obvious that if benefit is 
to be derived, the reorganization of certain 
techniques will sometimes be necessary, and the 
assimilation of new systems of managements will 
take time. 


Methods i 


E.: It is not the aim of our conversation to 
describe in any detail the operation of the 
management audit. We want to describe the 
principles of such an audit, Output per man-hour, 
or per machine-hour,‘or per £1 of capital equip- 
ment, may all be useful statistics, but the 
management auditor would have to go further 
than this. His actual approach would, of course, 
depend upon the type of industry, particularly 
whether it was an extractive, manufacturing or 
service industry. 

C.A.: Apart from the rather obvious measures 
of test checks and personal interviews with the 
company’s employees, are there any suggestions 
we can make as to the manner in which the 
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management auditor could obtain the information 
he requires to enable him to make his report? 

E.: Yes. An auditor might compile a question- 
naire dealing with all aspects of management, 
purchasing, stores control, production methods, 
labour management, financial control, selling and 
distribution techniques, maintenance, and so on. 
These questions would aim at discovering not 
merely the present level of efficiency in a firm, 
but the more dynamic aspect as to what the 
management’s attitude was towards progress 
and experimental work in these fields, and to the 
general problem of countering inefficiency. Points 
would be given according to the answers that each 
question provoked, and the total points awarded 
would then be a measure of total efficiency. 

C.A.: I am a little sceptical about such enter- 
prising methods, for I feel that undue emphasis 
upon such statistics might result in conclusions 
that were ill-founded. One might find, for 
instance, that a firm with the highest points had 
the worst management but the best psychiatrists! 

But I do agree that some original methods 
should be used and that the management auditor 
would have to exercise ingenuity in discovering 
facts as they were, rather than as a management 
would like them to be. 


Distribution of the Report. 


E.: The directors of many companies are still 
dubious of revealing the intimate details of their 
business. The old problem arises, therefore, as 
to whom the results should be revealed. 

C.A.: Drastic as it might be, I feel that the 
report should be circulated to all shareholders, 
and available to any other interested body, be 
they consumers, workers or potential investors, 
Surely the test of whether the directors were 
willing to submit to such a management audit 
would be some indication of the degree of 
efficiency? An efficient firm would have nothing 
to fear, whilst an inefficient board of directors 
would realize that their days were numbered. 

E.: But the reporting of mere facts to share- — 
holders might be of little use, owing to the apathy” 
or inexperience of shareholders, so perhaps in 
some instances the creation of a special share- 
holders’ committee, independent of the directors, 
would be worth while? 

e 
Voluntary or Obligatory ? 
C.A.: Let us close with a point for “further 
consideration: we have indicated that a manage- 
ment audit might be adopted voluntarily — 
suppose it became obligatory! 
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MARKET RESEARCH 


by A. R. ILERSIC 


More than ever before, members of the profession are acting as advisers to industry 

not merely on professional matters but also upon business policy. This is especially 

true whenever any financial outlay is contemplated. Market research is being em- 

ployed on an ever-increasing scale by firms in the United Kingdom. No one can 

hope to keep abreast of all developments in the commercial world, and in the ` 

following article the author indicates to the accountant some of the ways in which 
this type of research can help the manufacturer. 


from the flood of pent-up purchasing 

power seeking an outlet after the war 
emphasized the need for greater production. 
Monetary and fiscal policy alike were, as then 
operated, inadequate to suppress the inflation; 
the logical course was to increase the supply of 
goods. Furthermore, both the overseas and home 
markets had been starved of goods for many years; 
they were not greatly concerned with fads and 
frills, anything ~or at least almost anything - 
would sell. The sales representative hardly 
lived up to his title. His primary function in those 
days was to explain why he couldn’t meet the 
orders as and when they were placed. ss 


T inflationary pressure which stemmed 


Post-war Markets 


Almost ten years have elapsed since the end 
of the war, and market conditions have reverted 
nearly to their pre-war state. The need for 
efficient production remains, but primarily to 
help the salesman offer the goods at the lowest 
possible price. The lifting of various controls 
over raw materials and design in certain fields 
has given the manufacturer new opportunities of 
making his product distinct from those of his 
competitors. The cessation of ‘zoning’ of various 
products has revived the pre-war competition 
between producers of foodstuffs etc, 

Both at home and abroad the consumer has 
. less to spend than he had just after the war: he 
is therefore tending to be more careful in his 
expenditure. The 24 per cent increase in the 
sales of consumer goods such as wireless and 
television sets in the month following the aban- 
‘donment of the restrictions on hire-purchase 
facilities shows all too clearly the state of the 
market today. Selling, rather than production, 
isthe problem, and industry is spending a great 
deal of money to find out how it may sell to best 
ee At a rough guess, nearly £1 million 

a year is being spent in the purchase of the 
“services of specialist organizations concerned 
with what is known as ‘market research’. 


Scope of Market Research 

The phrase ‘market research’ is a composite 
term which covers a wide variety of methods of 
ascertaining on behalf of a manufacturer how, 
where and to whom he should sell his product. 

The significance of these techniques can best 
be appreciated when one considers the problems 
besetting the manufacturer of a new article 
designed for the mass market. While the product 
is still little more than a prototype, the manu- 
facturer would like to know how the public will’ 
react to it. Is there a real need for it; is the public 
prepared to pay for it, and if so at what price? 
What does the public think of the currently 
available products which the new product may 
displace? In what respects should the manufac- 

turer differentiate his own product from those 
already on the market? 

Perhaps the manufacturer has already decided 
to go ahead and produce. If he is to help his 
selling staff in persuading wholesalers to carry 
his product, then he must advertise. But where? 
In the daily Press, or in technical journals, or on 
the cinema screen? It was this problem as much 
as any other which stimulated the development 
of market research in this country. Some of the 
largest organizations in the field of market re- ` 
search are offshoots of the big advertising con- 
cerns.. They rapidly learned that the way to sell 
advertising copy and space was to demonstrate 
its effects upon the client’s sales. To this end the 
advertising copy had to be designed in such a 
way as to influence the prospective consumer of 
the product. It had to be brought to his notice 
by concentrating the advertisement campaign in 
those journals and periodicals which he was in 
the habit of reading. 


The Readership Survey 
The ‘media planner’, as he is nowadays described, 
has at his disposal three sources of readership . 
information. Possibly the best known to the X 
wider public is the annual Hulton Readership 
Survey. From these publications the “media 
planner who is preparing the client’s advertising 
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campaign can learn something about the reading 

~public of most of the leading national daily 
and Sunday papers, as well as the major weekly 
and monthly periodicals. For each daily and 
journal, data relating to the social and economic 
characteristics of its reading public is provided. 
The main breakdown is by age and sex within 
a socio-economic classification which reflects the 
potential purchasing power of particular groups 
of readers. 

One of the major difficulties confronting the 
organizers of such readership surveys is how they 
may distinguish between circulation of various 
journals and their actual reading public. A great 
deal of thought has been given to this problem, 
although it is admitted that it has not been en- 
tirely overcome. The reader will appreciate the 
significance of this point if he considers the ‘life’ 
of a weekly or monthly journal. Although these 
surveys provide a regional breakdown of the 
reading public, its value to the manufacturer is 
somewhat limited unless he can similarly sub- 
divide his sales. A desirable development would 
be an analysis of readership in specific marketing 
regions, e.g. the large conurbations of London, 
Birmingham and Merseyside, together with an 
assessment of the coverage of the local Press in 
such areas. For the manufacturer concerned 
with the national market, however, the informa- 
tion they provide is invaluable. Perhaps the most 
telling evidence in support of the value of such 
surveys has been the recent expansion of (he 
advertising by daily newspapers informing poten- 
tial advertisers as to their readership; the data in 
these advertisements are from the National 
Readership Survey of 1954, published by the Insti- 
tute of Incorporated Practitioners in Advertising. 


Sample Surveys 


For most people, however, market research 
conjures up a vision of a host of agents touring 
the countryside with schedules of questions to be 
completed in interviews with members of the 
public. Up to a point, the survey technique in 
which a sample of the public is approached and 
questioned on a particular issue is the most 
- popular method of market or ‘consumer’ research. 
Such a survey may be concentrated in a par- 
ticular town or area; more often it covers the 
whole country. In the latter case the interviewers 
may question between 2,500 and 3,000 people of 
l both sexes. On the basis of the information so 
obtained the survey organizers will be able to 
tell the manufacturer just what the consuming 
public thinks of his product. It should be noted 
that such a survey cannot guarantee the success 
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of a given policy; what the survey measures is 
what members of the public thought at the time 
the interviewers questioned them. Consumers 
often change their minds. 


The Quota Sample 


It often comes as a considerable surprise to the 
layman that so small a number of interviews, 
always assuming they form a representative 
sample of the community, provide sufficiently 
accurate information concerning the consuming 
public as a whole for the manufacturer to pursue 
a given policy with considerable confidence in 
its success. 


In market research, ‘quota’ sampling is em- 
ployed. From the data provided by the Registrar-. 
General’s Office and information acquired in 
their own surveys, the market research organiza- 
tions can classify and group the population in 
respect of its basic social and economic character- 
istics, e.g. age and sex distribution as well as 
income or ‘social class’. On the basis of this 
breakdown, the sample is constructed to reflect 
these characteristics in the required proportions 
and interviewers instructed which type of indi- 
viduals they should question. In the past this 
sampling technique was criticized by profes- 
sional statisticians, but nowadays the major 
weaknesses have been eliminated and those 
responsible for such surveys are fully aware of 
any limitations in their results and make due 
allowance for them when presenting the results 
to their clients. 


What the properly organized consumer survey 
can do is to give certain information which per- 
mits the formulation of a particular sales policy. 
In the absence of that information, the correct 
sales policy might by chance have been followed; 
but the possibility of an erroneous policy would 
have been far greater. Given the facts, the manu- 
facturer is spared the problem of guessing or, 
more important, is spared expenditure of funds 
on an advertising campaign much of which 
might not reach his potential customers. 


Such consumer surveys cover a wide variety of 
goods, ranging from refrigerators and motor-cars 
to fountain pens and cosmetics. Not all the in- 
formation is provided by the sample survey 
itself. It hardly needs saying, but the researeh 
organization planning the survey does not waste 
its clients’ money by undertaking the esurvey 
until it has thoroughly investigated the product’s 


background. Far too few manufacturers realize zs 


just how much information is contained in their 
own files and accounting records concerning the 
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market for their goods. Every invoice gives details 
relating to the type of buyer, e.g. independent, 
wholesaler, large department store, chain group, 
and so on. If the product is retailed on a national 
basis, something can be learned of the sales as 
between different areas. Even data relating to 
the size of individual orders and repeat orders 
are significant, and any reputable research 
organization will spend as much as several months 
obtaining background information concerning 
the particular product, the sales of which they 
hope to further. 


The Cost of Surveys 


The cost of the survey will depend to a certain 
extent on the area to be covered by the inter- 
viewers and on the length of the questionnaire. 
On average, the cost per interview ranges between 
15s and 25s, so that a national survey entailing 
about 2,500 interviews may cost between {£2,000 
to £3,000. In relation to the financial results 
which may stem from such an inquiry, such an 
outlay is negligible. For example, it may be that 
the firm has been advertising in all the national 
dailies, when in fact go per cent of their customers 
come from a particular social or income group 
reading certain newspapers in preference to 
others.1 


Gonsumer Panels 


Another method extensively employed for keep- 
ing in touch with the consuming public is the 
‘consumer panel’. Most organizations maintain 
such panels, primarily for testing clients’ pro- 
ducts. The panels are constituted with due 
regard for the structure of the population, i.e. 
they are representative of the households of the 
nation. At intervals members of the panel receive 
packets of foodstuffs, or soap powders, etc., which 
they test and then answer a few simple questions 
on a pre-paid postcard. From such a panel con- 
sumer reaction to a new product or a change in 
packaging can be assessed without the risk 
entailed in the launching of an untried product 
on a national market. In contrast to consumer 
‘testing’ panels, one large organization maintains 
a panel of housewives who submit a regular 
statement of their expenditure on selected branded 
goods. This particular type of survey is a most 
useful adjunct to the ‘retail shop audit’ (dis- 
cussed in the next paragraphs) since it indicates 
to the manufacturer how different types of 
households, e.g. ‘working’ or ‘middle’ class, view 
e his product. ` 


1It is estimated that expenditure on Press advertising 
during 1954 will have totalled about £7ọ million, 
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Retail Shop Audit 


Short of maintaining a continuous survey of 
consumer opinion concerning the products of a 
given company, it is impossible to follow the 
course of sales with any precision. For example, 
it may well be that the factories have been 
dispatching goods to the wholesalers regularly, 
yet quite suddenly orders are reduced or even 
cancelled, with the result that the manufacturer 
finds himself compelled to restrict output and 
possibly to lay off staff. 

Such a situation could easily occur if whole- 
salers were tending to allow stocks of this manu- 
facturer’s product to accumulate, without noting 
that consumer demand had begun to fall off. 
This gap in the firm’s knowledge of what happens 
to its goods after they leave the factory has been 
filled for the manufacturer by what is known as 
the ‘retail shop audit’. Probably the best known 
of these is the A. C. Nielsen Company’s bi- 
monthly inquiry into the movement of consumer 
goods, in particular most branded goods, in the 
chemists and grocery stores. This technique, 
imported from the United States just before the 
war, provides the subscribing manufacturer with 
details concerning the trend, not merely of his 
own sales to the public as opposed to his factory 
deliveries to wholesalers, but also of the relative 
position of his competitors’ products. Not 
merely does such a service provide data relating 
to the trend of sales, but the manufacturer may 
learn through which outlets his product reaches 
the consumer. Is more soap sold by chemists 
than in the chain stores or at the local grocers? 
This information is invaluable if distribution 
costs are to be kept at a minimum, while the value 
to a producer of an impartial assessment of the 
trend of sales of all competing brands in planning 
his advertising alone, hardly needs emphasis. As 
with other forms of market research, the retail 
shop audit has its limitations primarily because 
it is not yet available to every type of business or 
product. 

Advertising Campaigns 
Advertising is expensive, and may appear ex- 
travagant when its success as measured in sales 
response is disappointing. Knowledge of the 
appropriate advertising media for a particular 
product is helpful in the planning of a national 
campaign, but it is desirable as far as possible to 
test the proposed scheme. There are in this 
country a number of towns which contain a 
mixed population fairly representative, in respect 
of social and economic characteristics, of the 
national market. They have the added advantage 
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that they are fairly self-contained; there is no 
heavy influx or efflux of daily workers, as with 
London or the other great conurbations. The 
main market is provided by the citizens of the 
town, who in the main both live and work in it. 
Thus, if an advertising campaign is concentrated 
in the local press — and it is of course important 
that the local Press have a good coverage — and 
the local shops are supplied with stocks of the 
product, the impact of a particular campaign 
upon consumers may sometimes be assessed with 
fair precision at relatively low cost before it is 
inserted in the national Press. 

Press advertising is not the only method of 
selling goods. ‘The innumerable hoardings which 
‘decorate’ our main highways and town centres 
bear witness to the ubiquity of the media planner. 
Surveys have been carried out in various parts of 
the country to test whether or not passers-by 
have noted a particular hoarding, whether they 
have studied it sufficiently to remember the 
product which is advertised, or whether they 
merely have a confused or hazy notion thereof. 
This type of inquiry is as yet relatively un- 
developed in this country, although extensively 
employed in the United States. 


Problems in Research 


No one who has studied the problems of sample 
surveys is complacent concerning their defici- 
encies. These deficiencies arise, not from the 
statistical basis underlying an inquiry, as the lay- 
man might think, but from the human angle. 
The notorious unreliability of the human mem- 
ory; the weakness many of us have to try and 
conceal our ignorance on issues about which we 
feel we should know something; these in par- 
ticular make survey work both difficult and 
interesting. The quality of response in surveys is 
not easily ascertained, and one of the biggest 
problems confronting the researcher is how the 
schedule of questions may best be devised to 
extract the truth and the relevant facts. It is not 
only the respondent who may be unreliable. 
Most organizations maintain careful records of 
the work returned by each interviewer, and by 
careful checking of schedules, together with call- 
backs upon respondents, the danger of inaccurate 
information is kept to a minimum. 


The Social Survey 


The reader who remains sceptical of the value 
of such techniques may care to consider the fact 
that the Government maintains its own Social 
Survey, upon the results of whose inquiries legis- 
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lation affecting the mass of the public may be 
introduced or withheld, e.g. coal rationing was 
deferred in view of the facts assembled on 
potential consumer demand, while clothes ration- 
ing was abandoned in the light of a stmilar survey. 
When the Government sought to assess the 
potential demand for campaign stars and medals 
from ex-Service men and women, the Social 
Survey estimated that between 30 and 40 per 
cent would apply. The actual response was 35 
per cent, while the estimates of the demand from 
different branches of the Forces were even more 
accurate. The saving in production costs and 
prospective waste for the relevant departments 
may be imagined and it is this fact that should be 
borne in mind when contemplating the cost of 
a given survey. 


Gonclusions 


No one interested in market research and least 
of all the organizations themselves would claim 
that it can perform miracles. As has been sug- 
gested, the market research organization pro- 
vides information which can sometimes save 
money or indicate how it can more easily be 
earned in terms of larger sales. It is important, 
however, that the reader should not be misled 
into visualizing a situation, e.g. declining sales, 
in which such an organization is called in, con- 
ducts a survey and then departs, while the 
resuscitated firm enjoys indefinitely the fruits — 
if any — of the survey. A once-and-for-all survey 
can be useful. To obtain the best value from 
market research, however, the manufacturer 
should regard it as an integral part of his sales 
policy and organization. Many large firms 
maintain their own organization, e.g. Unilever, 
Hedleys and Cadburys, yet still employ outside 
consultants. It may not be practicable to set up an 
entire department, but why not a market research 
manager to work with the sales manager to pre- 
pare sales data from internal records which all 
too often are designed solely to suit the account- 
ant’s needs; to examine the sales records in far 
greater detail than a busy sales manager would 
do; and finally to advise the management in 
market research.! Quite apart from sales research, 
it is useful to have someone on the staff who can 
spare the time to look around and see what is 
happening beyond the confines of his desk! < 

i Statisticians and others actively engaged in market 
research have recently formed a professional society — 
The Market Research Society Ltd — to maintain standards 
and develop new techniques. Among its publications the _ 
Society is shortly to publish a register of organizations in 


this field. It may be obtained from the secretary of the 
Society, 73 Cheapside, EC2. 
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WEEKLY NOTES 


The Institute of Municipal Treasurers and 
Accountants’ Examinations 


There were 598 candidates for the November 1954 
examinations of the Institute of Municipal ‘Treasurers 
and Accountants, of whom 228 (38 per cent) were 
successful. In Part A of the Final examination, 89 
candidates (37 per cent) passed, while in Part B, 
37 (36 per cent) were successful. There were 253 
candidates for the Intermediate examination, of 
whom 102 (40 per cent) passed. 

Places and prizes have been awarded on the 
combined results of the May and November exam- 
inations, and in the Final examination the First 
Place, Arthur Collins Memorial Gold Medal and the 
Institute Prize were won by Mr Roy Sidebotham, 
of the Borough Treasurer’s Department, Hyde. The 
Second Place and Prize were awarded to Mr Maurice 
Frank Stonefrost (Slough B.), the Third Place and 
Prize to Mr Vernon Francis Phillips (Swindon B.) 
and the Fourth Place and Prize to Mr Alec Trafford 
(Hemel Hempstead B.). 

In Part A of the Final, the Philip Howes Memorial 
Prize for Local Government Finance was won by 
Mr Percy James Thomas Vayro (Derbyshire C.C.) 
and the John Elliott Memorial Prize for Advanced 
Accountancy by Mr Alfred John Keeley (Caterham 
and Warlingham U.D.C.). 

In Part B, the President’s Prize for the highest 
marks and the G. A. Johnston (Dundee) Prize for 
Statistics were won by Mr Peter Michael Rix Smith 
(Newmarket U.D.C.). 

The First Place and Prize in the Intermediate 
examination were won by Mr Eric James Gilliland 
(Town Chamberlain’s Department, Greenock). 

The names of successful candidates in the Final 
(Parts A and B) examination and a summary of the 
results appear elsewhere in this issue. 


The A.B.C.C. and the Budget 


Sweeping reductions in taxation are called for in this 
year’s memorandum of the Association of British 
Chambers of Commerce to the Chancellor of the 
Exchequer about the coming Budget. They comprise: 
reductions in income tax rates; implementation of 
the interim proposals by the Royal Commission on 
Taxation on exemption, increased child relief, and 
increased earned income relief; reduction of purchase 
tax rates by one-fifth; abolition, if not of profits tax 
itself, then of the discriminatory rate on distributions; 
reduction of the petrol tax from 2s 6d to 2s od; and 
implementation of the second Millard ‘Tucker report 
on the tax treatment of retirement benefits for con- 
trolling, directors and self-employed persons. The 
Association also renews, this time as an urgent plea, 
the proposals it made in 1953 for a modification of 
the Finance Act, 1940, Section 55 (assets basis valua- 
tion of shares). 


As regards the last recommendation, the memor- 
andum observes that the slight alleviations of Section 
55 in the last Finance Act did very little to meet the ` 
suggestions made. The recommendation would sweep 
away Section 55 valuations, except where the deceased 
had sufficient shares to precipitate a winding-up or 
where there was deliberate avoidance. 

It is thought that the loss of revenue could be made 
up by reducing public expenditure and by the in- 
creased activity which reduced taxation is expected 
to bring. On this topic the Association says: 


‘the community must be suffering to an unknown 
extent in ideas which are not carried out and in 
ventures which are not undertaken because of the 
savage incidence of taxation. The community cannot 
expect to get first-class work if it is not prepared to 
pay for it by letting the citizen who is prepared to 
work retain a bigger share in his earnings’. 


As regards reduced expenditure, the hope is 
expressed that a means can be: found of supporting 
agriculture which does not call for the expenditure 
of vast sums in consumer subsidies to reduce the ` 
price of food, and a parallel observation is made 
about housing subsidies. On the other hand, further ` 
encouragement in expenditure on plant and industrial 
buildings is called for; the United Kingdom is 
lagging behind its competitors in the proportion of 
the national income that is being invested in manufac- 
turing equipment. 


. The Royal Commission Report 


The Royal Commission on the Taxation of Profits 
and Income has now been in existence over four years, 
having been formally appointed on January gth, 1951. 
Two interim reports have been published, the first on 
February 24th, 1953, and the second on April 27th, 
1954. The last public meeting was held on July 17th, 
1954, and the Commission has not been much in the 
news since then. However, the letter sent to the 
Chancellor by the Association of British Chambers of 
Commerce which we refer to on this page contains 
the following observation about the Commission’s 
coming final report: 


‘It is appreciated that the Royal Commission will 
be presenting its report and recommendations for 
modifications in the taxation of profits and income 
very shortly, but if the recommendations are to be 
“read as a whole it is hardly likely that full considera- 
tion can be given to them before the Budget is 
presented.’ 


It is, of course, generally understood that the 
drafting of the report is in its final stages. Before ¿ 
being published, however, it will have to be presented ° 
to the Chancellor of the Exchequer and to Parliament; 
but these processes are unlikely to take much time 
and its publication should not be long delayed. 
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Hire-purchase Boom 


Prosperity last year owed a good deal in the second 
~six months of the year to the buoyant sales of durable 
consumer goods. It had been known for some time 
that the increased hire-purchase facilities available 
was having a notable effect on the sale of these kinds 
of goods in the shops. For example, there was a very 
large increase in the sale of both radio and television 
sets in the autumn. In October last sales of radio sets 
were about 30 per cent higher than in September 
and some three times as high as the monthly average 
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of sales for 1953. There was a similar impressive rise 
in the sale of television receivers. In October they 
were about 38 per cent above the level of the previous 
month and more than twice the monthly average of 
the previous year. Much of this increase in -both 
cases must have been due to the public’ taking 
advantage of hire-purchase facilities. Figures supplied 
by Hire-purchase Information for December show 
that the number of contracts registered in that month 
was over At per cent higher than the number for 
December 1953, although there was a small seasonal 
decline between November and December. 


d 
e. 


THE ACCOUNTANT ANNUAL AWARDS 
REPORTS OF PUBLIC COMPANIES 


As already announced, The Accountant will make 
two Awards in 1955 in relation to the form and 
contents of companies’ reports and accounts. 
One Award was made in 1954 and was presented 
last June to the President of Thos. W. Ward Ltd by 
the then Lord Mayor of London. 
' Entry for the two Awards in 1955 is open to 
companies whose shares are quoted on a recognized 
stock exchange in the United Kingdom and the 
Awards will be made in respect of reports and 


accounts laid before companies in general meeting 
within the year ended December 31st, 1954. 
Particular importance is attached to the adequacy of 
the information given and its presentation. 

The panel of judges is composed of: | 

Mr Montagu Gedge, Q.C., Chairman; Mr W. L. 
Barrows, J.P., F.C.A.; Sir Harold Barton, F.C.A.; Lord 
Latham, J.P., F.A.c.c.A.; Mr Thomas Lister, M.A., 
¢.A.; Mr Bertram Nelson, J.P., F.S.A.A.; Mr G. Tyser; 
Mr Derek du Pré, Editor, The Accountant. 


Companies are invited to send, for consideration, copies of their reports and 

accounts (with any chairman’s statement circulated therewith) to The Secretary, 

‘The Accountant’ Annual Awards, 4 Drapers’ Gardens, London, EC2. The closing 
date for the receipt of entries for the 1955 Awards is January 31st, 1955. 


FINANCE AND COMMERCE 


Despite the counter attractions of the Colvilles’ steel 
share issue, demand for established industrial 
equities remains strong in the stock-markets. Even 
the touching of record high peaks fails to bring in any 
real volume of profit-taking and the undertone 
remains firm. 


The C.I.C. Again 


It is rather a shock to hear from Mr W. H. Martin, 
the chairman of Allied Retail Trades (London), that 
his company has failed to secure the permission of the 
Capital Issues Committee to raise fresh capital. 
Events in that sphere have moved so smoothly in 
recent months as to give the impression that an 
application to the C.I.C. is now hardly more than a 


formality. Even the United Dominions Trust Ltd, 


the hire-purchase finance house, had at last succeeded 

e gaining the official approval for its new capital 
plans. 

l " This was probably in Mr Martin’s mind when, 

observing at the annual meeting that the business of 

retailing appeared to get little sympathy from the 

C.I.C., he added that the business of retailing by the 


‘never-never’, curiously enough, obtained permission 
to raise fresh capital. 

It might be thought an anomaly that needed 
explanation, he continued, but the C.I.C. never 
explained. Mr Martin was firmly of the opinion 
that this was another control which should be dis- 
continued. He emphasized how difficult it was to 
plough money into the business when roughly 62} 
per cent of the net profit went in taxation. 


Turnover Figures 


We reprint the company’s accounts this week. The 
company was formed in 1947, its shares being placed 
on the market in the following year, the Ordinary at 
12s 6d to give a prospective yield of a shade under 
64 per cent. The business then consisted of seventy- 
two shops—twenty-one bakers with a central and 
subsidiary bakeries, and fifty-one shops selling 
newspapers, periodicals, tobacco, confectionery, etc., 
in some cases combined with sub-post offices. 

The bakery business has been a problem, as readers _ 
with experience in that line will well understand. 
The outlook of the tobacco and newspaper group, 


` 
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m & S Se Ñ| the chairman says, is ‘not unpromising’. Investors 

aa Si ~ Ss $] who bought the Ordinary shares in 1948 had two 

i; T “i “l years of 16} per cent dividends and 15 per cent since. 

But the current value of their shares is now about 

8s 3d which helps to bear out the contention 

tui šI xa 98 È | that they were priced too high when originally 
aS e e ét St marketed. 

S ui š The chairman makes a practice of including in his 


statement the year’s turnover figure (£2,047,184 
against £1,852,005) and continues the trading figures 
at the meeting right up to the latest available week ~ 
which is more than many companies do. In view of 
the two distinct groups of shops, bakers and papers, 
a split of the turnover figure into its two components 
would be even more useful. The chairman also gives 
profit distribution figures which are included in the 
reprint. 


. 
* 


‘Yours in Anticipation’ 


Before declaring an interim dividend, directors must 
use reasonable care in order to satisfy themselves 
that such dividend is justified and, for this purpose, 
accounts for the half-year or period should be 
prepared, full provision being made for depreciation, 
bad debts and outstandings. So wrote the late 
Mr F. R. M. de Paula in his Principles of Auditing. 
Mr de Paula pointed out that prospects ahead 
should be considered: a first half-year profit might be 
swallowed up by a later loss. If auditors were asked 
to advise on the payment of an interim, they should 
go into all the circumstances, see that proper accounts 
had been prepared, and that the whole position had 
| been considered. But as so often happens in practice, 


`. 


Balance brought down from Profit and Loss Account .. 


a 


By Trading Profit from Branches 


By Balance from last year 


5,912 


‘the exception to the rule sooner or later occurs. 
What happens for instance in the case of Cozens & 
Sutcliffe (Holdings), constructional engineers and 
public works contractors, which at the end of 

| December 1954 announced an interim dividend of 


£96,720 





£124,490 
Appropriation Account 








I5 per cent on account of the year to June 3oth, 
1956 ~ repeat 1956? Ç 
A few days later, the board, announcing a two for 
five scrip issue, added that they expected to pay 
another 15 per cent interim next August on the 
nii increased capital and that the annual payments in 
future would, unforeseen circumstances apart, total 
30 per cent against the previous 25 per cent each 
` year. 
'This company never pays a final dividend. It pays a 
first interim six months before the year opens and a 


ALLIED RETAIL TRADES (LONDON) LIMITED 
Profit and Loss Account for the year ended October 3rd, 1954 


£128,591 
1954 
£ 
48, 
6,050 
5, 
2,5 
0, 
£103,197 








Ë per cent per annum to September 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Stevens v. Britten 


In the Court of Appeal — October 18th, 1954 
(Before the Master or THE ROLLs (Sir RAYMOND 
EversHep), Lord Justice Hopson and Lord Justice 

ROMER) 


Income tax — Partnership — Dissolution ~ Indemnity to 
outgoing partner — ‘Partnership debts and liabilities’ — 
Income Tax Act, 1952, Section 144. 


The plaintiff and the deféndant were partners and 
by a deed of dissolution dated February 26th, 1951, 
the partnership was dissolved as from December roth, 
1950; and the plaintiff, who was the retiring partner, 
assigned his interest in the partnership business to 
the defendant, and clause 4 of the deed of dissolution 
declared that: 

‘The continuing partner hereby covenants with 
the retiring partner that he will (a) duly pay and 
satisfy all debts and liabilities of the said partnership, 
and will at all times hereafter keep the retiring 
partner indemnified against the said debts and 
liabilities. . . .’ 

Clause 2 of the deed was as follows: 

‘The retiring partner hereby releases the con- 
tinuing partner and the continuing partner releases 
the retiring partner from all active claims and 
demands in relation to the said partnership and from 
all covenants, clauses and agreements, matters and 
things in the said partnership deed contained.’ 

An assessment under Case I of Schedule D for the 
‘year 1950-51 was made in the partnership name, 
under what is now Section 144 of the Income Tax 
Act, 1952, and a demand was sent to the plaintiff for 
the payment by him of £37 9s 6d, which was half the 
amount of tax on the assessment. On March 13th, 
1954, the plaintiff paid this sum to the Collector of 
"Taxes and obtained a receipt therefor. 

The plaintiff sued in the County Court to recover 
this sum from the defendant under clause 4 (a) of 
the deed of dissolution. 

Held (reversing the decision of the County Court 
judge), that the tax assessed in the partnership name 
was a partnership debt or liability within clause 4 (a) 
of the deed of dissolution, and the plaintiff was 
entitled to recover the £37 9s 6d from the defendant. 


Bambridge v. Commissioners of Inland 
Revenue 


In the Court of Appeal — November 18th, 1954. 
{Before the Master OF THE ROLLS (Sir RAYMOND 
EversHED), Lord Justice Jenkins and Lord Justice 

e -  BIRKETT) 

Surtax — Transfer of assets abroad — Settlement by 
father -eResiduary bequest of shares mother — 

Whether rights acquired by means of settlement and will — 
e Finance Act, 1936, Section 18. 


In 1933 the appellant’s father and mother sold 


Canadian and United States investments to a com- 
pany incorporated in Prince Edward Island, and 
received shares in the company as consideration for 
the sale. In 1934 the appellant’s father made a 
settlement in Prince Edward Island of the shares and 
debentures in the company, that he had received. 
The terms of the settlement were that the income 
should be paid to the settlor for his life, then to the 
widow for her life, and then to the appellant for her 
life, with remainders over. Accordingly, after the 
death of her mother, in 1939, the appellant became 
entitled to the settlement income. 

The shares in the Prince Edward Island company, 
that were allotted to the appellant’s mother, formed 
the subject of a similar settlement which the mother 
made in 1934. This settlement was revoked, however, 
in 1937. In 1938, the mother made a will, and left the 
residue of her estate to the appellant. Thus, since the 
date of her mother’s death in 1939, the appellant had 
also been entitled to the income from her mother’s 
shares in the Prince Edward Island company. 

The appellant’s father died in January 1936, and 
liability in respect of his shares arose, under Section 18 
of the Finance Act, 1936, for the year 1936-37. The 
appellant’s mother was also charged to tax, pursuant 
to the section, during her lifetime. After the decision 
of the House of Lords in Congreve v. Commissioners of 
Inland Revenue (27 A.T.C. 102) in 1948, when it was 
held that a person could become subject to the 
section although he was not responsible for the 
transfer of assets, the Inland Revenue took the view 
that that decision applied to the appellant’s case, and 
assessments to surtax were made upon her accordingly. 
The Special Commissioners decided that the appellant 
was liable to charge under the section in respect of 
her interest under the settlement made by her father, 
and also as the residuary legatee under her mother’s 
will. 


Held (feversing the judgment of Mr Justice 
Harman on the second point), that the Special Com- 
missioners’ decision was correct. 


Moorhouse v. Dooland 


In the Court of Appeal — December 15th, 1954 
(Before the MASTER OF THE ROLLS (Sir RAYMOND 
EVERSHED), Lord Justice JENKINS and Lord Justice 

BIRKETT) 
Income tax — Office or employment — Professional 
cricketer — Sums collected for meritorious performances — 
Whether remuneration of employment — Income Tax 
Act, 1918, Schedule E, Rule x — Finance Act, 1922, 
Section I8. 

The respondent was employed as a professional in 
a cricket club, under a written agreement binding 
him to act as cricket professional to the club for two 
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specified seasons at a salary of £800 for each season. 
The agreement also provided that the respondent was 
to have talent money in certain circumstances, and 
that ‘collections would be made for any meritorious 
performance by the professional with bat or ball... 
in accordance with the rules for the time being of 
the Lancashire Cricket League’. The respondent was 
entitled to undertake private coaching, but was 
otherwise to give the whole of his time and attention 
to the club. The whole agreement was expressed to be 
subject to the rules for the time being in force of the 
Lancashire Cricket League, and these rules directed 
that a collection was to be taken for any player scoring 
a specified number or more of runs .and in certain 
other -instances. 

In the 1951 season the respondent became entitled 
on eleven occasions to have a collection made on his 
behalf, and £48 15s was thus collected. The collection 
was made by persons selected by-the club, who took 
round boxes owned by the club. The contents of the 
boxes went direct to the respondent. 

It was contended for the Inland Revenue that the 
£48 15s was a part of the respondent’s remuneration 
as a professional cricketer. It was contended on 
behalf of the respondent that the £48 rss was a gift 
by spectators, who were pleased with the respondent’s 
performances, and that the rules concerning the 
taking of collections were.no more than the means of 
regulating a practice which existed irrespective of the 
rules. The General Commissioners decided that the 
£48 15s was not a part of the respondent’s taxable 
remuneration. 


Held (reversing the decision of Mr Justice Harman), 
that the £48 15s was a profit arising from the respon- 
dent’s employment and was assessable accordingly. 


Stratford-on-Avon Picture House Co Ltd 
v. Commissioners of Inland Revenue 


In the Court of Appeal — November roth, 1954 


(Before the MASTER OF THE ROLLS (Sir RAYMOND 
EVERSHED), Lord Justice JENKINS and Lord Justice 
BIRKETT) 

Excess profits tax — Capital computation — Acquisition 
of business — Goodwill included in purchase — Acquisi- 
tion of monopoly — Whether an increase of capital — 
Whether percentage increase of standard profits allow- 
able — Finance (No. 2) Act, 1939, Sections 12, 13, I4, 
16, Schedule VII, Part Il, paragraph 1 — Finance 

Act, 1940, Section 38. 

The appellant company carried on the business of 
a cinema proprietor in Stratford on Avon, and in 
1937 acquired all the four cinemas in Leamington. 
The total cost of the four cinemas (with a payment to 
a director) was £141,000. The four cinemas had cost 
the previous owners £74,000. l 

The appellänt company’s standard profit was 
based upon the profit of a pre-war period. The Inland 
Revenue agreed that the company was entitled, under 
Section 16 (5) of the Finance (No. 2) Act, 1939, as 
amended by Section 38 (3) of the Finance Act, 1940, 
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to be treated, in computing its standard profit, as if it 
had carried on the businesses of the four cinemas 
during the standard period. The company claimed 
under the proviso to Section 13 (3) of the 1939 Act, 
that the capital employed during the chargeable 
accounting periods should be treated as increased 
by the difference between {74,000 and {141,000.0n 
the grounds (a) that this increase should be made 
whether or not Section 16 (6) was applied; (b) that 
the difference between {£74,000 and £141,000 was 
represented by goodwill, which was an asset. created 
as the result of the transfer of the cinemas; (c) that in 
acquiring all the cinemas in Leamington the company 
had agquired a monopoly, and had acquired it other- 
wise than by purchase. 

The Special Commissioners held that the company 
was not entitled to the increase of capital contended 
for. 


Held (affirming the decision of Mr Justice Harman), 
that the Special Commissioners’ decision was correct. 


Countess of Seafield’s Trustees v. 
Lord Advocate 


In the Court of Session (Inner House) 
December 22nd, 1954 


(Before the LORD JUSTICE-CLERK (Lord THOMSON), 
Lord PATRICK and Lord STRACHAN) 


Succession duty — Landed estate — Settled securities — 
Succession — Sales of timber between date of trust 
disposition and date of successor’s beneficial interest — 
Whether sale moneys part of value of succession — 
Whether discharged debt deductible — Succession duty 
Act, 1853, Sections 2, ro, 20, 21, 23 — Finance Act, 
1894, Section 18 — Finance (1909-10) Act, Section 6I 
(5) — Finance Act, zort, Section ro — Finance Act, 
1912, Section Q. 

Under a trust disposition granted by the Dowager 
Countess of Seafield, the landed and other property 
known as the Seafield Estates were conveyed to 
trustees, with power to cut, and sell timber, to adjust 
the debts secured on the estates and to apply surplus 
income in reduction of debts, and to convey the 
estates (in the events that happened) to the present 
countess on her attaining the age of forty. By her last 
will and testament the dowager countess bequeathed 
the residue and remainder of her personal estate to 
the same trustees to be held and applied by them for 
the purposes of the said trust disposition. 

The dowager countess died on October 6th, 1911. 
On April 17th, 1946, the present countess attained 
the age of forty, and thereupon became entitled to a 
conveyance of the Seafield Estates and to have paid 
over to her the trust fund in the hands of the trustees 
including the assets forming the residuary estate of 
the dowager countess. At the date of the death of the 
dowager countess the Seafield Estates were burdened 
with debt to the extent of £515,365 ros and’ the 
timber on the estates was then valued for estate duty 
purposes at £220,782. The trustees managed thee 
estates down to April 17th, 1946, and they sold timber 
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for a total of £1,451,539 11s 3d; they paid the estate 
duty in respect of the timber on the estate at the 
death of the dowager countess, which amounted to 
£30,909 9s 7d. During the period of their management 
the trustees repaid the aforesaid debt of £515,365 10s, 
expended £317,037 5s 4d on the management of the 
estates, and dealt with the surplus of £619,136 15s 11d 
as a part of the trust fund. The movable assets 
included in the trust fund had an aggregate value, 
on April ryth, 1946, of £1,080,780 2s sd. l 
The Inland Revenue claimed succession duty at 
the rate of ro per cent on the value of an annuity for 
the life of the present countess equal to the annual 
value (after outgoings) of the heritable property to 
which she succeeded on April 17th, 1946, and succes- 
sion duty at the same rate on the movable assets in 
the trust fund, and on the assets representing the 
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residuary estate of the dowager countess. The amount 
of the second of these items was largely composed of 
the money which had been received from sales of " 
timber during the period of the management of the 
estates by the trustees. 

It was contended that no succession duty was pay- 
able in respect of timber, except on the sum of 
£220,782, which was the value of the timber in rgrr, 
and it was also contended for the trustees that the 
debt of £515,365 ros which had been paid off out 
of the proceeds of sales of timber, ought to be deduc- 
ted from the value of the heritable estate. 

Held (affirming the decision of the Lord Ordinary), 
that succession duty was leviable on the value of the 
timber at April 17th, 1946, and without deducting 
the heritable debt of £515,365 10s, which had been 
paid off in the meanwhile. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Bank Charges 


SrR,— About two years ago, my company was 
informed by our bank manager that, by order of his 
head office, he, in common with other managers, had 
to make a charge for the operation of his customers’ 
accounts. 

The charge he suggested was on the basis of r+ 6d 
per {100 of turnover of the account, i.e. on cheques 
drawn. After negotiation, he reduced the figure to 
od per £100. 

Bearing in mind that the company maintains a 
normal balance of from {10,000 to £20,000 and that 
at no time has it fallen below £5,000, I should be 
interested to know whether any readers are being 
similarly dealt with by their bankers and whether, in 
the circumstances, it is considered that the charge is 
justifiable. 

Yours faithfully, 
A.C.A. Co. Sec. 


Appointment of Auditors: Exempt Private 
Company 


SIR, — The opinion of your readers on a question 
concerning the appointment of auditors by an 
exempt private company would be of interest. 

The circumstances are that Mr A. is an accountant 
in practice as a partner in the firm A., B. & Co. He is 
also a trustee appointed under the will of a deceased 
shareholder and, with his co-trustees, is registered as 
the holder of the shares forming part of the deceased 
shareholder’s estate. He is also a director of the 
company, as are his co-trustees. 

His partners are not the co-trustees in question 
and are not directors or shareholders. 

Is there any reason why the firm A., B. & Co should 
not be appointed auditors to the company? It is 


appreciated that the position might be different if 
one of Mr A.’s partners were appointed auditor. 
Yours faithfully, 
SANTA. 


[One of Mr A.’s partners can properly be appointed 
auditor provided that the company is still an exempt 
private company at the date of appointment. The 
prohibition on the appointment of a person who is a 
partner of an officer of the company (Companies Act, 
1948, Section 161 (2) (b)) does not apply to an exempt 
private company. Appointing the firm A., B. & Co as 
auditors is only another way of saying that each 
individual partner is appointed auditor, since the 
firm has no separate existence. It follows that an 
appointment of the firm would be a contravention of ` 
Section 161 (2) (a), if Mr A. were both a partner in the 
firm and a director of the company at the time, Inci- 
dentally, it would be prudent to make quite certain 
that the company is in fact an exempt private one. — 
Editor.] 


Minutes of Meetings 


SIR,— I was very interested in the letter from 
‘Anxious’ regarding the reading of minutes of annual - 
general meetings (January 8th issue). I should be 
very interested to have comments upon the desir- 
ability or otherwise of actually reading the minutes 
of one annual general meeting at the next annual 
general meeting. 

I have experienced extreme difficulty in convincing 
committees of associations that this procedure merely 
lengthens the meeting and in my opinion bores the 
members of the association. Yours faithfully, 

London, Wr. , N. CAWS. 


[The Companies Act, 1948, which is not in general 
averse to imposing stringent requirements, stops short 
of requiring that minutes be read out at, or confirmed 
by, any meeting. Subject to the wishes of the majority 


of mernbers therefore, there seems to be no reason 
Ze 
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for adopting the practice. In the case of a company, 
and probably of most other forms of association, the 
member has an absolute right to inspect the minutes 
if he is sufficiently interested, and he can challenge 
their accuracy by a substantive motion. If it is the 
practice for the board (or committee) to consider the 
draft minutes before the chairman signs them, that 
should be a sufficient safeguard in all ordinary cases. 
If the membership were so lacking in confidence in 
the committee that the committee could not be relied 
on to produce accurate minutes, then clearly a change 
of committee would be called for in any case. — Editor 


The Revenue and Dentists’ Accounts 


Sir, — I was interested to see the letter from Messrs 
Eric H. Ascher & Co in your issue of January 8th, as 
my firm has had considerable difficulty in trying to 
ascertain the amount of debtors in respect of a dentist. 

In the case of our client, it was rather more 
complicated owing to the substantial amount of 
orthodontic work, lasting over some five years, that 
was carried out. We put all these difficulties to the 
Inspector and, after discussion and correspondence, 
the case was put before the General Commissioners 
for the appropriate district and they agreed to our 
suggestion that this particular client’s accounts should 
be dealt with entirely on a cash basis. It was neces- 
sary to make an opening adjustment and our client 
had to give an undertaking that, in so far as private 
work was concerned, he would send out his accounts 
at intervals of not exceeding three months and would 
make his various claims from the Ministry in accord- 
ance with the requirements of the Ministry. 

This arrangement has very considerably reduced 
the amount of work that is necessary at the end of his 
accounting year, both for ourselves and our client. 
Yours faithfully, 

Taunton, Somerset. R. S. FROST. 


Trust Expenses 


Sir, — We act for a trust estate the income from which 
is divided entirely between two surviving annuitants. 
The annuitants are not liable to income tax and are 
therefore able to reclaim the tax suffered by the trust 
on its income, the whole of which consists of taxed 
dividends. 

For the year 1954-55 the Inland Revenue required 
statements of trust income (Form R.59) from all 
estates, although in most cases these have not been 
called for in recent years. 

In computing the repayments due to the annuitants 
the Inspector has reduced the gross income by the 
expenses incurred by the trustees, thus reducing the 
reclaims below the actual tax suffered by the trust. 

In previous years, repayments of the full tax 

suffered have been obtained although we appreciate 
that without the R.so the Inspector would not have 
the information regarding expenses incurred, but we 
also have experience of other trusts where Forms 
R.so have been submitted, but repayments have 
not been restricted in this way. 

We shall be glad to know whether any of your 
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readers have experience of similar cases, as it appears 
to us entirely wrong in principle that repayments 
should be restricted on account of such expenses 
which, if charged in the accounts of a trading con- 
cern, would be allowed as a deduction in computing 
income tax liability, whereas in this case the opposite 
applies. Yours faithfully, 
JANMET. 


[The authority for the Inspector’s action is contained 
in two decisions of the Scottish Court of Session, 
Murray v. CIR. (s A.T.C. 607; 11 T.C. 133) and 
Macfarlane v. C.I.R. (8 ATC 227; 14 T.C. 532), 
where the facts are almost exactly the same. Some 
doubtgwas thrown on the Murray decision by dicta in 
the House of Lords in Archer-Shee v. Baker (7 
A.T.C. 550; rr T.C. 749) but the Murray decision 
was nevertheless followed in the Macfarlane case; 
Lord Morison there pointed out that in the Archer- 
Shee case the Crown had conceded the deduction of 
the trust expenses in arriving at the beneficiary’s total 
income for super-tax. The Archer-Shee decision was 
applied in Nelson v. Adamson (20 A.T.C. ros; 24 
T.C. 36), but the remuneration of the trustees was 
deducted in arriving at the beneficiary’s income for 
tax purposes, 

In the face of this mass of authority, the Inspector 
can hardly be challenged. 

It might be that a fairly informal arrangement 
between the trustees and the beneficiaries would 
overcome the difficulty in future years, — Editor.] 


Double Taxation Relief 


Sir,— I have read with considerable interest and benefit 
the lecture by Mr John Senter, Q.c., on the above 
subject reproduced in your issue of December 18th. 

The only subsisting method of granting relief, 
hitherto unchallenged, is that evolved by the Revenue. 
In the terms of this method, the foreign tax paid or 
payable in the base year is carried into the United 
Kingdom year of assessment and there set off. For 
example, income tax payable in Australia on profits of 
the year ended June 30th, 1951, are carried into the 
fiscal year 1952-53 and there set off. Two years are 
involved, despite the fact that the essence of double 
taxation is that two lots of taxes shall have been paid 
or be payable in the same year in respect of the same 
profits. 

The method also ignores the fact that income tax in 
this country is not a permanent tax, but is imposed 
annually. Until a given April 6th arrives, there is no 
charge to tax and therefore nothing against which to 
offset a foreign tax credit, for which reason the 
foreign tax must arise and be payable subsequent to 
April 6th of the year of assessment; and so on. 

It seems to me the method is as important as the 


legal aspect. Yours faithfully, 
London, EC2. E. HARMAN” 


[Our correspondent does not give an entirely accurate 
picture. We would say that the essence ofs double 
taxation is that two lots of taxes shall have been payable 
in respect of the same income, using the word income 
in its practical common-sense meaning of actual 
income, as distinct from notional income of a particular 
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assessment year for tax purposes. The Inland Revenue 
method gives effect to this common-sense view. If it 
was a condition of relief that the two taxes must have 
been paid in the same year, as well as on the same 
income, the fact that bases of assessment vary in 
different countries would cause startling hardships. In 
‘particular, it is not invariably the case that, under the 
present practice, the foreign tax payable ‘in’ the base 
year is set off against the United Kingdom assessment. 
Rather it is the foreign tax payable in respect of the 
income of the base year, whenever actually payable. 

It is true that the relief is confined to one year, 
namely the year for which the doubly-taxed income is 
assessed to United Kingdom tax, but given that the 
amount of income is computed in both countes on 
reasonably similar lines, this secures substantial justice. 

There are, of course, exceptions. In India, for 
instance, capital allowances tend to be given later than 
the corresponding allowances in the United Kingdom. 
It may be, therefore, that the Indian tax will greatly 
exceed the United Kingdom tax for the year of double 
tax relief, so that the excess would go unrelieved. 
However, this hardship was met by Section 25 of the 
Finance Act, 1953, under which the taxpayer can, in 
appropriate cases, elect to defer his capital allowances 
for United Kingdom tax purposes, thus maintaining 
the United Kingdom tax for the year of relief at a level 
high enough to absorb the foreign tax. The section is 
not confined to Indian tax. — Editor.] 


National Service 


Sir, — In Mr ‘Tennant’s article entitled ‘Five Long 
Years’ (November 27th issue) and in many of the 
letters on this subject published in subsequent issues 
of The Accountant it seems to be accepted as an 
irrefutable fact that the two years’ National Service 
is, from a professional point of view, wasted time. 
This is far from being the case for the considerable 
proportion of newly-qualified accountants who spend 
their National Service in the Royal Army Pay Corps, 
where the policy is to employ them on regimental 
accounts as far as possible. 

These accounts relate to units’ private funds and, 
unlike the accounting for public funds, which is on a 
cash basis, they are maintained on comparatively 
orthodox lines. Apart from being a great boon to 
hard-pressed regimental officers, who are not always 
expert in such matters, the work, which may involve 
the maintenance, audit, or if called for, the reorgan- 
ization of a set of accounts, is interesting and excellent 
practise for the young accountant. The benefit of this 
type of work is, of course, entirely lost to the articled 
clerk who decides to get his National Service over 
before taking his examinations. 

Furthermore, the man who waits until he has 
qualified comes into the Army older and more 
mature than most other National Servicemen, and 
he is, consequently, far more likely to reach commis- 
sioned rank. This, in turn, means that he will have 
more responsibility and more opportunity to develop 
his character fully before returning to the profession. 

Yours faithfully, 
R. M. PERRETT, a.c.a. 


Devizes, Wilts. Major, R.A.P.C. 
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Investment Allowance 


Sir, — Section 16 (3) (c) of the Finance Act, 1954, 
states that expenditure on new plant and machinery 
which is charged against profits on renewals basis, 
is to be treated as capital expenditure for the purpose 
of calculating investment allowance. 

Where office furniture and office machinery is on a 
renewals basis and is charged against profits, presum- 
ably only the expenditure on actual new office 
machinery, as distinct from expenditure on furniture, 
will be allowed to be treated as capital expenditure 
for this purpose? Yours faithfully, ` 

PERPLEXED. 


Investigations for Purchase: Practical 
Considerations 


SIR, — I greatly appreciated the article by Mr F. A. J. 
Couldery in The Accountant of January 1st and 8th, 
which is very comprehensive and instructive. In 
particular, I should like to say how much I agree 
with his concluding paragraph and I have felt the 
glow of personal satisfaction derived from the pro- 
duction of a report on the lines he suggests. The first 
report I produced after starting practice on my own 
was 4 real work of art. 

There is, however, a practical side of the matter 
that has not been touched upon. In my experience it 
is extremely difficult to obtain payment for a report 
of this kind if the fee is more than two or three 
guineas. In the event of the report disclosing facts 
(even deliberate misrepresentations) which make the 
client decide not to buy, he takes the attitude that he 
has personally ‘wasted time and expense, getting 
nothing out of it, so why should he pay? If it is 
pointed out that the investigation has saved him 
from making a disastrous investment he will say that 
such an extensive investigation was not at all what 
he required; he would have been satisfied with half 
a day’s work and a verbal report that the business 
was unsatisfactory in some particular respect. When 
any snag is discovered or suspected the investigation 
should cease and an immediate report be made to the 
client. 

In the event of the report being favourable, and a 
purchase ensuing, the client will point out that he 
has had to spend all his available resources on buying 
the business, he receives no allowance for his capital 


‘expenditure, and the accountant should be satisfied 


to have carried out the initial work without payment 
because it is enhancing his own goodwill and he will 
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receive an additional, or increased, audit fee in the ` 


future. He will also point out that he is not interested 
in all the past history in the form of figures; all he 
wants is for the accountant to say: that there is no 


misrepresentation in the vendor’s description; that ` 


the business will be a good one to have in the future; 
and the right price to pay for it. 


Having carried out many investigations of small. 


businesses for clients, which become shorter and 

simpler as I grow older, I would like to mention 

another experience. A man I knew who was noted 
+ 
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more for ‘salesmanship’ than for truthfulness, was 
selling a business. The prospective purchaser em- 
-ployed accountants to investigate it for him. He 
showed me the report which recommended that he 
should not buy the business and that the value was 
about one-tenth of the price asked for it. Knowing 
the facts, I quite agreed with the report. Later the 
purchaser told me he had bought the business for 
the price asked. ‘But’, said I, ‘I thought your account- 
ants advised you against it.’ “They were no good, 
they always say that — I have given them up’ was the 
reply. After trying to make a success of the business 
for just over a year he managed to dispose of it for 
exactly one-twentieth of the price he had paid for it. 
My experience is that carrying out investigations 
for purchase is not remunerative and that it does one 
more harm than good. There is always a contingent 
liability attached but hardly ever a benefit. I wonder 
if other accountants agree? 


Yours faithfully, 
BRYLAND. 


Insurance of Debts 


Str, — As an insurance broker who has for some years 
specialized in credit insurance I was particularly 
interested in ‘“Creditor’s’ letter in your issue of 
December 25th, 1954. 

For many years it has been possible for creditors 
to insure themselves against the consequences of 
non-payment of trade debts. 

Readers will no doubt be aware that the insurance 
of debts arising from export sales is largely the 
province of the Government-controlled Export 

` Credits Guarantee Department. 

On the other hand, the market for the insurance 
of ordinary home trade debts is virtually restricted 
to one company who have specialized in this field 
for over thirty years. 

In recent weeks, however, there has been a new 
development and a number of companies are now 
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prepared also to insure hire-purchase debts either 
for the account of the retailer or for the account of 
the finance house. 

Broadly speaking, there are two basic types of 
policies: 

(i) Whole’ turnover policy to insure credit sales 

made by the insured. 

(ii) Specific account policies which are underwritten 
on an individual basis and can cover the debts 
due from one or more selected customers. 

An essential element common to all types of 
credit insurance is the principle of co-insurance; 
cover is granted for an insured proportion which 
may vary from two-thirds to 85 per cent of the 
outstandings. 

It is not practicable in a short letter to deal with 
all the other features of this class of insurance which 
may interest your readers. 

Yours faithfully 


London, EC3. ARON HIRSCH. 


Sir, — I beg to refer to a letter signed ‘Creditor’ under 
the heading ‘Insurance of Debts’.in your Christmas, 
1954, issue (page 694). ae 
here are at present two organizations in the 

United Kingdom which specialize in underwriting 
credit risks, They are the Trade Indemnity Co Ltd 
and the Export Credits Guarantee Department. 

The Trade Indemnity Co Ltd is a specialist insur- 
ance company which reinsures its risks in the main 
with the leading British insurance companies, and 
the Export Credits Guarantee Department is a 
Government department which concentrates ex- 
clusively on export credits as opposed to internal 
credits. 

Particulars of the activities of these alternative 
concerns can be obtained on application to their 
respective offices or through the medium of an 


insurance broker. Yours faithfully, 
London, EC2. A. N. PATRICK. 


STUDENTS’ DINNER IN LEEDS 


The annual dinner of the Leeds and District Chartered 
Accountant Students’ Association was held at The 
Hotel Metropale, Leeds, on Friday of last week. 

Mr E. H. Glaisby, r.c.a., President of the Association, 
was in the chair and, with Mr W. L. Barrows, F.c.a., a 
member of the Council of The Institute of Chartered 
Accountants in England and Wales, received the guests, 
who included Councillor H. S. Vick, J.P., Lord Mayor 
of Leeds; Alderman Sir James Croysdale; Mr T. G. C. 
Woodford, M.A., Headmaster, Leeds Grammar School; 

Mr R. Cleworth, Q.C., Stipendary Magistrate of 
Leeds; Mr R. S. Sandbach, President, The Incorpor- 
ated Brewers’ Association, and 

Messrs K. D. Cummings (Nottingham Chartered Ac- 
countant Students’ Society); J. T. Barraclough, B.A., A.C.A. 

2? 


The Leeds and District Chartered Accountants Students’ Association 


(Bradford and District Chartered Accountants’ Students’ 
Soctety); F. E. Biller (H.M. Inspector of Taxes, Leeds Ist 
District); J. F. Dowzall (Hon. Sec., Incorporated Accountants’ 
District Society of Yorkshire, Students’ Section); D. L. 
Dukes (Chartered Accountants’ Students’ Society, Kingston 
upon Hull); D. M. Flather; M. G. Frampton (Birmingham 
Chartered Accountant Students’ Society). 

Messrs T. A. Healey (Manager, Westminster Bank Ltd, 
Leeds); C. W. R. Johnson, A.C.A. (Manchester Chartered 
Accountant Students’ Society); A. T. Nadal (Chartered 
Accountant Students’ Society of London); E. Duncan Taylor, 
F.C.A. (Member of Council of the Institute); A. N. Tod 
(Liverpool Chartered Accountant Students’ Association); 
Derek Veale, M.A., F.C.A. (President, Leeds, Bradford and 
District Society of Chartered Accountants); K. West, A.C.A. 
eeng and District Chartered Accountant Students’ 

octety). 
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Accountancy: A Mainspring of Business 


The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Alderman 
Sir James Croysdale, who said that accountancy was a 
mainspring of business and without it business would 
not be able to function. 

“We hear a lot of tommy rot about those who produce 
and those who do not. If it were not for those who protect 
and guide the producer, he would not be able to produce. 
The accountant is as vital to the country as the man who 
makes the goods. And the Institute is vital to the profes- 
sion’, he observed. 


Responding, Mr Barrows said he had been asked to . 


convey the apologies of the President of the Institute 
for his absence and to say how sorry he was that 
pressure of other events made it impossible for him 
to attend. 

“The President’, said Mr Barrows, ‘is a past chairman 
of the Examinations Committee and probably knows more 
about the problems of students than anyone.’ 

Mr Barrows said that since his own articles, some 
thirty years ago, he had taken a personal and active 
interest in the affairs of students and he told them that 
the Council of the Institute spent some considerable 
time debating the interests and problems of the 
younger generation. 

The General Purposes Committee used to deal with 
the problems of the students, he said, but some two 
years ago an articled clerks sub-committee was formed, 
of which he was chairman, which now reported direct 
to the Council. Offering advice to those present, he said: 

‘Write good English and learn to be able to express 
yourselves clearly. Keep in touch with the activities “at 
Moorgate Place by reading reports published in The 
Accountant and by studying the financial accounts issued at 
the beginning of April each year. 

‘As articled clerks you are in a privileged position in the 
commercial world. You have a wonderful chance of seeing 
how businesses of all kinds are run, how some are successful 
and how others fail. Make the best use of those privileges, 
even when you have qualified. You can always learn some- 
thing more. Put all you can into your work and use every 
chance of serving the profession by helping in connection 
with student societies.’ 

He concluded by wishing the best of luck to members 
of the Association, especially those awaiting the results 
of their examination. 


National Service 


Proposing the toast of “The Leeds and District Char- 
tered Accountant Students’ Association’, Mr Woodford 
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said they should not look upon National Service as a 
waste of time. It could provide them with an under- 
standing of a wide variety of human character which 
would be of inestimable value to them in their profes- 
sion. Young men, he said, should not always endeavour 
to secure a position in the army in which they could 
continue their profession. i 

‘Do please go into a regiment -— the Royal Armoured 
Corps or the infantry. Go where you have to handle men 
and have direct experience of all sorts and types of humanity 
and you will benefit from your two years’ service. You will 
have learned a great deal about how men live, how they 
spend their money and how they really want to live their 
lives. If you write home and say you are bored, then I would 
say that you yourselves are to blame. National Service can 
be of the greatest help to you if you approach it in the right 
spirit. 

Speaking of the qualities he thought desirable in a 
successful accountant, Mr Woodford said they should 
be educated and cultured men with the ability to 
inspire confidence, a readiness to take responsibility 
and to assume the initiative, together with the qualities 
of honesty and personal integrity. 

‘You are not only going to handle figures, but also 
human beings’, added Mr Woodford. “There is a very grave 
danger in our modern society, that, for the convenience of 
administration and for the satisfaction of the adminis- 
trator, personal liberty and individual freedom will suffer 
more and more restrictions in such an unostentatious 
manner that we shall not know it is happening. That is the 
sort of thing that you have to be watching. You must not 
be guilty when you become fully qualified of placing 
administrative convenience first.’ 

Replying to the toast, Mr Glaisby said that, although 
the profession was a hard taskmaster, demanding from 
parents and students great financial sacrifices in man 
cases, it was undoubtedly worth while. 

The toast of “The Trade and City of Leeds’ was 
proposed by Mr Sandbach, who spoke of the decline 
in the number of brewers in this country. Some fifty 
years ago, he said, there were over 7,000 brewers, but 
now there were under 400. Firms, he said, are amalga- 
mating because of the ‘terrible duty on beer’, the high 
general taxation and, “last but not least, death duties’. 

The Lord Mayor replied and said he was extremely 
pleased to see such strong support for the Students’ 
Association. ‘I can say that am satisfied your profes- 
sion is attracting the right type of man’, he said. 

The toast of ‘Our Guests’ was proposed by Mr J. M. 
Stanley, Honorary Assistant Secretary of the Students’ 
Association, and was responded to by Mr Cleworth. 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council Meeting held on January sth, rose, who 
completed their Fellowship or Membership before 
January 18th, 1955. 
Assoctates elected Fellows 
Benbow, Roy Hardman; 1936, A.C.A.; (Benbow & Airs), 
Derngate House, 45 Derngate, Northampton. 
Brookes, Maurice; 1934, A.C.A.; (Brookes, Morris & Co), 
Barclays Bank Chambers, Church Square, Oldbury, 
Worcestershire. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 


* 


Chegwidden, Alan David; 1948, A CA: (®Thomas Werrell 
& Co), 26 Clement’s Road, Ilford, Essex; also at Wanstead 
(A. D. Chegwidden). 

Cleeve, John Frederick; 1949, A.C.A., (Frank Hiscocks & 
Co), 26 Exchange Street, Liverpool, 2. 

Croft, Clifford Hamilton; 1935, A.C.A.; (Croft, May & Co), 
22 Surrey Street, Strand, London, WC2, and at Redhill 
and Weybridge. 

Dowler, Robert Michael; 1949, A.C.A.; (Frank Dowler & 
Co), Danlee Buildings, 53 Spring Gardens, Manchester, 2. . 

Garrett, Eric Frank; 1940, A CA: (Gordon Heynes & Co) E 
Prudential Buildings, Guildford, Surrey, and at London. 

Girdwood, John Hyndman; 1932 A.C.A.; (Charles Comins ` 
& Co), so Cannon Street, London, EC4, and at Fram- 


lingham., 
°. 
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slaisby, Edward Hurtley; 1924, A.C.A.; (Norman Hurtley 
& Co), Atlas Chambers, King Street, Leeds, r. 

Jaering, Henry Gunther Christian, LL.B., 1948, A.C.A,; 
Derbyshire House, Argyle Street, London, WCYr, 13 
Ranulf Road, London, NW2, and 129 Queensway, 
London, W2. I 

Tenderson, Arthur; 1949, A.C.A.; (*Peat, Marwick, 
Mitchell & Co), Queen’s Square, Middlesbrough, and at 
Darlington and Newcastle upon Tyne. 

denderson, James; 1922, A.C.A.; (*Henderson & Eastwood), 
26 North John Street, Liverpool, 2. 

odgson, Harry; 1929, A.C.A.; (*Robson, Morrow & Co), 
59 New Cavendish Street, London, W1, and at Glasgow 
and Sheffield; also at Johannesburg, (Robson, Morrow & 


Co). 

Toneywell, Cyril; 1939, A.C.A,; (Thomas & Honeywell), 
Midland Bank Chambers and Central Chambers, 
Newbridge, Monmouthshire, and at Usk. 

-louseman, Roy Douglas; 1949, A CA: (Rhodes & Rhodes), 
295 Regent Street, London, Wr. 

owe, Arthur Charles David; 1949, A.C.A., (Sidney 
Cronk & Co), 1-2 Rangoon Street, London, EC3. 

Kinnersley, John Farleigh; 1938, A.C.A.; (*Eyre & Shipton), 
4 St Stephen’s Avenue, Bristol, 1, and at Dursley. 

wiggatt, James Donald; 1936, A.C.A.; (*Armitage & 
Norton), (Boyce Welch & Co) and (*Graham Smart 
eae) Salisbury House, Finsbury Circus, London, 


2: 

„und, Douglas Pearson; 1932, A.C.A.; (Pearson Lund & 
Co), 6 Raymond Buildings, Gray’s Inn, London, WC, 

Malvern, Woolf Ronald; 1949, A.C.A.; (Malvern & Co), 
57 George Street, Portman Square, London, Wi. 

Viason, William Harradine; 1949, A.C.A.; (Macnair, Mason, 
Evans & Co), Capel House, 62 New Broad Street, 
London, ECa2. 

Vay, Clifford George; 1933, A.C.A.; (Croft, May & Co), 
22 Surrey Street, Strand, London, WC2, and at Redhill 
and Weybridge. 

Moon, Frank Sidney Laurence; 1947, A.C.A.; (*Kilner, 
Farnell & Moon), 42 King Street, Clitheroe, Lancs. 
Morris, Joseph; 1936, A.C.A.; (Brookes, Morris & Co), 
Barclays Bank Chambers, Church Square, Oldbury, 

Worcestershire. 

Darker, Leonard; 1929, A.C.A; ("Wood & Co), r Old 
Burlington Street, London, Wr. 

Zerry, Donald Charles Adrian; 1940, A.C.A.; (Phipps & 
Co), Landgate Chambers, Rye, Sussex. 

Randall, Clifford Charles Lynn; 1927, A.C.A.; (Charles 
Comins & Co), so Cannon Street, London, EC4, and at 
Framlingham. 

Romer-Lee, Charles, M.A. 1935, A.C.A.; (*Deloitte, 
Plender, Griffiths & Co), s London Wall Buildings, 
Finsbury Circus, London, EC2; (for other towns see 
*Deloitte, Plender, Griffiths & Co, and *Deloitte, 
Plender, Haskins & Sells). 

Taylor, Sidney; 1939, A. CA: (Beesley, Taylor & Co), 21 
Cross Street, Preston. 

Thornton-Smith, Donald Frederick; 1949, A.C.A.; (Calder- 
Marshall, Ibotson & Bound), 11, 12 & 13, Downgate 
Hill, London, EC4, and at Slough. 

Cudball, Vernon Arthur; 1930, A.C.A.; (*Deloitte, Plender, 
Griffiths & Co), and (*Deloitte, Plender, Haskins & 
Sells), 5 London Wall Buildings, Finsbury Circus, 
London, EC2z; (for other towns see *Deloitte, Plender, 
Griffiths & Co, and *Deloitte, Plender, Haskins & Sells). 

Verity, Reginald; 1923, A CA: (R. Verity & Son), Ocean 
Chambers, Lowgate, Hull. 

Natson, Roy; 1936, A.C.A.; (*Henderson & Eastwood), 
26 North John Street, Liverpool, 2. 

Webber, Norman George; 1940, A.C.A.; (Ware, Ward & 
Co), 21 Cathedral Yard, Exeter, and at Bideford, Bristol, 
Dartmouth, Paignton, Sidmouth and Torquay. 


| (Not m England or Wales) 

Tewson, Derek Arthur Warren; 1949, A.C.A.; (Pannell, 
Crewdson & Hardy), Thorpe Road (P.O. Box 1219), 
Accra, Gold Coast, and at Lagos. 

° 


* 


THE ACCOUNTANT 


105 


Hunter, Ian Douglas; 1939, A.C.A.; (Scarborough, 
Damadian & Co) (P.O. Box 80), Kitale, Kenya Colony. 
Peake, Ernest Leslie; 1929, A.C.A; (*Evatt & Co) and 
(*Price Waterhouse & Co), N.T.S. Building (P.O. Box 
, 164), Singapore, and at Ipoh, Kuala Lumpur, Malacca 

and Penang. 


Former Members re-admitted to Membership 
Booth, Kenneth Edward Richardson, c/o Pennant Fruit 
Farm, Eglwysbach, Talycafn, Denbighshire. 
Grey, Philip Ronald, Royal Air Force, Bircham Newton, 
King’s Lynn, Norfolk. 


Personal 


Messrs E. M. Owen & Co, Chartered Accountants, 
of 11/13 Victoria Street, Liverpool, 2, announce that 
as from January 8th, 1955, they have taken into 
partnership Mr GILBERT Ernest FRANK HARDING, 
B.A., A.C.A., who has been associated with the firm 
for some years. The name of the firm will remain 
unchanged. 

Messrs THomson, Kincpon & Co, Chartered 
Accountants, of Callard House, 74a Regent Street, 
London, Wr, announce that as from January rst, 
1955, they have taken into partnership Mr James 
S. D ANDERSON, A.c.A. The practice will continue 
to be carried on under its present title. 

Messrs FITZPATRICK, GRAHAM & Co, Chartered 

Accountants, of 95a Chancery Lane, London, WC2, 
announce that Mr WILFRID Gaston MEDLAM, A.C.A., 
has been admitted as a partner as from January Ist, 
1955- 
Messrs Joun M. Winter & Sons, Chartered 
Accountants, of London, SW1, announce that Mr 
WILLIAM J. GERMING, A.C.A., has been admitted as 
a partner of the firm. ` 


Professional Notes 


Mr W. E. Aitken, A.C.A., A.S.A.A., has been appointed 
a director of the Igranic Electric Co Ltd, Bedford. 
He is succeeded as secretary of the company by 
Mr D. R. Esslemont, C.A., A.C.W.A. 

Mr C. J. Maples, F.c.a., a partner in the firm of 
Spain Brothers & Co, of London, has been appointed 
a director of T. V. Advertising Ltd, which company 
has been formed to make advertising and other 
material for commercial television. 


The Late Mr F. R. M. de Paula, C.B.E., F.C.A. 
APPRECIATION 


It is a sad task for an American friend to assess the 
many facets of the late F. R. M. de Paula’s brilliant 
career. His contributions to practice, industry, 
education, research and publication are as well known 
in the States and the Antipodes as they are in Britain 
and on the Continent. Future generations will draw 
great inspiration from his accomplishments and hig 
writings, but they will be robbed, as we are not, of 
personal knowledge of the man, his range of mind 
and code of ethics, and his desire to assist young 
members of the profession in his own country and 
overseas. 

When the writer went out to Australia on the first 
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appointment ‘of a Fulbright Professor in the field of 
accounting, it was Mr de Paula who cabled his good 
wishes for the success of the venture, he who provided 
helpful introductions to business and financial 
leaders. These instances of courtesy and encourage- 
ment to the writer could be matched by many other 
persons who laid claim on his time and drew stimulus 
from his intellect. It might rightly be declared that 
he was a modern pioneer in accountancy, but this 
spirit was tempered with a wisdom and an imparti- 
ality of viewpoint which set him apart in professional, 
business and academic circles. 

In retrospect, F. R. M. de Paula will be seen as a 
free-thinker -a man sufficiently removed from the 
heat of an argument and the pressure of a company 
matter to view facts completely objectively. At the 
London School of Economics and the Dunlop 
Rubber Co; in practice, text-books and papers; and 
as witness before or member of committees of inquiry, 
he built a reputation which became known throughout 
the world. Extensive research indicates that he was 
the most quoted contemporary authority in account- 
ancy, and translations of his works appear in the 
foreign Press far more frequently than most of us 
imagine. Always embracing the techniques demanded 
of the outstanding practitioner, but combining them 
with the scholarship required of a professor, de Paula 
displayed a happy array of assets which is rarely 
found in one individual. His talents were fully 
evident in a paper prepared for the 1952 International 
Congress, but at all times and in all ways he worked 
to sustain the best traditions of the profession, for 
this profession he loved above all else. 

Future visits to England will be less enjoyable 
for many people — young and old — because F. R. M. 
de Paula will not be there to greet them in his inimit- 
able manner. But they express appreciation of his 
intellectual accomplishments and personal standards 
by renewed effort to advance accounting theory and 
education in their lands. More than that, however, 
they rededicate themselves to the achievement of a 
one world of accountancy, a cause which he did so 
much to promote but which remains endowed with 
more illusion than reality. In this manner they honour 
the record of one English chartered accountant, 
F. R. M. de Paula, to whom this writer, alas, bids a 
reluctant farewell. — M. E. M. 


Higher Rates of National Insurance Benefits 
and Pensions 
‘APPOINTED Days’ FIXED 


The dates from which more than 7 million people 
in Great Britain will be paid the increased pensions 
and other national insurance and industrial injuries 
henefits provided by the National Insurance Act, 
1954, have been fixed by an Order! made by the 
Minister of Pensions and National Insurance. ‘The 
Order “also fixes the date from which the higher 
weekly contributions will be introduced. 


1'The National Insurance Act, 1954. (Commencement) 
Order, 1955, S.I. x955 No. 45 (Cr), H.M.S.O., price ad. 
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The ‘appointed days’ prescribed in the Order are: 
From first pay-day after: «+ š 
April 25th for retirement pensions, widows’ benefits, 

guardian’s allowance and industrial death benefits; ` 

May r6th for maternity benefits; I 

May roth for unemployment benefit, sickness benefit and 
for industrial injury and disablement benefits; 

June Sth for the introduction of the higher National insur- 
ance and industrial injuries contribution rates. 
Announcements will be made in the Press advising 

retirement pensioners, including widows over the 

age of 60, how to apply for their increased pension. 

Widows now receiving pensions or allowances will be 

written to individually about their increases. All 

other beneficiaries need do nothing: they will receive 
their increase automatically from the appropriate 
appointed day. 


Double Taxation: Denmark . 


The United Kingdom Government and the Danish 
Government have agreed, in an exchange of Notes, 
that the Double Taxation Agreement between the 
United Kingdom and Denmark (8.1. 1950 No. 1195) 
shall be extended with modifications to certain British 
colonies. 

The full text of the Notes will be published shortly 
by H.M. Stationery Office. 


London and District Society of 
Chartered Accountants 


The London Local Committee of The Institute of 
Chartered Accountants of Scotland has kindly 
invited members of the Society to a meeting to be 
held next Tuesday, at 6 p.m., in the Oak Hall of 
the Institute, when Mr R. W. Abbott, F.L.A., A.S.A., 
will speak on ‘Pension schemes for the profession 
and industry’. 


The Chartered Accountant Students’ Society 


of London : 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m.: Lecture, “Trustees, liquidators and 
receivers’, by Mr A. W. Sarson, F.c.a. Chairman: Mr H. 
Garton Ash, 0.B.E., M.C., F.C.A., Past President of the 
Institute. 

Wednesday: Visit to Westminster Bank (limited number). 

Thursday, 5.30 p.m.: Post-Intermediate lecture on “The 
measurement of income’, by Mr H, C. Edey, B.cow., 
A.C.A. Lecturer in Accounting and Business Finance, 
University of London. 

Friday, 5.15 p.m.: Introductory course lectures on (r) The 
fundamentals of accountancy; (2) The law and its 
branches. 


The Chartered Institute of Secretaries 
ANNUAL CONFERENCE 


The annual conference of the Chartered Institute of 
Secretaries is to be held this year at Folkestone, 
between May atb and 14th. Four papers will bef 
read — their subjects being, ‘Oil’; “The board and the 
secretary and their relationship to the shareholders 
and the public’; ‘Industrial relations’, and ‘Hire- 
purchase’. š; | 


* 
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SEVENTY-FIVE YEARS AGO 
From Whe Accountant or JANUARY 24TH, 1880 


Letter to the Editor entitled 
LIABILITY OF "TRUSTEES 


Sir,—I am trustee in a liquidation case where the : 


only assets were claimed by a Bill of Sale holder 
under a Bill of Sale. I brought on a motion before 
the County Court Judge to have the Bill of Sale 
upset, and obtained an order declaring the Bill of 
Sale to be void, and for the delivery of the goods to me. 
The Bill of Sale holder has now appealed against the 
County Court Judge’s order, and J want to know 
whether in the event of his winning the appeal with 
costs, I shall be personally liable for such costs, there 
being no other assets out of which to pay them. I shall 
be obliged if you or any of your subscribers can 
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answer me this, and refer me to any cases which have 
been decided on the point. Yours, &c., Z. Y. X. ` 


Annotated Tax Cases 


Part 7 of Volume XXXIII of the Annotated Tax 
Cases, edited by Mr Rov Borneman, Q.c., is published 
today and contains reports, with notes on the 
judgments, of the following cases: In re The Earl of 
Leven and. Melville (Ch.D.); Burton v. Rednall 
(Ch.D.); George Hall @ Son v. Platt (Ch.D.); 
Owen v. Southern Railway of Peru Ltd (Ch.D.); 
Gahan v. Chloride Batteries Ltd (Ch.D.),; Waterloo 
Main Colliery Co Lid v. CIR (Ch.D.); Page v. 
Pogson (Ch.D.); Severne v. Dadswell (Ch.D.). 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & Co 
(Publishers) Ltd, 27~28 Basinghall Street, London, 
EC2. 


INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 


‘Results of Examinations held in November 1954 


Places in the Final examination have been awarded on the combined results of both Parts where the concluding Part has been 
passed in either May 1954 or November 1954. 


FINAL EXAMINATION 


First-Place, ‘Arthur Collins’ Memorial Gold Medal and the Institute 


rize o 
Sidebotham, Roy, Hyde B. 
(Passed Part A in May 1954 and Part B at a previous 
examination) 


Second Place and Prize of £5 5s 
Stonefrost, Maurice Frank, Slough B. 
(Passed Part B at a previous examination) 


f £To Ios 


Third Place and Prize of £3 3s 
Phillips, Vernon Francis, Swindon B. 
(Passed Part A at a previous examination) 


Fourth Place and Prize of £2 2s 
Trafford, Alec, Hemel Hempstead B. 
(Passed Part A in May 1954 and Part B at a previous 
examination) 


PART A 


` Awarded the ‘Philip Howes’ Memorial Prize of Books to the value of Lro ros for Local Government Finance 


Vayro, Percy James Thomas, Derbyshire C.C 
(Passed Part A in May 1954) 


Awarded the ‘John Elliott? Memorial Prize of {£10 ros for Advanced Accountancy 
Keeley, Alfred John, Caterham and Warlingham LU D.C 


(Passed Part A in May 1954) 


Braddy, S. G., Stoke Newington M.B. 
*Bunyan, C. D., Bedford C.B. 
*Burgess, D. A., Chelmsford Group H.M.C. Duckett, A. W., Bedfordshire C.C. 

Burley, F. J., Harlow Development Corp. 
"Barker, T., Ashton-in-Makerfield U.D.C. Bury, P. C., Wokingham B. 

Chivers, R. G., York C.B. 

*Clark, K. G., Isle of Wight C.C. 
*Corkett, D. R., Epsom Group HMC 
Blackburn, D.,. Yorkshire (West Riding) *Cousen, Ee Has eat C.B 

. M., Ma 


"Appleby, R. E., Lancashire C.C. 
*Ardron, D., West Bromwich C.B. 
Ashpool, S. E., Huddersfield C.B. 
*Barker, E., Northamptonshire C.C. 


*Bastin, R, C., Devonshire C.C. 
Bean, B., West Bromwich C.B. 
"Bevan, G. J., Merthyr Tydfil C.B. 
Davies, 
U.D. 


Cie. 
Bowden, J., Oldham C.B. 


blethorpe & Sutton 


Dawson, W., Oldham C.B. 
Deung, E. J., Hemel Hempstead B, 


*Edwards, D, G., Sutton & Cheam B. 
Eley, J. R., Mossley B. 

*England, C., Cardiff R.D.C. 

*Fox, G. B., Ipswich C.B. 
Frankland, T. W., Preston C.B. 
Frith, E., Ashton under Lyne B. 
Gibson, A. McKay, Middlesex C.C. 

*Gould, D. J., Dorking U.D.C. 


JOHN FOORD & COMPANY ` 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines} 


VALUERS AND ASSESSORS 


` OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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*Graebe, B. J., Tunbridge Wells B. `` McFarlane, D “i Southend-on-Sea C.B. Seymour, E.,; dere C.B. - 
“Gray, E., Lincolnshire (Lindsey) C.C. McIntosh, J., A. Town Chamberlain’s Smith, R. J., Ipswich C.B 
Green, B. J., Brighton C.B. Dept, Stirli Za g. *Stewart, L. T., Wisbech & Marshland 
*Hall, A., Kingston u = Hull C.B. Medcalf, H. J., Southgate B. R.D.C. 
Hawes, L. A., Fleer (DC *Medley, S., Northern Gas Board, Middles- *Stonefrost, M. F., Slough B. 
Herd, I. L., Perth Se Kinross It. C,C.s. brough & Stockton Division. Tedder, F. R., Ger h U.D.C 
Higgs, M. A., Har *Moran, L., Accrington C.B. Thompson, A. e Wellinetarough U. D.C. 
‘Hipwell, E. T, Salford C.B. *Neal, B. S., Coalville U.D.C. Thomason, SCH Northumberland C.C. 
Holden, D., Portsmouth C.B. Newson, D. R., Ongar R.D.C. Tr s , South Western Electricity 
Irish, G. R., Ashford U.D.C. Niblett, G. SC ‘Covent C.B. Board. 
#Jennings, W. E., Buckinghamshire C.C. Patten, L. E , Bethnal reen M.B. Thrall. da E., Pontefract B. 
*Joines, D., Birmingham (Selly Oak) H.M.C. *Pickup, J., Lincolnshire (Lindsey) C.C. Tomlinson, R. A., Portsmouth C.B. 
Kail, L. J., Scarborough C.B. *Powell, J. D., ap C.B. Wallace, C. G., Hertfordshire C.C. 
Keegan, J. 'P., Kent C.C. Preston, R. CG Long Eaton U.D.C. Warren, F. M., West Bromwich C.B. 
Kellet, G., Helmsley R.D.C. Reeve, K. L+ i Taunton C.B, Warren, R. A., "Cardiff C.B. 
Lacey, P. H., Leicestershire C.C. Robinson, L . G., Nottinghamshire C.C. “Watson, J. E City Chamberlain’s Dept., 
Latham, D., Gloucestershire C.C. *Rose-Troup, T: F., Devon C.C. Glasgow 
#Leese, D., Stoke-on-Trent C.B. Rowett, G. C., Webber, R. S., Ipswich C.B. 
MacDonald, A C., Epsom & Ewell B. Scammell, R. W., Public Works Dept., *White, H. F., West Bromwich C.B. 
Mant, D. C.F A Chichester B. Nigerian Government. Wise, L. F., Southern Electricity Board. 
Marlow, A. C. J., Bradford C.B. Seaborne, W., E., Hemel Hempstead B. Wright, W. N., Twickenham B. 


Marsh, A., Wallasey C.B. 


* Passed Part B/r at a previous examination. 


Additional Alternative Subjects (Finance) 


Anderson, J. W., City Chamberlain’s Department, Aberdeen. (Local Government Finance.) 
(Passed Part A in May 1953) 


PART B 


Awarded the President's Prize of £5 5s for the highest marks in Part B; 
and the ‘G. A. Johnston (Dundee) Prize of £3 for Statistics 


Smith, Peter Michael Rix, Newmarket U.D.C. (formerly City Treasurer’s Department, Nottingham), 
(Passed Part B in May 1954) 








angie: R. L., Renfrew C.C. *Guest, W., Liverpéol C.B. *Phillips, V. F., Swindon B. 
*Barber, A. O., Ch readle & Gatley U.D.C. Henderson, C. E. Manchester C.B. *Preston, A. I, Treasurer's Dept., Shef- 
*Bartlett, N. A. Gloucestershire C.C, *Horsfield, K., Ashton-under-Lyne B. field R.H. e 
*Bettridge, G. W., Hampshire C.C. Keeler, D. J., Smethwick C.B. *Richards, J. C., Torquay B. 
*Burrell, P., London C.C. *Kelly, J. D., Hertfordshire C.C. *Rose, J. D., Nottingham C.B. 
sCarroll, Kë ae C.B. *Luke, A., Glamorgan C.C. *Shakespeare, F. W., Bullingdon R.D.C. 
Collins, D . F., Gloucester C.B. “Maxwell, A. R., Town Chamberlain’s *Smith, C. H., Stafford B. 
*Courtney, K E., West Bromwich C.B. Dept., Cowdenbeath. *Smith, J. L, Lancashire C.C. 
*Crosse, P. S., Long Eaton U.D.C. *McLaren, A, D., Kingston upon Hull C.B. Stewart, L. T., Wisbech & Marshland 
Croucher, R. W., Bath C.B. *Miller, J. Ké Oxford C.B R.D.C. 
Davies, T. I, Watford B. *Nielsen, P. S., Birkenhead C.B. Washington, J. H., Kingston upoa 
*Fletcher, C, T Hertfordshire C.C. SC B. P, Worthing B. Thames B. 
Fuller, S. A., Coventry C.B. *Pearce, K. J., Salisbury C.B. Raa G. J., Wolverhampton C.B. 
Goodacre, E. F., Peterborough B. Wright, H, J., Birmingham C.B. 
* Passed Part A/2 at a previous examination. + Passed Part A in November 1954. 
Additional Alternative Subjects (Law) 
Anderson, J. W., City Chamberlain’s Department, Aberdeen. (Local Government Law.) 
(Passed Part B in May 1953) 
Summary of Results 
Intermediate Final Part A Final Part B Total 
No. percent No. per cent No. ber cent No. per cent 
Passed e T 102 40 89 37 37 36 228 38 
Failed dë a ISI 60 154 63 65 64 370 62 
Total .. 253 100 243 IOO 102 IOO 598 100 
m 


MOT OR — FIR E — CONSEQUENTIAL LOSS 


‘CCAR & GENERAL Zëss L” 
83 PALL MALL, LONDON, SW1 


‘The Accountant s 


ANUARY: 29TH, 1955 


CONTENTS 


ading Article Page 


Inland Revenue Report 109 


special Article 


Accountants and Pros- 
pectuses 
by Peter Whitworth III 


ecture 


Pension Schemes: Aims and 
Achievements 

by R. W. Abbott, FLA., 
ASA. 


114 


Veekly Notes 


The Institutes Examina- 
tions — The Society’s Ex- 
aminations — Absorption 
Scheme Rejected ~ Endorse~ 
ment Bill Published — 
Liquidator not liable for 
Indian Tax —’Town Planning 
Muddle — Prosecution of 
Auditor ~ Attack on Capital 
Issues Control — Representa- 
tions on the Budget — 
Town and Country Plan: 
ning Act, 1954 120 


'inance and Commerce 


Crown Zellerbach Corpora- 
tion ~ Houlder Line Ltd — 
London & Overseas Freight- 
ers Ltd — Money Market 123 


yorrespondence 


Bank Charges — Farm Audit 
~ Investigations for Purchase 
— Registrar of Companies: 
Photostats — Professional 
Salaries ~ Obviating Cheque 
Endorsement — Directors’ 
Benefits in Kind 125 


Zanchester Society of 
ihartered Accountants 


Annual Dinner 127 
nland Revenue: Extra 
itatutory Concessions 128 
totes and Notices 128 


be Institute of Chartered 
.ccountants in England and 
Vales 


Results of the Examinations 

held in November 1954 131 
“he Society of Incorporated 
.ccountants 


Results of the Examinations 
held in November 1954 138 


.. 


ESTABLISHED 1874 
VOL. CXXXII. NO. 4180 


INLAND REVENUE REPORT 


WEEK ago the ninety-seventh annual report of the 

Commissioners of Inland Revenue was published as a 

Blue Book 1 It covers the year ended March 31st, 1954, 
and its 135 pages are as usual packed with interesting information, 
statistical and otherwise. The year 1953-54 was hardly a year of 
records, at least apart from the back duty drive, the figures of 
which have already been reported in our issue of December 11th, 
1954. The total net receipt, at nearly £2,324 million, was below 
the figures for both 1952-53 and 1951-52, notwithstanding the 
fact that 1953-54 was the first full year of collection of the much- 
heralded excess profits levy. | 

The biggest fall is in profits tax, the rates of which were reduced 
when the levy began. The yield of profits tax fell from £380 
million to £195 million, while only £66 million of levy was 
collected. As profits tax for periods after 1951 is no longer 
deductible for income tax purposes, it is possible that the 1954-55 
collection of income tax will be higher. Death duties recovered 
somewhat after the 1952-53 trough, but apart from that year, were 
still the lowest since 1946-47, notwithstanding the deaths of no 
less than thirteen millionaires. 

The income tax has been remarkably buoyant. The reduction 
of 6d in the standard and reduced rates in 1953-54 is estimated 
to have cost £117 million in that year but the total net receipt fell 
by only £35 million. One reason for the increased incomes is no 
no doubt the disallowance of profits tax as a deduction, which 
did not come into full operation until 1953-54. 

Apart from death duties, the only tax which showed an appre- 
ciable increase was the stamp duties, which rose from £51 million 
to {£57 million. This no doubt is an indication of the creeping 
inflation which is going on, for stamp duties are largely based on 
values. Land tax rose slightly, surprisingly enough, although over 
£1 million was also taken in redemptions. It will be a considerable 
time before this antique tax finally disappears. 

In addition to the 1953-54 collection figures, the report contains 
the usual wealth of detail, principally compiled from the statistics 
for earlier years as there is naturally a considerable time lag 
before ali the information can be collated. The gross income 
assessed in 1952-53 was £13,953 million, as against £13,060 
million in the preceding year. The deductions for losses rose 
from £72 million to £142 million, and those for interest and 
expenses from {490 million to £514 million. The allowancese 
in terms of tax, for double taxation relief, fell from £80 million 
to £75 million. This does not include the allowance in réspect 
of Republic of Ireland tax. The average effective rate of tax 


1 Cmd. 9351. H.M.S.O. ss net. 
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levied on each pound of income was 35:4d in 
1952-53, as against 37°8d in 1951-52. There 
will be a further sharp fall for 1953-54 as a 
result of the drop in standard and reduced rates. 
It is provisionally estimated at 33-4d. There is 
also a provisional estimate of gross income 
assessed in 1953-54, namely, £14,542 million. 

Analyses of Schedule D assessments on profits 
in various trade groups provide much interesting 
information. The decline in the number of 
individuals in professional practice about which 
so much is spoken, is not borne out by these 
figures. In 1951-52, 151,384 assessments were 
made on individuals and partnerships, whosé 
‘net true income’ from profits was £176 million. 
In 1952-53 there were 151,882 assessments, the 
total ‘net true income’ from profits having risen 
to £187 million. 

On the previous occasion, when the standard 
rate of tax was reduced by sixpence, the top rate 
of surtax was increased by the same amount so 
as to secure that the top combined rate stayed 
at ros 6d in the £. It was not done in 1953, so that 
the effective rate on large incomes was in general 
reduced by sixpence. This is borne out by tables 
showing the effective combined rates on specimen 
incomes of £2,000 and above. Thus on an invest- 
ment income of {100,000 received by a single 
person, the effective rate fell from 18s 104d to 
18s 44d, so that he was in pocket by some 
£2,500, his net income going up from £5,572 
to £8,169. The number of people in 1952-53 
with net incomes over {6,000 was only 35, but 
this number should show a sharp increase in 
1953-54. The number of persons with gross 
incomes exceeding £100,000 in 1952-53 was 37. 

Excess profits tax is still with us, notwith- 
standing that it ceased to be chargeable for 
periods after 1946. No less than 2,339 assess- 
ments were raised in 1953-54, on profits of over 
£14 million. Gross refunds during the same year 
were “£13 million, less £6 million income tax. 
Excess profits levy produced 13,284 assessments 
in 1953-54, with net tax charged of £89 million, 
as against 2,842 assessments in 1952-53 producing 
£10 million. 

e The estates which became liable to British 
estate duty in 1953-54 numbered 64,102 in 
England and Wales, and 7,408 in Scotland. 
These figures may be compared with the number 
of English grants of representation in the calendar 
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year 1953 of 232,289. It will be seen that only a 
fraction of the estates for which representation 
has to be taken out attracted estate duty. More- 
over, of the 71,510 estates which did attract 
duty, no less than 55,000 did not exceed {10,000, 
so that they paid a maximum rate of 4 per cent. 
The exemption limit has now been raised from 


£2,000 to £3,000 but it seems that a further 


increase might well be made, without much 
damage to the Revenue, but with a great saving 
in administration costs. 

The stamp duty statistics show a total of some 
£800,000 ad valorem duty on voluntary convey- 
ances, representing some {40 million worth of- 
property given away. The settlement duty pro- 
duced £43,051, which represented property 
settled worth another £17 million. It is a matter 
for speculation how much of this generosity is 
prompted by thoughts of income tax, surtax 
and estate duty. The wholesale abolition of a 
number of the stamp duties by the Finance 
Act, 1949, has had remarkably little effect on 
the total yield, which demonstrates the wisdom 
of getting rid of the more recondite survivals of 
an excessively stamp-conscious age. Apart from 
stamp duties proper, there are fee and patent 
stamps collected for other departments. ‘These 
bring in a steady £3 million-odd a year. 

There was a sharp rise in 1953-54 in criminal 
prosecutions for tax frauds and false claims, 
there being 50 as against 32 last year. How- 
ever, two of the 50 were unsuccessful. These 
figures do not include P.A.Y.E. frauds which 
showed a smaller increase. ‘There was only one 
prosecution for assault on a collector, which 
shows that this occupation, is not so hazardous as 
might have been imagined. 

During 1953-54, 21 Inspectors of Taxes com- 
pleted their three-year training course and passed 
the Final examination; 91 completed the first 
stage and passed the Preliminary examination. 
Advanced courses were attended by 411 qualified 
Inspectors. Two colonial officers were seconded 
to the Inland Revenue to take the full training 
course for Inspectors. 

Two new extra-statutory concessions — repro- 
duced on another page in this issue — are includ- 
ed in an appendix to the report. Finally, it iş 
encouraging to hear that the report of the Com- 
mittee on the Taxation Treatment of Provisions 


‘for Retirement is now ‘being considered in detail’. 
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“ACCOUNTANTS AND PROSPECTUSES | 


by PETER WHITWORTH 


subject of stringent statutory regulations, 

which necessitate the employment of a 
qualified accountant. His role is not only ex- 
tremely important but brings him very much 
into the limelight. Moreover, the limelight may 
be turned on a second time if, as unhappily 
sometimes happens, the company subsequently 
fails and a feverish hunt for scapegoats brings 
' the prospectus once more undersearching scrutiny. 
| Shares are much more attractive to the 
investor if they can be disposed of on a stock 
exchange. To ensure this, a prospectus has also to 
comply with stock exchange regulations and 
these, too, require the employment of a qualified 
accountant. 


Hä invitations to buy shares are the 


Statutory and Stock Exchange Requirements 


The two sets of requirements are not the same. 
Those in the Companies Act, 1948, are, broadly 
speaking, directed as a matter of public policy 
to the protection of the investor from dishonesty 
and carelessness. 

The ultimate aim of stock exchange require- 
ments may be said to be the preservation and 
. enhancement of the attractiveness of stock 
exchange securities as a form of investment. In 
achieving that aim, the protection of the investor 
from avoidable loss naturally plays the principal 
role, but other matters are also dealt with. In 
‘general then, stock exchange requirements are 
more extensive (but more flexible) than the 
statutory ones. 

_ It ts possible in certain circumstances to obtain 

a certificate of exemption from a stock exchange, 
in which case a prospectus which complies with 
the stock exchange requirements is deemed to 
satisfy the statutory ones as well (Companies Act, 
1948, Section 39). 


Accountants’ Report 


The Companies Act, 1948, requires a prospectus 
to contain, among other things, a report ‘by the 
auditors of the company’ with respect to: 

(a) SC and losses and assets and liabilities; 


x (b) i of classes of shares and the 
dividends paid on them. 

This article is concerned only with (a): for 

(b) is usually straightforward enough. The profits 

and losses must be shown for the last five 


.. 
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financial years; the assets and liabilities as at the 
date of the last balance sheet. 

Requirement (a) contemplates an existing f 
business already carried on by the company. The 
company may, however, be raising money for the 
purpose of acquiring a business carried on by a 
third party, or for the purpose of acquiring a 
controlling interest in another company carrying 
on the business. In each of these cases there must 
be a report ‘made by accountants’ on the lines of 
(a) above. The ‘accountant’ must have the same 
qualifications as a company auditor. 


Adjustments. of Profits and Notes therein 


. The Act gives little guidance on the compilation of 
. the report. Paragraph 29 of Part III of the 


Fourth Schedule, by implication, requires that it 


should have close regard to the purposes for `. 


which it is intended, namely, to give informa- 
tion about the past in such a way as to aid the 
potential investor to come to a reasoned conclu- 
sion about the company’s prospects in the future. 
Paragraph 29 is as follows: 

‘29. Any report required by Part II of this 
schedule shall either indicate by way of note any 
adjustments as respects the figures of any profits 
or losses or assets and liabilities dealt with by the 
report which appear to the persons making the 
report necessary or shall make those adjustments 
and indicate that adjustments have been made.’ 
If the accountant’s reasons for the adjustments 

are not given in the prospectus, a statement of 
those reasons, signed by him, must be lodged with 
the Registrar of Companies before the prospectus 
is issued (Section 41 (1)). 

Paragraph 29, which stems from paragraph 
32 (b) of the Cohen Report, is at once a compli- 
ment to the accountancy profession and a chal- 
lenge. The accountant receives a carte blanche, 
but he must be vigilant to protect the potential 
investor. It need hardly be said that he must not 
make any statement which is ‘misleading, false, 
or deceptive’, for if he does and does it ‘recklessly’ 
he may contravene Section 12 (1) of the Pre- 
vention of Fraud (Investments) Act, 1939, for 
which the maximum penalty is seven year? 
imprisonment, 


London Stock Exchange Requirements 


Where application is being made for a quotation 
on the London Stock Exchange, the prospectus 
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must contain a report “by the auditors of the 
company or qualified accountants’ with respect to 
profits and losses. The report must cover ten 
years, as compared with the statutory five, but in 
appropriate cases less than ten years may be 
accepted. The Stock Exchange recognizes that 
there may be circumstances in which a statement 
of the profits in earlier years could be mis- 
leading rather than helpful. 
The accountant’s report of profits must also 
include: 
‘a statement of the aggregate emoluments paid to 
. the directors by the company during the last 
period for which the accounts have been made up 
and the amount (if any) by which such emoluments 
would differ from the amounts payable under the 
arrangements in force at the date of the prospectus’. 
It is further required that: 
‘a written statement signed by the auditors or 
accountants setting out the adjustments made in 
the report on the profits and giving the reasons 
therefor’ 
shall be made, submitted to the Share and Loan 
Department of the London Stock Exchange, and 
also made available for inspection by the public. 
This last requirement corresponds to that in 
paragraph 29 of the Fourth Schedule. In neither 
case need the statement of reasons appear in 
the prospectus itself. The Companies Act re- 
quires the fact of adjustments to be indicated 
in the prospectus, but not apparently the amounts 
of the adjustments. 


Stock Exchange Memorandum 


The Legislature maintains a sphinx-like silence 
as to the interpretation of paragraph 29 of its 
requirements in relation to accountants’ reports, 
except for what can be gleaned from the provisions 
relating to annual company accounts. The London 
Stock Exchange on the other hand issued a 
memorandum in 1954 (replacing a similar one 
issued in 1948) making suggestions as to how 
accountants might comply with stock exchange 
requirements, and covering some of the points 
which frequently give rise to doubts. The 
memorandum concerns itself principally with the 
make-up of the ‘written statement’. 


The Written Statement 


The memorandum suggests the division of the 
‘Written statement’ into two sections. Section’ A 
will begin with the net increase or decrease in the 
balance of the profit and loss account as shown 
by the balance sheets at the beginning and end of 
each financial period. To this will be ‘added 
back’: ; 
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(i) the items which in published accounts the 
Act requires to be shown separately, e.g. 
directors’ emoluments (but excluding bene- 

, fits in kind for a period to which the Act 
did not apply) and depreciation; 

(ii) interest charges other than on debentures 

or fixed loans; and 

(iii) material revenue items which have been 

dealt with otherwise than through the 
profit and loss account. 

Section B will commence with the final figure 
of profit and loss shown in Section A for each 
year and will then show in detail (and with 
reasons) the adjustments made to that figure in 
arriving at the profits or losses shown in the 
accountants’ formal report. 

When the draft written statement is submitted 
to the Share and Loan Department of the Stock 
Exchange, it will be accompanied by a letter 
from the accountants confirming that all adjust- 
ments have been made (in respect of each year) 
which are appropriate for the purposes for which 
the accountants are making their report, and 
that no other adjustments have been made. 

It need hardly be said that presentation of 
profits in columnar form helps the reader. 


Depreciation 


The 1954 memorandum of the London Stock 
Exchange makes suggestions as to the treatment 


of depreciation, amortisation and diminution in ` 


value where these are material. Section A of the 
‘written statement’ should distinguish deprecia- 
tion which attracts tax allowance from that which 
does not. At the same time the corresponding 
actual tax allowances should be set out. The 
memorandum leaves it to the accountant to 
choose the allowance most appropriate, i.e. 
income tax or profits tax. Of course, since 1947 
one has been largely geared to the other, so that 
over a period of years they are the same. 

For complicated cases a schedule in columnar 
form is suggested, covering depreciation added 
back under Section A and any additional deduc- 
tions made in Section B. 

These are details. The memorandum also 
suggests that the reporting accountants shall 
write to the Share and Loan Department a letter 
confirming that they have satisfied themselves 
that the depreciation deducted in arriving at 
adjusted profits, considered in conjunction with 
any qualifications or notes in the report, is 
adequate and proper for the purpose. In this 
connection regard is to be paid particularly to: 

(a) assets in respect of which the company 

has made-no depreciation provision; 
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(b) depreciation etc. which must be found out 

of taxed profits; and 

(c) the effect of any revaluation of assets either 

already in the accounts or to be incorpor- 
ated in them. 

Where adequate depreciation will exceed the 
tax allowance the effect on possible yield may be 
serious, for the balance will have to be provided 
out of taxed profits. Although it is not the 
accountant’s function to forecast the future, it is 
clearly his duty to see that the investor is not 
misled by a report of past profits, even where the 
report is true in itself. If the directors of the 
company insist on making optimistic forecasts in 
the prospectus which do not allow for adequate 
depreciation, the accountant will be most unwise 
to allow his name to be associated with it. 


Taxation 
The investor knows that the State will certainly 
be the senior partner in the business, taking a 
lion’s share of the profit and requiring that, for the 
purpose of calculating its share, the profit shall be 
computed on a special and highly complex basis. 
Moreover, rates of tax are constantly changing. 

Therefore, notwithstanding the existence of 
legal authority for the proposition that ‘profit’ in a 
commercial document means what is left after 
deducting, e.g. profits tax, it is manifest that the 
prospectus will be more informative if it shows 
the profit before deduction of any United King- 
dom direct taxation. This is, in fact, the general 
practice. The charge for tax can be shown 
separately if desired, but may in itself be mis- 
leading. 

In recent prospectuses of denationalized steel 
shares the subject of taxation as affecting profits 
has been dealt with, not in the accountant’s 
report, but in the part headed ‘Profits, prospects 
and dividends’, i.e. in that part of the prospectus 
containing the directors’ forecast of the future. 
The estimated gross profit is given, with income 
tax at os and profits tax at 24 per cent as a deduc- 
tion. Then the cost of proposed future dividends 
is shown net of income tax but gross of the 
additional profits tax of 20 per cent which 
distributions attract. The investor can come to 
his own conclusions as to whether present 
taxation 1s likely to change, and in what direction. 


Potential Distribution Charge 
The 1954 memorandum of the London Stock 
Exchange has in general little to say about 
taxation, but it does contain the following 
paragraph: 
"(roi In appropriate cases the accountants’ 
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report should deal with the “contingent” liability 

arising from profits tax non-distribution relief.’ 
Every company which has received no 
distribution relief is potentially liable to a dis- 
tribution charge made to recover the relief, 
should future distributions exceed future profits. 
The amount of the charge is highly problematic. 
Most prospectuses are issued on the basis that 
future profits will amply cover proposed future 
dividends. Nevertheless, even in those cases, it is 
the practice to append, as a note to the statement 
of assets and liabilities, an indication that the 
company has received non-distribution relief 
which is liable to be withdrawn. ‘This apparently 
satisfies the London Stock Exchange. . 

There is something to be said for showing the 


total amount of such relief, since that will at any 


rate be the maximum potential charge, but, as 
stated in Recommendation XVI of the Institute 
‘care must be taken to ensure that it will not be 
misleading having regard to the relationship 
between that amount and the amount of reserves’. 
This vague shadow which now hangs over the 
heads of most companies, without being even a 
contingent liability, has been given a certain 
amount of body by the Finance Act, 1954, 
Section 30 (3), which requires the Inland Revenue 
to have regard to it in share valuations under the ` 
Finance Act, 1940, Section 55. True, the ordinary 
investor is not much interested in break-up 
values and Section 55 concerns only assets, but 
since the Legislature has seen fit to require 
quantitative statements of assets and liabilities in 
prospectuses, it would seem logical to quantify, 
as far as possible, the weight of a potential 
distribution charge. 


Conclusion 


Only a few of the topics which give rise to 
difficulty in the preparation of prospectus reports 
have been touched on in this article. Every case is 
peculiar to itself and an attempt by the Legisla- 
ture to impose rigid rules-in place of the account- 
ant’s present wide discretion might well do more 
harm than good. 

Nevertheless, from the point of view of the 
investor, who is, of course, the intended bene- 
ficiary of the accountant’s efforts, it is clearly 
helpful to have as much uniformity as is reason- 
ably possible. Investors usually invest more than 
once, while a growing proportion of new issues4s 
taken up by professional investors, who are 
studying prospectuses almost daily. Their task 
will be vastly simplified if, with every new 
prospectus, they know at once what to look for, 
and where to find it. 
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SCHEMES 


AIMS AND ACHIEVEMENTS 


| by R. W. ABBOTT, F.1.A., A.S.A. 
(Bacon & Woodrow, Consulting Actuaries, London) 


In the first part of this article the author examines pension schemes from a broad 

humane standpoint. He considers the aims of various types of schemes and tries to 

assess the contribution of occupational pension schemes to the problem of the 

welfare of the fature pensionable population. He then deals with some current diffi- 

culties of pension schemes and concludes with a description of a pension fund 

suitable for adoption by a professional body either for its own members, or for the 
employees of firms engaged in the profession. 


. Size of Funds 

OR the last seventeen years I have been devoting 

a good proportion of my waking hours to 

pension schemes of one type or another. 
- Seventeen years is a short 
time in the life of a pension fund 
— a fact that is not always appre- 
ciated by those who think that 
the actuary’s main concern is to 
build up large unnecessary re- 
serves to meet improbable con- 
tingencies — but the last seven- 
teen years are remarkable for the 
tremendous growth in the num- 
ber and the amount of assets of 
pension schemes of every 
description. 

‘Today, the accumulated funds 
of privately-administered 
schemes, including local govern- 
ment superannuation schemes 
and schemes for nationalized 
industries, amount to over {1,200 
million. If you add the funds 
held by life offices in respect of 
pension schemes, you will find 
that the total assets of pension 
schemes today exceed [1,700 
million. This figure is larger than 
the amount of the total funds of 
all life offices in the United King- 
dom in respect of ordinary branch life and annuity 
business, excluding pension schemes. 

These figures clearly show that we are confronted 
with a vast pension movement in this country — a 
movement that has grown up almost overnight, the 
importance of which has only recently become 
apparent to the Government. 

Until the appointment of the Phillips Committee 
im July 1953, the main interest of the Government in 
pension schemes appeared to lie in the taxation aspect 
and the lines of development of pension schemes have 
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been almost completely regulated by Her Majesty's 


Commissioners of Taxes. The taxation concessions 


granted to pension schemes cost the Treasury about 
£100 million a year, which is more than the whole 
cost which will fall upon 
the Exchequer in 1955-56 of 
the improved benefits under the 
National Insurance Act, 1954. 
These figures indicate the 
fiscal importance - of pension 
schemes, but their significance 
goes far beyond this aspect. I 
think it is worth while directing 
your attention to some of the 
deeper implications of the pen- 
sion movement because in a 
complex matter such as this, it 
is all too easy to concentrate on 
means and to overlook ends. 


The Purpose of 
Pension Schemes 
Our controversies on means 
seem to be endless. Endowment 
assurance schemes versus group 
life and pension schemes; con- 
tributory ‘schemes versus non- 
contributory schemes; ‘final 
salary’ schemes versus ‘average 
salary’ schemes; lump-sum bene- 
fits versus pension benefits; 
transferability of pension rights versus non-transfer- 
ability; and most acute of all, self-administered funds 
versus life assurance schemes — all these alternatives 
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are being hotly debated today with varying degrees of 


objectivity. Many of the arguments on these issues 


_spring fundamentally from a conflict of aims, that is 


to say, from differing views as to the main object of 
a pension scheme. 


* 


Parliament has expressly laid it down — you will | 


find it in Section 379 of the Income Tax Act, 1952 — 


i 


` 


that the main purpose of an approved pension fund Eé 


should be to provide pensions for those no longer able 
to work, either on account of age or on account of 
ill-health, and pensions for widows, orphans, or, 
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dependants of employees. I agree with this state- 
ment of financial aims. Indeed, I think it wholly 

. admirable. 

— However, the executive branch of government, in 
this case the Inland Revenue, may be said to have 
developed a “double-think’ or schizophrenia on this 
issue and whilst it agrees that certain pension 
schemes ought to satisfy the aims just mentioned, it 
considers that the main object of certain other 
pension schemes may be much narrower. The pur- 
pose of this other class of pension scheme is con- 
ceived to be the furtherance of the business interests 
of individual employers. If an employer can show 
that a contribution to a pension scheme was wholly 
and exclusively expended for the purpose of his trade 
or profession, it is allowed as an expense for tax pur- 

_ poses and all annual contributions to schemes satis- 

T fying the requirements of Section 388 of the Income 
Tax Act, 1952, are so allowed. 

_ For a variety of reasons it has become in recent 
years a very good business proposition for an 
employer to establish a pension scheme for some or 
all of his employees. For one thing, an era of full 


employment has made employers anxious to attract . 


and retain adequate and efficient staffs. A pension 
scheme is a useful instrument for these purposes as 
it enables an employer to recruit an employee, to 
retain the employee and to retire the employee. 
Apart from this, the State, as I have said, makes a 
handsome contribution towards the cost of the scheme 
since contributions of employees’ and employer 
count as expenses for tax purposes, and the interest 
income of the fund is tax-free. 

Ë But, of course, an employer does not regard a 
pension scheme simply as a business proposition. He 
is genuinely concerned, in most instances, with the 
welfare of his employees, and a pension scheme 
enables him to meet his moral obligations without 
undue financial or personal embarrassment. His 
motives will therefore be mixed. He will be anxious 
to promote the good of his business and he will wish 
to reduce his tax liabilities. On the other hand, he 

_ will wish to seek the welfare of his staff and these aims 
may not always be reconcilable. 

I believe that if we want pension schemes to work 
to the public good we should keep continually in 

K mind the larger view of the real objectives of a 
pension scheme. This larger view comprehends the 

_nature of a pension scheme to be not unlike that of 
a charity under which the end sought is the caring 
for widows and orphans and the support of employees 
in their old age. 

I think this is particularly important because it is 
becoming increasingly evident that in this country 
the most pressing social problem of the second half 
of this century will be the care of the aged and the 

idowed. Over the next twenty-five years the number 

SE men and women over the age of 65 and 60 respect- 
ively is likely to grow by about 50 per cent. On the 
other hand, the working population is likely to remain 
more or less unchanged. 
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. Social Implications of Pension Schemes 
Prof. Arnold Toynbee, in his Study of History, 


regards successive civilizations as being presented 
with a series of challenges and he assesses the pro- 
gress of a civilization by reference to its response to 
these challenges. Future historians may regard the 
growth of the pension movement in these latter years 
as being in itself a partly unconscious response our 
society is making to the challenge presented to it by 
the increasing proportion of aged and widowed. On 
this view our first question must be ‘Is the response 
adequate? That is to say, is the development of 
pension schemes fulfilling the objective of alleviating 
the social problem of the aged. 

It is, of course, obvious that to provide money 
pensions for those unable to work does not, of itself, 
secure their maintenance on an adequate standard of 
living. That standard of living depends on the efforts 
of the employed population as a whole. A community 
which considers that a disproportionate amount of 
goods and services is being claimed by the aged and 
widowed can attempt to use fiscal and other measures 
to remedy the situation. A social clash of this nature 
ought to be avoided at all costs so that we may 
deduce as our second guiding principle that pension 
schemes, whilst adequate for the needs of the aged, 
should not put into their hands more purchasing 
power than the working population is likely to be 
prepared to tolerate. 

Now the State scheme of national insurance is 
intended to provide, as of right, a pension on retire- 
ment adequate to meet basic needs. In addition, an 
employer’s superannuation scheme may provide, 
subject to certain conditions as to length of service, 
a pension up to two-thirds of retiring salary with an 
increase to three-quarters if retirement is deferred for 
five years beyond normal pension age. The Inland 
Revenue authorities will permit 25 per cent of these 
benefits to be commuted and to be paid in the form 
of a tax-free capital sum. 

At present, about seven million employees alto- 
gether are included in statutory superannuation 
schemes, privately-administered schemes and life 
office schemes. This represents about one-third of 
the total population who are gainfully occupied. Of 
the seven million, there are perhaps 15,000 individuals 
covered under schemes for the benefit of top execu- 
tives, commonly known as ‘top hat schemes’. ‘These 
schemes generally provide retirement benefits up to 
the maximum permitted by the Inland Revenue 
authorities and with the maximum proportion 
payable in tax-free lump-sum form. 

Schemes for public servants and employees of 
nationalized industries, who number about four 
million, provide superannuation benefits on a 
roughly similar scale, except that where lump-sum® 
benefits are payable they are usually reduced below 
the permitted 25 per cent of total benefits in order 
that widows’ benefits may be paid in lieu. Further- 


1 Study of History. Vols. I-X, by Arnold J. Toynbee. 
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more, the pension benefits are reduced for all new- 
comers to public services since 1948 to take account 
of the pension payable by the State. 

About one and half million employees in private 
enterprise are covered by internally-administered 
schemes and about the same number by life office 
schemes. The latter type of scheme is usually 
established on an ‘average salary’ basis and not on a 
‘final salary’ basis and hence provides retirement 
benefits less favourable than those of public servants, 
and less favourable than those for many members of 
privately administered schemes. 

Most of the members of privately TE 
schemes and life office schemes are clerical, technical, 
and administrative employees, and for those manual 
workers included, the benefits are generally on a much 
more modest scale than for office staff. Similarly, the 
mine-workers’ scheme — which I included in my 
reference to schemes for public servants and which 
covers about 600,000 mine-workers — provides a flat 
pension of 30s per week after forty-five years’ service. 


Spread of Pension Provision 


We can therefore summarize existing pension rights 
by classifying members in three broad categories, to 
wit: top hats, bowler hats, and cloth caps. Some of 
the bowler hats are better off than others, whilst the 
cloth caps represent a small proportion of the sec- 
tion of the community from which their members 
come. 

Finally, we have those not permitted to wear hats 
at all. ‘This class comprises controlling directors, 
shopkeepers, street traders, musicians, ballet dancers 
and other indigent members of the self-employed 
class such as you and me. 

The broad picture that emerges is that of an 
increasing stratification of the community, ranging 
from a class that may very well be better off in retire- 
ment to a class that will either need to work 
until death or will be required to exist on the State 
pension supplemented by national assistance. 
There is another section of the population that is 
often forgotten in these discussions, and that is 
the non-gainfully occupied class of widows and 
orphans. 

So long as conditions of full employment continue, 
widows whose husbands die in early life and who are 
not left with young children, can expect with some 
degree of confidence to be able to re-enter employ- 
ment and, apart from this, they may, of course, re- 
marry. As the National Insurance Act recognizes, it 
is, therefore, not essential to provide pensions for life 
in such cases. ‘There is, however, likely to be a large 
and growing number of widows over pension age, 
eand proper pension provision is as important for 
“them as it was for their husbands. 

Public superannuation schemes have attempted, 
with varying degrees of success, to meet the problem 
of providing for widows and 6rphans. There are, 
however, few self-administered funds for private 
employers which do more than allow the member an 
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option on retirement to exchange his pension for a 
smaller one on the life of his wife and himself. Life 
office schemes usually provide a capital sum on death 
in service which, to my mind, does not meet the real 
need for protection for children and for widows in 
their old age. 

This analysis leads to two conclusions: the first, 
that existing pension provision is partial and incom- 
plete; the second that it may be so unevenly spread 
over the retired population of the future as to create 
severe social stresses and strains. This will not be a 
happy result but, if it occurs, it will be primarily, I 
think, because of mistaken aims. 


The View of the Millard Tucker Committee 


I have already indicated in what respect I believe the 
aims of some pension schemes to be less socially 
desirable, but I do not think the matter ends with 
securing the right financial aims. The Millard Tucker 
Committee on the Taxation Treatment of Provisions 
for Retirement appears to regard a pension scheme 
as simply a vehicle for spreading an employee’s 
aggregate remuneration over his working and retire- 
ment years and over the life of his widow and 
dependent children after his death. 

In my view a pension scheme is, or should be, 
more than this. One has only to observe a group of 


a 


d 


trustees or a committee of management dealing with ` 


the administrative problems of a pension fund to 
realize that a pension scheme may make or mar good 
relations between employer and employees. As the 
chairman of the Association of Superannuation and 


Pension Funds has recently observed, a well Le 


constructed pension scheme can become an integra 
factor in promoting the happiness and efficiency ot 
the individual workers of all ranks, and conversely, 
one may add, a scheme with unwise provisions can 
result in infinite suspicion and hostility. 
Before I descend from the lofty altitude of general 
principles in which I may have already exhausted 
you, I should like to add a footnote to this discussion 
of aims. If we want pension schemes to work to the 
public good and to be a factor in social cohesion, we _ 
need, I think, to guard against the ever-present ten, ` 
dency to complexity. The regulations governing the 
National Health Service scheme and the 1953 Local 
Government Superannuation Scheme are a night- 
mare to anyone who has to study them and, if one 


y 


can have a nightmare without sleep, will certainly . 


induce sleeplessness in all who have to administer 
their provisions. I fear a similar situation may arise 
if the proposals of the Millard ‘Tucker Committee 
are ever implemented. 

I know, of course, that simplicity in these matters 
is very difficult to achieve but it seems to me that 
complexity generally arises from the desire to pre- 


serve equity to all members in all circumstances. Ins 
general, this is a commendable aim, but if we go so™ 


far as to render superannuation provision intelligible 
only to a highly-trained priesthood of administrators, 
may we not defeat the very aim we seek to realize? 
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SOME PRACTICAL PROBLEMS 


~Having dealt with aims, and having indicated my 
view as to what extent those aims are being achieved 
in the community as a whole, let me now deal with 
some of the questions which members of your 
profession are likely to meet in your ordinary daily 
practice. 

Many of you are, I suppose, interested in pension 
schemes not only as accountants'and auditors but 
also as partners in firms of accountants. The question 
of the proper kind of scheme for groups of firms 
engaged in a profession such as yours is a question 
with which you are no doubt especially concerned in 
your second capacity and I will deal with this 
question in a later paragraph. As accountants and 
auditors, I imagine that a large variety of questions 
come your way in regard to existing schemes and no 
doubt your advice is sought in regard to possible new 
schemes. 

Many of the present troubles of employers in 
regard to their existing schemes are the result of the 
abnormal rises in the levels of wages and salaries in 
recent years. Private funds and life office schemes 
are both affected, though in different ways, by this 
factor. You may, however, have met the problem 
more in the case of private funds, partly because 
private funds are greater in magnitude than life office 
schemes and partly because an employer should 
expect to, lean more heavily upon professional 
guidance if he administers his own scheme. 

‘Now private funds fall into three broad categories. 
There. are money~purchase schemes, under which 
` the pension is expressed as the amount bought by 
the contributions of employee and employer through- 
out service; there are average salary schemes, under 
which the pension is expressed 4s a certain proportion, 
perhaps 2 per cent, of average salary throughout 
service for each year of service; and there are final 
salary schemes where the pension basis is the salary 
over, say, the last five years of service. 


‘Rising Wage and Salary Levels 


In an ideal world — or at any rate an ideal world from 
some points of view ~ where the level of wages and 
_ salaries does not vary from year to year or even from 
generation to generation, a money-purchase private 
fund might provide reasonably satisfactory pensions. 
The tendency for wages and salaries to move steadily 
upward over a long period of years — a tendency which 
conditions of full employment naturally stimulate — 
frequently results in inadequate pensions on a money- 
purchase basis. The only satisfaction derived by the 
employer is that such a fund regularly produces 
surpluses on valuation. 

. You have probably met such funds and you have 
¿probably been asked how the employer ought to go 
about the task of improving the pension benefits. He 
can supplement the pension benefits out of revenue 
but this is a dangerous course because the outgo on 
supplementary pensions may soon become formidable, 
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whilst the lack of precise rules governing the amount 
of total pension often results in considerable 
inequities between one employee and another. . 

If the employer can afford to make capital sum 
payments into the fund to meet the cost of supple- 
mentary pensions, the burden of a rapidly increasing 
annual outgo is avoided and the payments so made 
will be allowed for income tax and profits tax in one 
year, provided the rules governing a ‘Hancock’ pay- 
ment are followed. However, the possibility of 
inequities between one employee and another 
remains, and it is probably better to amend the rules 
of the fund so that the pensions are geared directly 
to salaries in the years immediately preceding retire- 
ment, the employer’s contribution and the employee’s, 
if necessary, being increased to meet the additional 
liabilities. 

In times of rapid change in the levels of wages and 
salaries, the same trouble of inadequate pension 
afflicts average salary schemes and the answer, in the 
case of private funds, is to alter the pension basis to 
‘final salary’. 

Group life and pension schemes assured with life 
offices are generally geared to average salary through- 
out membership and are particularly vulnerable at 
the present time to the effects of changing salary 
levels because it is common to provide for past 
service before the commencement of the scheme at 
a less favourable rate than for future service. It would 
in general be unwise to amend these schemes to a 
final salary basis because the future cost on the basis 
of funding adopted by life offices would probably 
rise very steeply. The most economical way of 
redressing the situation is to establish a supple- ` 
mentary fund under which pensions from the life 
office scheme are augmented to the desired level. 
This may need to be on a non-contributory basis if 
employees are already paying substantial contribu- 
tions to the life office scheme. Otherwise a modest 
contribution can be obtained from the employee 
provided it is certain that he will always obtain some 
pension benefit from the supplementary fund. 

Private funds on a final salary basis are insulated 
from the problems arising from inadequate pensions 
but avoiding Scylla they are prone to fall into 
Charybdis. Many private funds under which pensions 
are linked to final salaries have an awkward habit of 
producing actuarial deficiencies every five years. 

Now fifty years ago, when the prospect of defici- 
encies was a cloud no bigger than a consulting 
actuary’s hand, the word ‘deficiency’ was coined to 
describe a state of affairs which in the actuary’s view 
rendered it desirable for the employer or the em-e 
ployees to increase their contributions to the fund, 
alternatively, to reduce the rate of pension henefit 
payable. In recent years the term ‘deficiency’ has 
acquired overtones of meaning which appear to strike 
terror into the hearts of all trustees attempting to 
read an actuary’s valuation report. 
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There is really no cause for alarm. An. insurance 
company will, as a matter of course, demand in- 
creased premiums to a pension scheme if salaries 
rise. A deficiency on a private fund is an indication 
that similar action must be taken although, since 
provision is usually made in advance for a reasonable 
increase in rates of salaries and wages, the actual 
percentage increase in contributions to a private fund 
if abnormal rises occur is likely to be markedly less 
than that under a life office scheme. 


For this reason, endowment assurance schemes on 
a final salary basis are less susceptible to treatment 
than private funds. If an employee entitled to a 
pension at age 65 of two-thirds of salary receives a 
salary increase at age 55, the additional premium 
required will be in the neighbourhood of 70 per cent 
of the increase. The only advice one can give to 
employers faced with this situation must follow Mr 
Punch’s advice in connection with marriage, ‘if 
about to give an increase in salary to an employee 
aged over, say, 50 — don’t’. This is cold comfort, but 
the alternative course of winding up the scheme and 
substituting an internal fund would properly be 
regarded as an irresponsible suggestion. 


I believe that in this matter of rising wage and 
salary levels a change of outlook is taking place. It 
would not, I think, be unfair to say that formerly an 
all-round increase in salaries or wages was regarded 
by those concerned with the formation of pension 
schemes as an act of God which could not be antici- 
pated at the inception of the scheme. Hence the 
troubles which subsequently afflicted schemes as the 
result of an alteration in levels of remuneration were 
treated with alarm and despair. The upheaval caused 
by efforts to place the superannuation benefits for 
teachers on to a solvent basis is a recent example in 
political history of this attitude. 


We know that those who are hot for certainties in 
this world are likely to receive a dusty answer. We 
cannot depend upon the certainty of a rising curve 
of salaries and wages, nor can we forecast the extent 
of the rises if they do occur, but we should at least 
plan our pension schemes on the assumption that 
rises in the levels of wages and salaries are more 
likely than not. This, to my mind, means that we 
should try to relate pension benefits to final wage or 
salary, rather than to average remuneration through- 
out service, even if we have to be content with a more 
modest rate of benefit per {100 of salary. 


In the second place we should, I think, assume that 
the national insurance retirement benefits are likely 
to be adjusted periodically in an upward direction, 
probably with increases in the employee’s and 
employer’s weekly contribution. Either directly or 
indirectly, therefore, our scheme should make 
allowance for the payment of a retirement pension 
from the State which will vary as the cost of sub- 
sistence varies. The Phillips Committee, in para- 
gtaph 241 of its report, says in this connection: 
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‘we consider, tkerefore, that superannuation schemes 


ought to take variations in the rate of national 4 


pension into account so as to ensure that the com- 
bined income from both sources does not at any 
time exceed a certain level’. 


Investment Problems 


An effect of rising wage levels on those of us con- 
cerned professionally with pension schemes is that 
they keep us all extremely busy — which perhaps is 
the ultimate aim of an inflationary economy. But 
other problems also exercise our minds, from time 
to time and increasingly since 1947 we have been 
concerned with the problems of investment, having 
then first met in practice the effects on pension 
schemes of monetary management. 


Now if the scheme is placed with a life office, the 
responsibilities of investment are automatically taken 
out of the trustees’ hands and they are then free to 
devote their time and attention to the problems of 
administration which are very much the same, 
whether the scheme is privately administered or not. 
If the scheme is an internal one, the trustees must, 
of course, set up arrangements for making and 
reviewing investments and a sound investment policy 
will, literally, pay handsome dividends. 


But however sound their investment policy, the 
market values of the investments will fluctuate from 
time to time and one occasionally meets trustees or 
even auditors who are disturbed because depreciation 
has occurred in <he values of the investments since 
they were purchased. If the depreciation is merely 
the reflection, as it usually is, of a rise in interest 
rates, the event should be the occasion of rejoicing 
rather than sorrow because the immediate effect, so 
long as the fund is increasing in amount, is that the 
yield on the fund will increase. Since a pension fund 
will not normally realize securities except for the 
purpose of more remunerative investment, periodic 
fluctuation in investment values will not, of itself, 
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lead either to profit or loss and the trustees will ` 


primarily concern themselves with obtaining the 
maximum yield consistent with security. 


Another investment problem which is occasionally X 


the subject of furious debate, and on which I know 
some accountants hold strong views, is the question 
of investment in the employer’s own business. Doubt- 
less it is preferable that security for an employee’s 
accrued pension rights should not depend upon the 
prosperity of his employer and, in general, it is wise 
to limit the fund’s holding of shares in the employer 
company to a small proportion of the whole. Occasion» 
ally, however, it happens that a company cannot con- 


template the establishment of a fund at all unless it is, 
able to employ part at least of the capital of the funds 


in its own business. In these circumstances we should, 
I think, take the view that a fund with part of its 
assets invested with the employer is better than no. 
fund at all. D 
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Director-controlled Private Companies 
The special position of a director-controlled private 


» company is also worthy of notice. As you know, on 


~~ 


the death of a controlling shareholder of a private 
company, the value of the shares is assessed for estate 
duty purposes on an ‘assets’ basis under the pro- 
visions of Section 55 of the Finance Act, 1940, as 
modified by Sections 28-31 of the 1954 Finance Act. 
If such a private company has reserves available for 
establishing a pension scheme, the money can be 
invested in the trustees of a pension fund who can 
then use the money to purchase, at a fair market 
price, sufficient shares in the company to relieve a 
controlling shareholder of his majority holding. To 
the extent that shares are purchased from a control- 
ling shareholder, his or her estate at death will be 
reduced by the difference between the sum represent- 
ing the market value at which the shares were pur- 
chased and their value under the Finance Acts I have 
quoted and money is made available to meet estate 
duty. Provided the sale reduces the personal holding to 
the extent that the shareholder no longer has a control- 
ling interest, the remainder of-his or her holding 
escapes the provisions of Section 55 if he or she sur- 
vives for five years from the date of the transaction. 


Schemes for the Profession 

It is, of course, the smaller employers who find it 
necessary for one reason or another to invest part of 
the income of the pension fund in their own organ- 
ization. On the other hand, one often feels that it 
would be very much to the advantage of such firms 
and of their employees that they should join with 
other similar organizations to form a common pension 
fund. It is at this point that we stumble on the 
problem of pension arrangements for practising 
members of the accountancy profession and for their 
employees, because most firms of practising account- 
ants employ a relatively small number of staff. 

At the moment, the Inland Revenue authorities 
steadily refuse to sanction pension arrangements for 
self-employed persons and we must await the day 
when the proposals of the Millard Tucker Committee 
are implemented in one form or another before we 
can ourselves look forward to peace and security in 
our declining years. 


e If you have studied the Millard Tucker report,? it 


`x 


will not have escaped you that both the majority and 
minority members accepted the case for superannua- 
tion funds covering members of the professions. It 
was contemplated that these superannuation funds 
would be very similar in operation to a 1921 Act 
trustee fund for employees. The principle of tax-free 
superannuation funds for professional persons has 
therefore been accepted by all members of the 
committee and it is now for the Chancellor to find 
enough money to permit these recommendations to 

e carried out. The alteration of a few words in 
Section 32 of the 1921 Finance Act (now Section 379 
of the 1952 Income Tax Act) would probably suffice 
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to give practical expression to the Chancellor’s 
approval of superannuation arrangements for all 
self-employed persons and controlling directors. 

So far as employees of professional firms are con- 
cerned, they can here and now be catered for by a 
scheme for the individual firm or for the profession 
as a whole. As I have said, I feel that there are many 
advantages in a group pension fund for the profession. 
In the first place, a small firm can obtain the benefits 
of a pooling of risks and can participate in the profits 
of skilful investment. It will not be required to 
bother with all the multifarious details precedent to 
the establishment of the fund and the scheme can be 
designed to meet the needs of the profession as a 
whole. It follows that the expense of establishing and 
administering a common fund should be substantially 
lower than the relative costs of separate funds. 

For the employee the arrangement would have many 
advantages. As long as he remains in the profession 
he could claim full transferability of pension rights, 
and if he becomes a partner in his own firm or in 
another firm of accountants he could continue in 
membership for the pension benefits accrued up to 
the date of ceasing to be an employee. 

Inevitably, in any scheme covering a whole pro- 
fession, the provisions dealing with benefits and 
contributions need to be simple and uniform. A 
contribution of 5 per cent of salaries on each side can 
be regarded as reasonable, part of which, if desired, 
can be set aside to secure temporary life assurance 
cover of, say, one year’s salary. The balance of the joint 
contribution could then be applied to purchase pension 
benefits of a prescribed amount dependent upon the 
age of the employee. The form of scheme is thus a 
‘money-purchase’ type and whilst such a scheme will 
provide an adequate pension for certain employees, 
it must be recognized that the pensions may be 
insufficient for those employees whose remuneration 
rises substantially over the course of service. This 
can be remedied by permitting the employer and the 
employee to pay into the fund additional contribu- 
tions to augment pensions. 

Several schemes of this nature are in existence 
covering such groups as solicitors’ clerks, Merchant 
Navy officers, stock exchange clerks and social 
workers. I hope you will agree that they conform to 
most of my criteria of a good scheme as defined in 
the earlier part of this address. 

This reminder of where I began makes me feel 
rather like the fairy in the Midsummer Night’s Dream 
who sings: 

- ‘Over hill, over dale 
I do wander everywhere.’ 

In this same song referring to Queen Titania she 
observes: 

“The cowslips tall her pensioners be.’ S 
What an easy time we should have if we lived in the 
world of the Midsummer Night’s Dream! Our pen- 
sioners are all too evidently creatures of flesh and 
blood and, as a result, the problems with which we 
are concerned are essentially human and mundane. 


1:20 


20 THE. ACCOUNTANT 


January 29th, 1955 


WEEKLY NOTES 


The Institute’s Examinations 


In the examinations of The Institute of Chartered 
Accountants in England and Wales held last Novem- 
ber, there were 893 candidates for the Final of whom 
42" (47 per cent) passed and 472 failed. In the May 
1954 examination 43 per cent passed. 

The First Certificate of Merit, the Institute Prize, 
the W. B. Peat Medal and Prize, and the Plender 
Prizes for the Taxation and English Law (Part IT) 
papers were awarded to Mr John Raymond Baker, of 
London. 

The Second Certificate of Merit, the Walter Knox 
Scholarship, the William Quilter Prize, and the 
Plender Prizes for the Advanced Accounting (Part D), 
the Auditing and the General Financial Knowledge 
and Cost Accounting papers were awarded to Mr 
David John Nicholas Tschaikowsky, of London, and 
the Third Certificate of Merit to Mr Timothy 
Cummings Davis, of Plymouth. 

In the Intermediate examination there were 1,001 
candidates, of whom 484 (48:4 per cent) passed 
and 517 failed; in May 1954, 49°8 per cent passed. 

The First Certificate of Merit, the Institute Prize, 
the Frederick Whinney Prize, and the Plender 
Prizes for the Book-keeping and Accounts (Executor- 
ship) and the Taxation and Cost Accounting papers 
were won by Mr Eric Cubitt Meade, of London. 
The Second Certificate of Merit and the Stephens 
Prize were won by Mr Ronald Michael Scarles, of 
London, and the Third Certificate of Merit, the 
Tom Walton Prize, and the Plender Prize for the 
Book-keeping and Accounts (Partnership) paper, by 
Mr Gerald Philip Bartlett, of Godalming. 

In the Preliminary, a total of 137 DEE sat, of 
whom 43 (31:4 per cent) passed and 94 failed; in the 
May 1954 examination, 37°6 per cent passed. The 
Deloitte Prize for the year 1954 was awarded to Mr 
Peter James Mercer, of East Malling. 

The names of successful candidates in all three 
examinations, together with a summary of the results, 
appear elsewhere in this issue. 


The Society’s Examinations 

In the examinations of The Society of Incorporated 
Accountants held last November, five candidates 
were awarded honours in the Final, the First Certifi- 
cate of Merit and First Prize being awarded to Mr 
John Desmond White, of Bournemouth. The Second 
Certificate of Merit and Second Prize were awarded 
to Mr John Frederick Woods, of Walsall; the Third 
Certificate of Merit and Third Prize to Mr Edmund 
Ronald Kermode, of Liverpool; the Fourth Certifi- 
Cate of Merit to Mr James Hetherington, of Durham, 
and the Fifth Certificate of Merit to Mr Kenneth 
sane OW of Brighton. 

. There were 673 candidates in the Intermediate 
examination, of whom 256 (38 per cent) passed, seven 
candidates being awarded honours. The First 


Certificate of Merit and First Prize were won by 
Mr Malcolm Blessitt, of Leeds; the Second Certifi- 
cate of Merit and Second Prize by Mr Patrick Louis 
Cowelly, of Brighton, and the Third Certificate of 
Merit and Third Prize by Mr Ronald Melvin, of 
Darlington. 

In the Preliminary examination, 145 candidates 
sat, of whom 46 (32 per cent) were successful. 

A list of the successful candidates in the Final 
(Parts I and II) examination, and a complete summary 
of the results, appear elsewhere in this issue. 


Endorsement Bill Published 


Mr Graham Page’s Endorsement Bill has now been 
published and is due for Second Reading on February 
18th. Its title sums up its purpose: 


‘A Bill to amend the Bills of Exchange Act, 1882, 
so that endorsement of order cheques and similar 
instruments received for collection by the banker, 
of whom the payee is a customer, shall be un- 
necessary’; 

and it is ‘ordered to be brought in by Mr Page, Mr 
Holt, Mr R. H. Jenkins, Mr Mitchison, Mr Geoffrey 
Stevens, Sir Wavell Wakefield and Mr Geoffrey 
Wilson’. 

The Bill embodies some alterations as compared 
with Mr Page’s original proposals, notably a clause 
providing that an expressed condition on the cheque 
leaves it still a bill of exchange (despite Section 3 of the 
1882 Act) and is binding on the payee when the 
cheque is honoured. This, presumably, is intended 
to meet the needs of those drawers of cheques who 
now obtain receipts in special forms: insurance com- 
panies making policy payments are an example. 

The debate, which can hardly be on party lines, 
will be of interest to the whole business community. 
The great difficulty of the endorsement/receipt, 
which has been inherent in the proposal from the 
outset, remains at least partly unresolved and must 


4 
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in the last resort be a matter of balancing incon- , 


veniences: the great inconvenience of unnecessary 
endorsements and the hardly less great inconvenience 
(to those affected) of the loss of a useful book-keeping 
method. Two points are relevant here, though 
neither will perhaps be given the weight it ‘deserves. 
The endorsement, it is generally accepted, serves 
(as endorsement) no useful purpose; and its use as a 
receipt is a matter which properly should never have 
concerned the banks at all. But it does in practice 
concern them now and their reluctance to give any 
enthusiastic support to the proposed reform is 
certainly based on an unwillingness to appear to 
wish to withdraw this almost accidental service which 
so many customers find useful. 


` 


The Bill does include a clause which makes thet 


‘deemed’ endorsement of the payee prima facie 
evidence of the payee’s receipt of the money; but a 
paid cheque is already that, and yet falls somewhat 
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short of a full receipt. A third point may be pressed 
upon opponents of the Bill: whether the Revenue 
likes it or not, it is true that already some business 
houses are dispensing with receipts altogether, a 
course which adds to economy of effort a saving of 
twopences. The general extension of this self- 
denying ordinance is a matter upon which account- 
ants will have strong (and divided) views; but it is 
worth having in mind when a reform so plainly 
desirable as Mr Page’s may be in danger because some 
endorsements are made to do work they were never 
intended for. If that work is anyhow unnecessary 
the case for reform is a strong one. 


Absorption Scheme Rejected 


At a meeting of members of The Association of 
Certified and Corporate Accountants held in London 
last Monday, the Council’s recommendation to admit 
to immediate membership 911 persons from three 
non-statutory bodies and a further 104 persons when 
they had passed the Association’s Final examination, 
failed to obtain the necessary three-fourths majority 
and was therefore rejected. The three bodies are the 
British Association of Accountants and Auditors, 
the Faculty of Auditors and the Association of 
International Accountants. At present, only members 
of the English, Scottish and Irish Institutes, the 
Society and the Association are eligible, under 
Section 161 of the Companies Act of 1948, to be 
auditors of public and non-exempt private companies, 
the sole exceptions being persons individually 
authorized by the Board of Trade. 

The outcome of the Association’s refusal to adopt 
the absorption scheme means that another way of 
officially recognizing those members of the other 
bodies who are acceptable to the Board of Trade may 
have to be found. An alternative suggestion, namely, 
that a new statutory body should be created, met with 
strong opposition from the profession when it was 
put forward some time ago. Full reference to the 


- circumstances which led to the present situation was 


made in a Weekly Note in our issue of January Ist 
this year. : 


j Liquidator not Liable for Foreign Tax 
_ The House of Lords has dismissed the appeal of the 


a F 


Government of India from the decision of the Court 
of Appeal in Re Delhi Electric Supply & Traction Co 
Lid, reported in our issue of January 23rd, 1954 
(32 A. T.C. 413). The case came before the House of 
Lords as Government of India v. Taylor (The Times, 
January 21st, 1955). Thus the centuries-old common 
law rule that the Courts of this country will not assist 
the enforcement of foreign taxes and penalties has 
now received the highest judicial authority. 

The company sold its undertaking to the Indian 
Government early in 1947 and the greater part of the 
proceeds were remitted to England, where the com- 
pany was domiciled. In April 1947 an Act of the 
Indian Legislature came into force which imposed 
a pit! gains tax, and it was claimed that liability 
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arose in respect of the proceeds of sale of the under- 
taking. In September 1948 the balance of these 
proceeds was remitted to England and in May 1949 
the company commenced a members’ voluntary 
winding-up. The liquidator rejected the Indian 
Government’s proof for the capital gains tax, and 
the Indian Government took out a summons under 
the Companies Act, 1948, Section 307. It argued, 
firstly, that common law rule referred to was not 
wide enough to cover the tax in the present case. 
Secondly, it claimed that even if the rule did apply 
to such tax it was displaced by Section 302 of the 
Companies Act, 1948, which required the liquidator 
to apply the company’s assets in satisfaction of its 
‘liabilities’. The tax was a liability of the company in 
India, which was certainly enforceable there. As 
stated, it is now established that the common law 
rule extends to income taxes (which were unheard of 
when the rule was first formulated) and that the word 
‘liabilities’ in Section 302 is confined to liabilities 
enforceable in English Courts. The argument that 
the rule ought not to apply to a fellow member of the 
British Commonwealth was expressly rejected. 


Town Planning Muddle 


The fact that voluminous and ill-considered legislation 
often produces harsh results is nothing new, but it 
received a particularly striking illustration the other 
day in the House of Lords decision in London Corpora- 
tion v. Cusack-Smith (The Times, January 21st, 1955), 
on the meaning of the word ‘owner’ as used in 
Section 19 (1) of the Town and Country Planning 
Act, 1947. 

The decision was the final stage in extremely 
protracted litigation about blitzed premises at 
69 Ludgate Hill. The trustees, who owned the free- 
hold, let the land in 1925 for 75 years at £750 a year, 
subject to another lease made in 1873 for 80 years at 
£350 a year. The £750 was a ground-rent, not a 
rack-rent. Both leases were assigned to a company, 
which in 1950 applied for planning permission to 
rebuild, but this was refused because the premises 
were earmarked to become part of a roundabout under 
the City of London plan. The company then served 
a purchase notice on the London Corporation under 
Section 19 of the 1947 Act, requiring the Corporation 
to purchase, and eventually the leasehold title was 
conveyed to the Corporation for £71,250. The 
trustees, the freeholders, had no notice of these steps. 

The trustees also sought permission to develop. 
This being refused, they too served a purchase 
notice, in 19 52, under the same Section 19. However, 
Section 19 is available only to ‘any owner of the 
land’. There is a special definition of ‘owner’ in 
Section 119, as follows: 

‘a person... who... is entitled to receive the 

rack-rent of the land, or, where the land isenot let 

së a rack-rent, would be so entitled if it were so 
| arane, 

The House of Lords, by a majority of three to two, 
have now held that the trustees were not ‘owners’ 
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within the meaning of Section 19. Accordingly, 
notwithstanding that the Minister of Housing and 
Local Government purported to confirm the purchase 
notice served by the trustees on the Corporation, and 
all three judges of the Court of Appeal had upheld 
this, the trustees are not able to obtain any compensa- 
tion. The position now is that the Corporation are 
able to refuse either to develop or reinstate the land or 
to pay any rent or compensation, notwithstanding 
that they hold it under a lease from the trustees. 


Prosecution of Auditor 


The appeal in the case of Regina v. Stone referred to 
in our issue of December 11th, 1954, at page 639, 
was on December 13th dismissed by the Court of 
Criminal Appeal (Lord Goddard, C.J.; Cassels and 
Devlin, JJ.). The facts of the case are set out in a 
leading article headed ‘Prosecution of auditor’ in our 
issue of October 30th, 1954. 

The ground of the appeal was that the jury’s 
verdict of ‘guilty’? on count ro (attempt by the 
reckless making of a false statement to induce 
persons to subscribe) was inconsistent with or 
repugnant to their verdict of ‘not guilty’ on another 
count, namely that the defendant by recklessly making 
the. same false statement actually induced a named 
person to subscribe. | 


It was pointed out on behalf of the defendant that 


the real issue Defore the jury was whether or not the 
defendant's carelessness in accepting altered stock 
sheets amounted to ‘recklessness’. Accordingly the 
verdict on the two counts ought to be the same since 
the defence had not contested that the named person 
had in fact been induced. In giving judgment 


Devlin, J. said the appellant had failed to satisfy the 


Court that the jury could not reasonably have applied 
their minds to the whole of the facts and returned a 
verdict of ‘guilty’ on the one count and ‘not guilty’ on 
the other. Accordingly the verdict should stand and 
the appeal was dismissed. 


Attack on Capital Issues Control 


The Federation of British Industries has sent to the 
Chancellor of the Exchequer a memorandum recom- 
mending that steps be taken without delay to end 
the direct control by the Treasury of capital issues. 
As is well known, a company may not raise more 
than {50,000 in any one year without Treasury 
sanction. The objects of this control are said to be 
the determination of the order of priority of capital 
issues, according to their importance in the national 
interest, and the preservation of orderliness and 
avoidance of congestion in the capital market. The 
Federation makes the point that, in the present 
ciecumstances, such need as there is to achieve these 
objects can be effectively met through the free working 
of existing financial institutions, subject to the general 
restraints exercised by official financial policy. The 
e Federation also considers that any need to safeguard 

Britain’s balance of payments can be met through 
exchange control. . 
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The present procedure of capital issues control 
involves applications to the Capital Issues Com- 
mittee, which advises the Treasury and is itself 
advised by interested Government departments. The 
Federation observes that in the first nine months of 
1954 only 51 applications were rejected out of a 
total of 1,582. The control is thus largely a formality. 
Nevertheless, this formality involves the unnecessary 
circulation of confidential information and delays 
which may be serious from the point of view of correct 
timing of an issue. 

The Federation does not suggest the immediate 
dissolution of the Capital Issues Committee: it could 
remain as a consultative body available to the 
Chancellor on general questions of policy affecting 
capital issues. 

Of course, there are more ways of improving the 
situation than the one suggested above. One would be 
to raise the limit of £50,000. 


Representations on the Budget 


The Committee of the Income Tax Payers’ Society 
has urged upon the Chancellor the desirability of 
reducing the standard rate of income tax, pointing out 
that increasing productivity must bring a higher 
yield from the same rate of tax. The Committee also 
supports the interim recommendations of the Royal 
Commission for the extension of the earned income 
and child allowances. It advocates the implementation 
of the recommendations of the Second Millard 
Tucker Committee on the tax treatment of provisions 
for retirement, including the exemption of the capital 
element in a purchased annuity. A gradual reduction 
in the age limits for the return of post-war credits 
is also suggested, and Mr Butler is advised to keep 
a vigilant eye on the spending departments. 


No Par Value Shares 


The Government are now satisfied from the standpoint 
of logic and commonsense that a strong case has been 
made out for allowing companies to issue shares of 
no par value. The present nominal value system is 
regarded as fundamentally illogical. 

This was announced in the House of Lords last 


Tuesday by the Under-Secretary, Home Officez. 


He added that the necessary changes in the law would 
necessitate adaptations of taxation law, in particular 
stamp duties, income tax and -profits tax, which 
would be effected in a Finance Bill. He could hold 
out no hope of any legislation in the present session 
owing to lack of Parliamentary time. j 

We hope to discuss the statement in our next issue. 


Town and Country Planning Act, 1954 


In a Weekly Note under this heading, at page 65 of 
our issue of January 15th, concerning applications for 
payments under thé Act, we said that in every case 
the application must be made by June 30th next. 
We should have added that in regard to applications 
to the Central Land Board, the application must be 
made by April 30th, 1955. 
wl 


ka 
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FINANCE AND COMMERCE. 


Inflationary factors which have called for interest rate 
adjustment with resultant falls in fixed interest stocks 
have meant still further advance in equities. Values 
have reached fresh high records and there-is no 
disposition to take profits on any heavy scale. The 
railway modernization programme has emphasized 
the scope for industrial expansion. 


‘Farming with Paper’ 

‘Farming with Paper’, described in the report of the 
Crown Zellerbach Corporation, should interest the 
gardening members of the profession. The company 
produces paper of every kind and description, and 
one of its products is a ‘mulch paper’ of which the 
Hawaiian pineapple industry uses some 20,000 miles 
a year. 

The paper-cover over the earth increases soil 
temperature, prevents weed growth, conserves soil 
moisture and fumigants, and obviously helps the 
growers to produce better pineapples. 

The accounts provide this week’s reprint, first for 
their accounting interest, and then as an example of 
what is being done in the sphere of interim accounting. 
Needless to say, they come from the other side of the 
Atlantic, but they have more than an accounting 
interest this side because the company’s common 
stock is quoted on the London Stock Exchange. 

Those who contend that an interim statement in 
figures cannot be made because of audit difficulties 
will note that the accounts are subject to audit 


and end-year adjustment. As we have said before; a 
business cannot be run efficiently without a reliable 
accounting system. Granted that reliability, share- 
holders should have the benefit, of the interim figures, 
subject, as in this case, to the final audit. 


Voyage Accounts 


A reference to Houlder Line Ltd should send the 
younger generation off to their text-books to look up 
the chapter on voyage accounts. It is a very important 
item. Mr W. C. Warwick, the chairman, introduces it 
with the remark that shareholders may well be pleas- 
antly surprised to find trading profits so well main- 
tained during a year when general freight markets 
were consistently falling. 

This favourable position, he says, is largely due to 

the fact that the voyage accounts each year are made 

up to include completed voyages, with moderate 
estimates on unclosed or uncompleted voyages. In 
making these estimates, the directors always provide 
for contingencies and possible delays owing to 
strikes or mishaps and for the accounts under con- 
sideration they were fortunate, he says, in having 
substantial credits arising from the closing of these 
voyages, which largely cover trading during late 1953. 
The accounts are to end-1954. 

In the profit and loss account there is the ‘Profit on 
trading, including estimates (certified by officials of 
the company) to December 3 1st, 1954, on uncompleted 
voyages after charging all working expenses, manage- 





HIGHLIGHTS... CROWN ZELLERBACH CORPORATION ` 


Six Months ended October 3lst 


Net Sales .. sa 
Income before taxes on income ° 


United States and Canadian taxes on income 


Net income 
Dividends declared `. Soe Gg 
Earnings retained in the business Si .. 


Additions and improvements to properties .. 


Shares of common stock outstanding October 3ist .. 


Per sharé of common stock outstanding: 
income before taxes on Income 
Net income .. š 
Dividends paid to common stockholders 
Retained in the business be 
Production: 


Paper and paperboard — in tons an oe 


Lumber — in thousands of board feet 


Plywood ~ in thousands of square feet .. Se 


as 


.. 


ist quarter 
2nd quarter 


Ist quarter 
2nd quarter 


ist quarter 
2nd quarter 


Ist quarter 
2nd quarter 


2+ 


Ist quarter 
and quarter 


Ist quarter 
2nd quarter 


. Ist quarter 


2nd quarter 


1954 1953 
$76,476,000 
77,568,000 | 
— $154,044,000 $150,763,000 
$15,043,000 
13,664,000 
— $28,707,000 $28,393,000 
$7,194,000 
6,120,000 
— o $ 15,029,000 
$ 7,811,000 
$ 13,219,000 
ës S $ 6,981, 
as * $ 6,238,000 
oe š $ 7,389,000 
. no "Es 6,784,776* 
° $4.09 
Ge $1.85 
ag $ +90 
$ Sp 
273,229 
275,779 ` _ 
— 549,008 519,903 
46,498 
36,944f = 
doer eee 83,442 76,0374 
15,389 
11,83tT 
e 27,220 e 26,585¢ 


è Based on the averio number of shares outstanding during the period. 
t Lumber and plywood facilities were closed down two weeks during August 1954 for regularly scheduled vacation and sini maintenance work — š simila 


two weeks shut-down occurred in July 1953, 


aad 
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ment and deferred repairs’, the amount being £495,629 
against £458,953 in 1953. From which one might 
deduce that the provision for contingencies at end- 
1953 was well on the prudent side. 


Shipping Interim 

Curiously enough, it is from a shipping company, 
London & Overseas Freighters Ltd, that we have an 
example of an interim statement, brief but informa- 
tive. The operating surplus for the three months 
ended December 31st, 1954, amounted to approxim- 
ately £380,000, making a total for the nine months 
ended on that date of approximately £1,080,000, 
compared with {£875,000 for the corresponding 
period in 1953 and {1,196,449 for the year ended 
March 31st, 1954. 

The company’s fleet remained unchanged during 


THE ACCOUNTANT 


January 29th, 1955 


the three months under review, but the ‘London 
Integrity was launched at the end of October and is 
expected to commence trading early in April. Pay- 
ments on this vessel and others on order amounted to 
£878,000 at December 31st, 1954, at which date the 
amount outstanding on loan to the company was 
£1,960,000. These figures were communicated to 
shareholders only eleven days after the end of the 
quarter. 
Money Market 


For the first time since the Bank Rate change last 
May, the Treasury bill rate has risen to over £2 per 
cent. The average rate on January 21st was £2 os 346d 
per cent, the market bidding at Zog os 11d and 


obtaining 51 per cent of requirements. Applications - 


totalled {351,145,000 and this week’s offer is £210 
million. 


CROWN ZELLERBACH CORPORATION AND ITS SUBSIDIARIES INCLUDING CANADIAN SUBSIDIARIES 


Comparative Statement of Consolidated Income 
(Subject to annual! audit and year-end adjustments) 














Six months ended October 3/ st 1954 1953% 
Sales, net of returns, discounts, allow- 
ances, outward freight, etc. .. we $154,043,628 $150,763, 136 
Other operating income, net .. ¿ 383,342 427,338 
154,426,970 151,190,974 
Cost of goods sold, exclusive of deprecia- 
tion, amortisation and depletion .. 104,004,785 104,350,913 
Operating expenses i ae Pa 14,770,533 12,210,224 
Depreciation and amortisation .. Ka 6,039,582 5,232,475 
Depletion .. re Ge Së Ss 687,660 803,867 
125,502,560 122,677,479 
Operating income, net ce 28,924,410 28,513,495 ` 
Other expenses: 
interest on long-term debt .. 928,500 832,108 
Retirement income plan, past service 
benefits de E eis 822,008 346,144 
1,750,508 1,178,252 
Other income: 
Dividends from Fibreboard Products 
nc. .. e D Reg DS 422, 175+ 422,175 
Miscellaneous income, net .. Si 1,110,889 635,535 
1,533,064 1,057,710 
Other expense, net .. 217,444 120,542 
Income, before taxes on income 28,706,966 28,392,953 
United States and Canadian taxes on ` 
Income: 
Income taxes .. as ae he 13,314,000 14,005,000 
Excess profits tax ° z ë errr ere 1,024,000 
` Total taxes on income Se 13,314,000 15,029,000 
Income, after taxes on income 15,392,966 13,363,953 
Minority stockholders’ equity in earnings 69,916 145,185 
Net income for the period .. £15,323,050 £13,218,768 
Net income per share of common stock Í 
-{after dividends on preferred stock) $2.01 $1.85 


— x. 


- u 





* Amounts shown for the six months ended October 3ist, 1953, include 
results of eperations of Canadian Western Lumber Company, Limited, and 
Elk Falls Company Limited, for the four months to October 3ist, and of 
St Helens Pulp and Paper Company for the five months to October 31st. 

+ Pro rata of earnings for the six months in excess of dividends received was 
$1,052,220, equal to idc. per share of Crown Zellerbach Corporation’ s 
common stock. 


Condensed Consolidated Balance Sheets 
(October 3lst, 1954, subject to annual audit and year-end adjustments) 


` 








October 3lst, April 20th, 
[954 1954 
Assets 
Current assets: 
Cash .. $30,566,746 $30,719,831 
Excess of government "securities over . 

Habilicy for U.S. taxes on income .. 14,096,899 9,481,153 
Recelvables oe ve oe ae 30,084,134- 28, 149, 532 
inventories .. Sa = +ç $2,801,675 58, 599, 040 

Total current assets .. ex {24,559,453 (26,949,556 
Other assets: 
investments, long-term receivables 
and special funds .. 23,685,786 23,710,659 
Properties, net of depreciation and 
depletion .. 169,337,562 161,563,188 
Deferred charges: (principally insur- 
ance and taxes) ae is á 4,803,890 3,553,149 
Total assets _ .. Ke ei $322,386,69 1 $315,776,552 
Liabilities and Capital 
Current liabilicies < after deducting 
$14,053,101 (October 3ist, 1954) and 
$21, 518, 847 {April 30th, 1954} govern- 
ment securities held for payment of > 
U.S. taxes on Income .. Se ges $27,536,692 $27,748,720 
Long-term debt, net of EES due $ . 
within one year sie ae 53,242,000 55,021,500 
Total Habllicies., as Se 80,778,692 82,770,220 
Funded self insurance reserve .. eg 590,060 500,008 
Minority interest.. a es bed 1,390,481 1,391,699 
Capital stocks: 
Cumulative preferred stack: - 
Initial series $4.20 stock authorized 
and outstanding at October a 
1954, 309,990 shares a 30,999,000 30,999,000 
Common stock: 
$5 par value. Authorized 15,600,000 
shares, outstanding 7,288, 682 shares 
at October 3ist, 1954 2 Së 36,443,413 36,203,223 
Other capital fe e E ei 33,901,458 32,942,202 
Income retained in the business = 138,373,647 130,979,208 
Total capital .. we gë 239,717,518 231,114,633 
£322,386,69 | £315,776,552 


Total Habilities and capital .. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Bank Charges 


Sir, — With regard to the letter signed ‘A.C.A. Co. 
Sec.’ in your issue of January 22nd, in my experience 
the figure of od per cent on turnover has been applied 


“and regarded as a reasonable charge for running an 


account, but there cannot surely be a general rule. 

The total annual charge must always be surveyed 
in relation to the number and complexity of entries 
making up the turnover, to the average balance 
maintained and to the special services, if ariy, 
rendered by the bank in any individual case. 

The results of such a survey may well propound a 
case for contesting the rate of charge. Recent 
statements of banking profits appear to indicate 
that there is room for compromise. 

Yours faithfully, 
C.A. Co. Sec. 


Farm Audit 


Sır, - I read with interest the letter from your 
correspondent ‘Beginner’ (issue January 15th) though 
I must say that the heading would seem to be a 
little optimistic. 

I have been dealing with the farmer clients of my 
principal for some six years and of some eighteen- 
twenty clients in all, I fear few of them can be classed 
as a complete audit in the narrow sense of the word. 
Perhaps a better description would be ‘account 
construction’ as more often than not the accounts are 
compiled with the aid of bank statements, cancelled 
cheques, farmer’s memory and Heaven’s blessing] 

However, your correspondent’s client may be that 
one farmer in a thousand, who not only keeps books, 
but also his receipts! 

On that assumption, perhaps the following may 
assist him: First of all, it is nearly always impossible 
in small farm accounts to apportion any expenses or 
receipts to any particular item. Therefore, it follows 
that usually the wife’s activities as a farmer must be 
lumped with those of her spouse. If there are any 
records at all, it should be possible to obtain a 
numerical stock of turkeys at the commencement and 


` end of the year. Valuation (according to area) can 


z 


be placed on these and the accounts compiled as a 
whole — showing opening and closing livestock at 
valuation. In my little experience, the wife s activity is 
never treated as a separate business, as, if this were 
the case, every farmer’s wife would be so treated 
owing to the fact that eggs, milk and butter are nearly 
always sold ‘off the house’ by the wife. 

To my mind the difficult thing to assess is not whether 
the farmer or his wife is making these house sales, 
but the extent to which this is carried on. 

Yours faithfully, 
ACCOUNTANT’S FARM LABOURER. 


Sir, — With reference to “Beginner’s’ inquiry (issue 
January 15th), I write to explain that I have experi- 
enced a case where the wife was treated as running a 
separate business assessable under Schedule D. The 
husband dealt in pigs, the wife in poultry, and the 
Inspector accepted the departmental accounts pre- 
pared. Purchases were allocated according to the 
nature of the feeding stuff (e.g. chick mash to 
poultry; sow meal to pigs), rent, accountancy fee, 
depreciation of implements and similar overheads 
were charged equally, and the remaining expenses 
were charged according to the facts (e.g. service fees, 
depreciation of pig houses, medicine for pigs to pigs; 
and depreciation of poultry houses, poultry medicine 
to poultry). 

It might be more advantageous in some cases for 
the sales of turkeys to be included in the husband’s 
accounts, and for the wife to be paid wages for her 
services to the farm as a whole, especially where she 
works extremely hard on the farm, and the business 
can stand payments to her at agricultural workers’ 
rates, thereby securing tax at reduced rates on the 
wife’s earned income. 

Another possibility is for a partnership to be 
formed between husband and wife, so that the latter 
receives a fair share of the farm income and the 
husband is relieved of some profit otherwise taxable 
at the standard rate. Much would depend on the 
other income of the parties, and care would be needed 
in ensuring that there was a partnership in fact and 
that the partnership agreement was acceptable by the 
Inland Revenue as evidence of a partnership. 

Yours faithfully, 

Sherborne, Dorset. ` W. E. WINSTONE. 
Investigations for Purchase: 

Practical Considerations . 


Sir, — I should like to thank “Bryland’ (your issue of 
January 22nd) for his kind remarks on my recent 
article ‘Investigations for purchase’ (in your issues of 
January rst and 8th). 

On the subject of fees for such work as investiga- 
tions, I feel that it is difficult to generalize, but that 
the usual considerations of time employed upon and 
complexities involved in the work should apply. 

If the purchase consideration were £200,000, even 
a fee of 500 guineas might be considered reasonable 
by a prospective purchaser, particularly if the 
information supplied enabled him to bargain 
advantageously. ° 

If suggestions are made that such fees are excessive, 
I think an analogy might be drawn with a solicitor’s 
costs for investigating the title of freehold property. 

I am surprised that ‘Bryland’ should be able to < 
produce any report for such a low fee as he mentions ~ 


+ 
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two or three guineas. This would indicate only an 
hour or two's time — scarcely sufficient in which to 
visit the business being purchased! 

If a client should propound the view that the pro- 
fessional accountant might conduct the work gratis, 
in the hope of acquiring a further audit, I feel that he 
should be informed that the risk-taking in such 
matters must be responsibility of the client. A pro- 
fessional accountant undertakes his own risks in the 
work and organization of his practice, and it would 
be intolerable for him to work for ‘contingent fees’. 

The accountant may well bear in mind his client’s 
position when charging fees, but if the client is not 
prepared to take the risks of the business in which he 
is engaged, he has no right — in ethics — to the profits 
arising therefrom. 

Adapting a lawyer’s saying, “The services of a pro- 
fessional accountant, like those of The Ritz Hotel, are 
available to ail’, surely, though, the professional 
accountant, like the labourer, is ‘worthy of his hire’? 

Yours faithfully, 
FREDERICK A. J. COULDERY. 

Hove, Sussex. 


Registrar of Companies: Photostats 


Sir, — With reference to Mr Couldery’s letter in 
your issue of January 15th, I had occasion to require 
a photostatic copy of a document and the Registrar’s 
office telephoned when it was ready, to insist that I 
send someone up to collect it as they do not post 
documents to firms in the London area. The reason 
given was that they had insufficient staff, but it does 
seem uneconomical to me that we had to send 
somebody to Bush House, because they were unable 
to put it in an envelope. 
. Yours faithfully, 


London, EC2. WALTER P. GUNN. 


Obviating Cheque Endorsements 


Sir, — Does this mean that transferability will only 
give money rights, such as to sue for money passed, 
in contrast to negotiability, which gives the same 
title as the payee had to invoke ‘cheque loss and 
money rights’? 

If bearer cheques became more general, so as to 
obviate endorsement, it would be advisable for the 
accountaricy bodies to represent to the banks to 
insert in the bank pass sheets the name of the payee 
appearing on such cheques rather than ‘bearer’. 
Bank statements with names of payees are indispens- 
able to a very large number of traders and to the 
majority of practising accountants in their dealings 
with clients’ affairs. 

In any review of cheque matters, a case can be 
made out for alterations which will enable cheques 
to specify, when the occasion is suitable, the nature 
of the debt the cheque discharges, and for the 
cheque to incorporate a form of receipt. 

‘Yours faithfully, 
R. SPROULL (Sen.) 


+ 
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` Professional Salaries 


Sir, - The estimate of personal expenditure set out 
below may interest readers, particularly those in 
practice employing qualified accountants. 





£ 
Mortgage Së 2 SN III 
Rates and water kA i 2k “29 
Electricity, gas, coal and coke Së oe. 91 
Insurance of house and contents .. Sa 6 
Telephone... e ie 8 
Housekeeping, including food, cleaning, 
laundry and toilet š 22I ` 
Income tax .. eg SS wë se «2 
National insurance .. Wé F bee AS 
Life assurance Si des EE, 
Season ticket . T = pu Yo 
Car licence, insurance and repairs ¿ta .. 4° 
Petrol and fares -.. Wi .. IO 
Repairs to house and equipment ai .. 26 
Clothes, including shoe repairs .. ig JỌ 
Personal (mainly lunches) .. T .. 6; 
Birthday and Christmas presents .. se 28 
Subscriptions and donations ek ge 5 
Firm outing .. eg eg id si 3 
£721 
£ 
Salary ie ov E$ .. FOO 
Family allowance s de SE DE 
£721 





I am aged 31 and married with two children, 
aged two years and four months respectively. I 
qualified six Gees ago, at the first attempt, and am now 
with a City firm. 

You will note that I have made no provision for 
annual holiday, entertainment and replacement of 
furnishings and, in my humble opinion, the above 
constitutes a very modest standard of living. 

May I add that I cannot afford to smoke or drink! 

Yours faithfully, 
SENIOR AUDIT CLERK. 


Directors’ Benefits in Kind 


Sir, — An Inspector of Taxes is attempting to assess a — 


client, who is a director, on the ‘benefit’ arising from 
the fact that his wife is given periodic ‘lifts’. into a 
nearby town in the company’s car. It is not disputed 
that the car would in any case have to travel there in 
the ordinary course of business, so that no loss is 
suffered by the company. 

How far, we ask, is this ‘benefit in kind’ enactment 
to be carried? Is a director or his family or employee 
earning more than £2,000 per annum now to be 
taxed on ‘lifts’? If so, what justification is there in 
not taxing Inspectors of Taxes or their staff who are 
given ‘lifts’ in accountants’ cars, a not unknown 
event in our experience? 

Yours faithfully, 
ANTI-SQUEEZE. 


wi 
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MANCHESTER SOCIETY 
OF CHARTERED ACCOUNTANTS 
ANNUAL DINNER 


The annual dinner of the Manchester Society of 
Chartered Accountants was held at The Midland Hotel, 
Manchester, on ‘Thursday, January 2oth. The President 
of the Society, Mr Guy Waterworth, F.c.A., was in the 
chair and with Mr D. V. House, F.c.a., President of 
The Institute of Chartered Accountants in England 
and Wales, and Alderman Richard S. Harper, J.P., 
Lord Mayor of Manchester, received the 335 members 
and guests who attended. 

Among the guests were The Rt. Hon. Lord Piercy, 
C.B.E., chairman, Industrial and Commercial Finance 
Corporation Ltd, The Very Rev. H. A. Jones, B.sc., 
Dean of Manchester, and š 


Messrs S. G. Barker (Chairman of the Council, Manchester 
and District Bankers’ Institute); V. A. Bell, F.s.A.A. (President, 
Incorporated Accountants’ Society of Manchester and 
District); H. Broadley, F.c.w.a. (President, Institute of Cost 
and Works Accountants, Manchester and District Branch); 
E. T. Denton, B.A., F.C.A. (President, Liverpool Society of 
Chartered Accountants; W. A. Dodd, M.A., LL.B., F.C.A. 
(Member of the Society); Derek du Pré (Editor ‘The Ac- 
countant’); E. E, Dudley, A.C.A. (President, Leicestershire and 
Northamptonshire Society of Chartered Accountants); R. M. 
Greenhalgh (President, Manchester Law Society). 

Messrs John Hawthorn, F.c.r.s. (Chairman, Chartered 
Institute of Secretaries (Manchester and District Branch)); 
E. A. Hepworth, F.R.r.C.s. (President, Manchester Society 
of Land Agents and Survéyors); J. S. F. Hill, r.c.a. (President, 
Nottingham Society of Chartered Accountants); J. A. 
Hinks, J.P., B.SC., F.R.1.C.S., F.A.1. (Chairman, The Chartered 
Auctioneers’ and Estate Agents’ Institute (Manchester .and 
District Branch)); P. W. Hort, F.c.a. (President, Bristol and 
West of England Society of Chartered Accountants); G. B. 
Howcroft, M.C., M.A., F.R.LB.A. (President, Manchester 
Society of Architects); A. S. Maclver, M.C., B.A. (Secretary, 
The Institute of Chartered Accountants in England and 
Wales); J. H Mann, M.B.E., M.A., F.C.A. (Chairman, London 
and District Society of Chartered Accountants); W. V. 
Meacock, F.c.a. (President, South Wales and Monmouth- 
shire Society of Chartered Accountants.) 

Messrs A. W. Miles, Soen (President, South Eastern 
Society of Chartered Accountants); E. J. Mitchell (ALM. 
Principal Inspector of Taxes); Lieut.-Col. W. M. Musgrave- 
Hoyle, M.C., T.D., D.L. (Chairman, Manchester Stock 
Exchange); Messrs C. B. Nimmo (President, Insurance 
Institute of Manchester); H. E. Pardoe (President, Manchester 
Chamber of Commerce); A. L. Roston, B.CoM. (Consul for 
Liberia and President, Manchester Consular Association); 
P. E. Smith, F.c.a. (President, Sheffield and District Society 
of Chartered Accountants); H. F. Strachan, ¥F.c.a. (President, 
Hull, East Yorkshire and Lincolnshire Society of Chartered 
Accountants); E. C. Turner, T.D., M.COM., F.C.A. (President, 
Birmingham and District Society of Chartered Accountants); 
D. T. Veale, M.A., F.C.A. (President, Leeds, Bradford and 
District Society of Chartered Accountants). 

Mr W. A. Dodd proposed the toast of ‘The city and 
trade of Manchester’, and Alderman Richard S. 
Harper, J.P., the Lord Mayor of Manchester, responded. 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Lord Piercy, 
who referred to the problems of the tax system. 
He said that a very large part of professional time and 
proféssional intellect was concerned with the subject 
and there was a good deal that could be done to 


streamline present legislation. One would like to see 
estate duties reorganized and the structure of profits 
tax altered, and at least something done about de- 
preciation allowances. 


Plea for a ‘Courageous Budget’ 


In the course of his reply to the toast, Mr House said; 


‘This is the time of year when, perhaps as a preamble to 
the thoughts of spring, thoughts in the United Kingdom 
turn to the Budget. 

‘Whilst caution must still be the watchword, even the 
most pessimistic amongst us must surely admit that there 
are very real signs of the financial recovery of this country. 

‘I hope, therefore, that the Chancellor of the Exchequer 
will this year see fit to bring in a courageous budget for, 
in my opinion, a really significant reduction of taxation at 
this time would inspire everyone and provide the further 
initiative required to make recovery complete. High taxation 
is a menace and danger and our profession, more perhaps 
than any.other body of persons, is in a position. ta realize to 
the full the effect upon commercial morality. A high rate of 
taxation brings in its wake gambling, reckless speculation, 
tax avoidance schemes and- dare I mention them- 
expenses allowances. , d 


” 


Provisions for Retirement 


‘I also hope that the Chancellor will see fit to implement at 
least some, if not all, of the recommendations ofthe Tucker 
Committee on the Taxation Treatment of Provisions for 
Retirement and, in particular, the recommendation regard- 
ing self-employed persons. It must surely be granted by all 
right-thinking persons that the professional man, about 
whom the Tucker Committee was unanimous, is still, by 
reason of his training, integrity and impartiality, an essential 
part of the community. . 

‘I sometimes wonder whether the powers that be, who 
have not had experience in that field, are fully aware of the 
present difficulties and inequalities caused by high taxation 
and which, if not remedied, are bound in the not distant 
future to force the practising professional man out of 
existence. 

‘It is all nonsense to say today that the professional man 
always has his goodwill. Goodwill only has its value if 
someone is willing to pey for it and, however willing the 
prospective purchaser may be to acknowledge its existence, 
there just is not the money available nowadays to make 
that payment and to provide the builder of that goodwill 
with what used to be his retirement provision, 


Taxation of the Self-employed 


‘There is also the fact that few people outside the profession 
seem to realize that the professionally self-employed require 
capital to run their affairs in just the same way as the 
industrialist. Yet, whilst the business concerns are not, in 
normal circumstances, called upon to pay surtax upon profits 
retained in the business, the self-employed person is 
expected to pay income tax and surtax on all his earnings, 
and his capital must be provided out of fully-taxed incom®. 
To my mind that is as great a danger and it is becoming 
extremely hazardous for a young qualified man, in whatever 
profession, to commence to practise on his own atcount — 
a very desirable and commendable thing to do — and he finds 


it almost equally difficult to accept a partnership because of e 


the capital which has to be found.’ (Applause.) 
Mr Guy Waterworth proposed the toast of “The 
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Guests’ and said the committee were very pleased 
indeed that the Chairman of the London District 
Society and the presidents of so many other district 
societies had accepted invitations to attend. 

The Very Rev. H. A. Jones replied. 
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At the conclusion of the dinner Mr E. G. Turner, 
M.C., F.C.A., vice-president of the Society, paid tribute 
to Mr Waterworth’s work for the Society, and thanked 
Gr for the gracious way he had presided over the 

nner. 


INLAND REVENUE 
EXTRA-STATUTORY CONCESSIONS 
Alterations 1n 1953 


We reproduce below, with the permission of the Controller of H.M. Stationery Office, 
an appendix to the ninety-seventh report of the Commissioners of Inland Revenue 
(Cmd. 9351) — discussed in a leading article elsewhere in this issue ~ showing extra- 
statutory concessions in operation at December 31st, 1953, in addition to those 
published in the Board’s ninety-third to ninety-sixth reports. The concessions 
described below are of general application, but it must be borne in mind that in a 
particular case there may be special circumstances which will require to be taken 
into account in considering the application of the concession. 


INCOME TAX 


1. Double Taxation Relief: Building Society 
Interest 


Paragraph 5, Sixteenth Schedule, Income Tax Act, 
1952, provides that credit for overseas tax shall not 
exceed the sum arrived at by charging the doubly 
taxed income at a rate (generally known as the ‘effective 
rate’) ascertained by dividing the United Kingdom 
income tax: payable by the taxpayer for the year by his 
total income for the year. Interest received from a 
building society which has entered into the special 
arrangements under Section 445, Income Tax Act, 
1952, is left out of account in calculating the effective 
rate. 


2. Charities Exempt from Charge to Income Tax, 
Schedule D, Case VI: Short Leases 


Charities are entitled to statutory exemption from tax 
on rents payable to them where the tax is chargeable 


1See The Accountant dated January 20th, 1951, February 
2nd and April rath, 1952, January 31st, 1953, and February 
th, 1954. 


under Schedule A or, in the case of rents under leases 
for periods exceeding fifty years, under Schedule D. 
In practice, exemption is also given from tax chargeable 
under Schedule D on ‘excess rents’ under leases for 
shorter periods. 


EXTRA-STATUTORY CONCESSION 
WHICH HAS CEASED TO OPERATE 


during the year ended December 31st, 1953 


INCOME TAX 
No. on list 
in Board’s 93rd Report. 


13. CHRISTMAS PRESENTS IN KIND TO EMPLOYEES. ` 


The Chancellor of the Exchequer announced on 
December 15th, 1953, in reply to a Parliamentary 
question (Hansard, Vol. 522, written answers, cols. 
23 and 24) that the special conditions which justified 
this concession during the war and in post-war years 
had largely ceased to exist, and that he would not 
be able to authorize its continuance after Christmas, 
1953. 


NOTES AND NOTICES 


Personal 
Messrs WILSON, DE Zoncnp & MACKENZIE 
announce that the partnership hitherto subsisting 
between Mr R. C. pe Zoucne, Mr K. H. MACKENZIE, 
Mr B. J. Davis and Mr C. C. TAYLOR, practising as 
WILSON, DE ZoucHe & MACKENZIE was dissolved on 
January 22nd, 1955, by mutual consent of all the 
partners. Mr R. C. DE Zoucue, F.c.a.. Mr K. H. 
MACKENZIE, F.C.A., and Mr C. C. TAYLOR, F.C.A., 
are practising in partnership with Mr K. R. 
MACKENZIE, A.C.A., who has been associated with 
WILSON, DE ZOUCHE &. MACKENZIE for some years, 
under the name of WILSON, DE ZOUCHE, MACKENZIE 
& Co, at 20 Castle Street, Liverpool, 2 (Telephone, 


Central 3401) and at g2 New Cavendish Street, 
London, Wr (Telephone, Langham 5036). Mr B. J. 
Davis, F.C.A., is practising in partnership with Mr 
D A. ALDRICH, A.c.A., and Mr R. R. Davis, A.C.A., 
both of whom have been associated with WILSON, 
DE ZOUCHE & MACKENZIE for some years, under the 
name of Witson, Davis & Co at 2 Norfolk Street, 
ae London, WC2 (Telephone: Temple Bar 
4053) ` 

Messrs GOODMAN, Jones & Co announce that as 
from February Ist, 1955, they will remove from their 
offices at 3 Broad Street Buildings, Liverpool Street, 
London, EC2, to 77 Portland Place, London, ‘Wr. 
Telephone: Langham 0083 (4 lines). S 


a 
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Professional Notes 


Lord Milne, B.A, GA. a partner in the firm of 
Stevenson Wilson, Milne & Co, chartered accountants, 
of London, has been appointed a director of Carters 
Tested Seeds Ltd. 


Sir James Reid Young, C.A., F.c.1.s., has joined the 
board of International Combustion (Holdings) Ltd. 


Mr C. L. Metcalfe, A.C.A., who was appointed to 
the board of John White Footwear Ltd, on July 28th, 
1954, has now also been appointed secretary of John 
White Footwear Holdings Ltd, and its subsidiary 
companies, John White (Impregnable Boots) Ltd 
and John White Footwear Ltd. 


Mr J. A. Johnston, A.C.A., special director and 
secretary of Francis Morton & Co Ltd, has been 
appointed a director of the company. He will retain 
the office of secretary. 


Mr G. P. 8. Macpherson, opp, T.D., B.A, C.A. 
has been elected chairman of the executive com- 
mittee of the Issuing Houses Association for the 


year 1955-56. 


The P. D. Leake Professor-elect 


Mr J. R. N. Stone, C.B.E., M.A., Fellow of King’s 
College and P. D. Leake Professor-elect of Finance 
and Accounting, has been elected into a Professorial 
Fellowship at Cambridge University as from July rst 
next. 


Open Seminars at 
Incorporated Accountants’ Hall 


Professor F. Sewell Bray, F.c.a., F.S.A.A., Stamp- 
Martin Professor of Accounting, will shortly hold 
l Geer open seminars at Incorporated Accountants’ 
Hall. 

The first will take place on Friday, February 25th, 
at 6 p.m. on the subject ‘Fundamental research’, 
when the discussion will be opened by Mr J. R. N. 
Stone, C.B.E., M.A. Fellow of King’s College and 
P. D. Leake Professor-elect of Finance and Account- 
ing, University of Cambridge; and the second will be 
on Tuesday, March rst, at 6 p.m., on the subject 
‘Regulating the level of stocks’, when the discussion 
will be opened by Mr L. T. Little, B.sc.(Econ.), Editor 
of Accountancy. 

All accountants and students wishing to attend are 
asked to notify Mr T. W. South, at Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, WCz, so that the necessary arrangements 
may be made. 
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London and District Society of 
Chartered Accountants 


NORTH LONDON Discussion GROUP 

The next meeting of the North London Discussion 
Group will be held at The Mason's Arms, Maddox 
Street, London, W1, on Thursday, February roth, 
at 6.30 p.m., when the subject: ‘Introduction to work 
study’, will be introduced, with the aid of lantern 
slides, by Mr G. M. Storie, B.COM., C.A., of Imperial 
Chemical Industries Ltd. 

Meetings of the Group are held each month at 
The Mason’s Arms and chartered accountants who 
are interested in joining are invited to write to the 
hon. secretary, Mr K. D. C. Ford, A.C.A., 20 Mattison 
Road, Hornsey, N4. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m.: Lecture “The finance of London’s 
commodity markets’, by Mr J. A. MacKinnon, C.A. 
Chairman: Mr R. Ashton Hamlyn, 0.B.£., F.C.A. 

Wednesday, 5.30 p.m.: Debate on the motion ‘That this 
house views with regret the decline of the Independent 
member and the Third Party in the post-war Parliament’. 

Thursday, 6.30 p.m. (at Guildford): Lecture “The Bank of 
England return and the financial column of The Times’, 
by Mr C. R. Curtis, PH.D., M.sc.(Econ.), F.C.1.S. 

Friday, 5.15 p.m.: Introductory coursé lectures on (1) 
The chartered accountant’s profession. (2) A typical 
case in the Courts. 


LONDON STUDENTS’ COLUMN 


Owing to pressure on space this week, the London 
Students’ Column has had to be held over and will 
appear in our next issue. 


Association of Scottish Chartered 
Accountants in the Midlands 


The third meeting in the present winter series of the 
Association of Scottish Chartered Accountants in the 
Midlands was held on January 17th at The Queen’s 
Hotel, Birmingham. The speaker on this occasion 
was Mr K. G. Vickers, A.S.A.A., A.C.W.A., a partner in 
Robson, Morrow & Co. 

Speaking on the subject of ‘Accounting services 
to management’, Mr Vickers explained how a 
properly integrated system of budgetary control 
and standard costs could achieve this end. He 


‘emphasized the need for collaboration with works 


personnel in preparing expense budgets for productive 
processes and described how cost ascertainment and 
cost control could be achieved by the use of standard’ 
costs. 


JOHN FOORD & COMPANY ` 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lings) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. oe py 
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Leeds and Bradford Students’ 

Residential Course f 
The fourth residential course to be arranged by the 
Leeds, Bradford and District Society of Chartered 
Accountants, and the Leeds and Bradford Chartered 
Accountant Students’ Associations will be held `n 
March at Grantley Hall, near Ripon. The course for 
Intermediate students will be from March arst zo 
March 25ta, and that for Final students from March 
28th to April rst. 

The courses are not designed solely for examinaticn 
revision, but past experience has shown that Inte-- 
mediate students derive most benefit from the course 
if they are sitting for their examination not later then 
the following November. Both courses have en 
interesting programme of lectures, which will be 
followed by group discussion, while a new feature of 
the Final course will be a set problem involving tie 
financial reorganization of a business. 

The courses are open to articled clerks (ard 
students out of articles) in the offices of members of 
the Institute within the area of the Leeds, Bradford 
and District Society and the North Yorkshire and 
South Durham Branch. There will also be vacancies 
for students from other areas. 


Accountant writes on Building Planning 
The Financial Times Survey of the Building Industrz, 
published last Monday, contains an article by Mr 
Colin A. Samuels, A.S.A.A., A.M.LI.A., on “A new wzy 
to plan building’. Mr Samuels is managing directer 
of C.A.S. (Industrial Developments) Ltd. 


Midlands Management Conference 
The third Midlands Management Conference will be 
held at Droitwich during the period February 4th- 
5th, the theme being ‘Management and planning . 
The conference is being organized by the Britisa 
Institute of Management and the Birmingham 
Branch of the Institute of Industrial Administration 
in association with the regional organizations of the 
Federation of British Industries and the Nationel 
Union of Manufacturers, and will be the first generel 
conference to be held in the Midlands in which bota 
large and small firms have been invited to take part. 


The Finance Act, 1954 


In the ‘Recent Publications’ column of our January ` 


8th issue, the price of the booklet The Finance Acr, 
1954, published by The Society of Incorporated 
Accountants, was shown as 2s; this was incorrect and 
should have read 4s. 
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Income Tax 
ALLOWANCES FOR MACHINERY OR PLANT 


The 1955 edition of Notes on Allowances for Machinery 
or Plant (Pamphlet No. 430) issued by the Board of 
Inland Revenue is now available. The notes explain 
the main features of the law and practice, including 
the changes made by the Finance Act, 1954. 

Copies of the pamphlet will automatically be issued 
to practising accountants through their local tax 
offices, where additional supplies may also be 
obtained. 


SEVENTY-FIVE YEARS AGO 


From The Accountant or JANUARY 31ST, 1880 
From a leading article entitled 


THE LAWYERS AND THE INCORPORATION OF 
ACCOUNTANTS 


The Bill [The Accountants’ Institute Bill], as we 
understand it — setting aside for the moment the 
important question of the powers sought in the 
direction of the internal government and regulation 
of the profession — asks Parliament not to define, 
as our contemporary [Law Times] supposes, who is, 
and who is not, an “‘accountant’’, but to authorize the 
adoption by members of the Incorporated Institute 
of certain titles and initials, and the prohibition 
under penalty of the use of such distinctive marks 
by persons who are not members. This no doubt 
does in a measure draw lines of demarcation between, 
persons who are and persons who are not, properly 
speaking, “accountants”: because as the Bill con- 
templates that all persons becoming members 
of the Incorporated Institute in the future shall 
as a preliminary step be examined in a manner 
similar to that which obtains in other professions, 
membership would be taken as presumptive evidence ` 
of ability and reputability, whereas, non-membership 
would broadly speaking and saving exceptions which 
need not be enumerated — be taken as negative 
testimony to the contrary. The passing of the Bill 
would in effect place members of the Incorporated 
Institute in a position somewhat analogous, as 
regards distinction and privileges, to that which 
our contemporary rightly describes as being held 
by the Chartered Accountants of Scotland. Although 
the scope of the Bill is thus somewhat more limited 
than our contemporary imagines, it need hardly 
be added that we heartily agree in the opinion 
that the granting of “still further powers in relation 
to the supervision of all persons who practise the 
calling of accountant’ would be productive of “an 
immense advantage to the general public.”’ 


MOTOR — FIRE— CONSEQUENTIAL LOSS 


MOTOR UNION 


10 ST JAMES’S STREET, LONDON, SW1 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Results of Examinations held in November 1954 
FINAL EXAMINATION 


Held on November 30th and December Ist, 2nd and 3rd, 1954 


Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the W. B. Peat Medal and Prize and the Plender Prizes for the Taxation and English Law 
papers 
Baker, John Raymond (D. C. Cann), London. 


Second Certificate of Merit, the Walter Knox Scholarship, the William Quilter Prize and the Plerder Prizes for the Advanced Accounting 
LÉI art D, the Auditing and the General Financial d and Cest Accounting papers 
Tschaikowsky, David John Nicholas (D. D. Kidson), London. 


Third ee of Merit 
Davis, Timothy Cummings (C. E. B. M. Smith), Plymouth. 


Fourth Certificate — Merit 
Williams, Robert Raymond (G. B. Elphick), Chester. 


Fifth Certificate of Merit 
Phillips, Gerald (C. Fenton), London. 


Sixth Certificate of Merit 
Gibson, Peter George (E. E. Newbald), London. 


Full List of Names of Successful Candidates 
din alphabetical order) 


Abbott, J. H. C. (C. Royall), Grimsby. ae re G. (R. S. Hastow), Havant. 

Absalom, T. M. (R. D. F. Brearley), Deret Bowles, V S H. (P. B. Addington), London, 

Adam, T. L. (G. W. Coleman), Pann; Braham, L ; (M. CE Ga London. 

Alexander, J. (J. L. Kitching), Leed Branson, D. R Copley), Rotherham. 

Anderson, W. D. x E. V. Salsbury), Bedford. Briggs, J. F. (A, Te T. Steele), Liverpool. 

Appleton, A. H. (J. F. Barton), Manchester. Brocklebank, J. P. (R. G. C. Horton), London. 
Arbis, L. W. (J. P. Burke-Scott), London. Brooke, T. oe S. Harrison), Dewsbury 

Asbury, L. S, (W. H. Westhead), Stafford. oe R. (C. H. B. ed Aldershot. 

Ashcroft, W. D. (P. M. Plaucknett), London. Brown, G. A. P. (D. R. Clack), London. 

Askham, F. G. L. (J. P. Burnett), EE Brown, R. A. (A. L. Goodman), - Piymouth. 

Astley, D. G. C, (E. M. Bowden), London. Bryant, D. (R. E, Kay), Shefheld 

Aulton, J. S. (G. E. Johnson), Derb uckoke, W. (J. W. Fawdry), Portsmouth. 

Austin, R. D. F. J. W. M. Groves), London Bull, N. A. J. (formerly with C. N. Blackburn, deceased), 

Awdry, J. H. (O. W. Horne), Portsmouth. Tanen 

Bunting, D. A. (T. C. Capey), Newcastle upon Tyne. 

_ Bacon, G. F. (H. D. Bessemer), London. Burchett, K. S. (M. z Grant), London. 

Bailey, D. M. (A. S. Watson), Southampton Burgess, G: J. (E. J. H . Clarke), London. 

Bailey, R. A. (B. M. Frazer), Liverpool. (The Plender Prize for Burman, C. (À. I. Miller), London. 

the English Law (Part T) paper.) Burnett, E. J. (A. J. Barsham), London. 

Bailey, T. A. (S. J. petang, Nuneaton. Burrows, J. E. (A. G. B. Gunn), London. 

Baker, A. P. (C. J. Jeffries), London. Butterfield, P. M. (L. F. Rendell), Bristol. 

*Baker, J. R. (D. C. Cann), London. 

Balderson, G. H, (F. J. Frodsham), Liverpool. Calland, A. (J. H. Mitchener), Southampton. 

Baldwin, J. B. (A. J. Barsham), London. Campbell, A A. G. (R. F. W. Sheraton), Brighton. 

Ball, Miss U. P. J. (A. D. Walker), Liverpool. Carpenter, R. T (P. P. Richards), Bristol. 

Banister, / A. F, Ee C. Palmer), Northampton. Chadwick, M. L. (H. Bowker), Sheffield. 

Barlow, D. J. (A. H. Penney), London. Chadwick, W H. (W. A, e Liverpool. 

Barnes, M, (W . E. Parker) London. Cheales, M. B. (R. Philp), Londo 

Bassett, R. C. (N. Webber), Exeter. Chilver, B. O. (D. J. Ginnings), Vandi (The Frederick Whinney 

Bates, M. C, (J. V. Morris), London, Prize and the Plender Prize for the Advanced Accounting 

Beadon, M. E. (R. A. Bartholomew), London. (Part sat) Paper . 

Bearman, J. A. (H. Young), London. Clark, Miss 8. J. (R. K. Fairbrother), London, 

Beaton, A. (K. M. Scott), London. Clarke, A. E. (C. W. Bingham), Nottingham. 

Belben, T. D. (D. W. Malpas), Bournemouth. Clarke, W. B. (E. R Nicholson), London. 

Berman, 8. (G. E. ee London, Cleaver, J. E. R. (P. F. Carpenter), London. 

Berne, H. K. R. W. (B. O. 8. Savage), London. Coates, J. T. D. (K. G. Shuttleworth), Sheffield. 

erry, A. E. J. (A. B. Plevey), Wolverhampton. Coleman, R. M. (C. H. McKnight), London. 

Beswick, J. M. (A. E Manchester. Compton, M. J. (J. B. Allen), Coventry. 

Bier, M. (L. Irvine), London Conway, V. S. (R. A. C, Mordant), London. 

Bill, F. (C. H. W. Sansom), Middlesbrough. Cook, P. J. (L. L. Moore), London, 

Billingham, B. M. (J. C. Parsons), Birmingham. Corey, A. W. (D. R. B. Smith), London. 3 

Binns, E. (D. K. D. Shaw), Manchester, Cotton, P. R. T. (J. 8. Harrison), Leeds. 

Bird, J. D (H. P. Patterson), London. Couldrey, I. (H. E. oe London. 

Birrell, J. D. (J. C. Boyce), Bradford. Courtiour, J. B. (H. E. Cooper), Bristol. 

Bispham, G. (J. B. Brierley), Oldham. : pes, GT (C. Gildon), Middlesbrough, ° 

Bloch, L. J. (B. Braham}, London, Craig, R. (D. J. Hadley), Birmingham. 

Blower, J. S. (M, D. Wilkie), Wolverhampton. Croft, W. D. (J. Winn), Newcastle upon Tyne, 

Blundell I, E. T. (B. A. S, Soole), London. Crozier, N. M. (F. W. Se Leeds. 

Bolton, J.-C. F. (W. C. Bolton), Manchester, Cruickshank, J. McI. (H. D. Leete), Manchester. 


p # See also Certificates of Merit above. 
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Cunliffe, G. (F. A. Pitt), Manchester. 
Curran, J. B, (J. C. M. ae e Swansea. 
Cutter, B. VW. (L. R. Binns), London. 


Davies, D. W. (R. Ñ+ Burford), Cardiff. 
Davies, P. T, oF , Eilbeck), Liverpool. 
*Davis, T. C. e . B. M. Smith), Plymouth. 
Daykin, J. (R. H . Cromarty), Nottingham. 
de Eeer du Mée, P. R. (Sir H. G. Howitt), London. 
Deeker, J. See: A. Deeker}, London. 
Delaney, D G M. (R.-G, Wallis), London, 
Dewar, R. G de Johnson), London. 
Dhar, g (J. E. Park), London. 
Da SC Roth), London. 
d d, J. M - (W. W. Brown), Birmingham. 
Dodd: W. D. W. (P. M. epee ee 
Doe, D. L. Zb, E. Barger), L 
Donaldson, G. McC. (F. B. ce) Sunderland. 
Drew, D. (S. A. Mapus-Smith), King’s Lynn. 
Druce, S. (M. Lytton), London. 
Durrans, P. G. (D. J. Gow), Bournemouth. 


Edwards, J. A. (E. F. G. Nettleton), Bradford. 
Elliott, J. A. (J. S. Holloway), Wolverhampton. 
Elliott, P. A. (F. C. S. London), London. 
English, M. J. (W. Swinburne), Preston. 
Evans, A. B. (R. W. West), London. 

Evans, R. (H. B. Mir aen London., 
Evennett, D. E. (W. H. Blaxland), London. 


Fardell, M. J. (H. SS Bradfield), Nottingham. 
ffoulkes-J ra J. D. (G. Walmsley), Wrexham. 
Fitton, D TK . Kinnis), Grimsby. 

e J SE . Smith), Maidstone, 
Foster, L. J. (C. H. Moors), Liverpool. 

Foulger, N. (1. H. Wilkins), London. 

Fox, D. K. (A. G. Thomas), Sheffield. 

Frampton, M. G. S. (T. C. Pepper), Birmingham. 
Franks, H. L. (A. Rothburn), Manchester. 
Freeman-Attwood, Ce A. C. (J. G. Hickmore), London, 
E e D. (J. R. Mead), Coventry. 

Fyffe, G. G. (T. T. John), London. 


Gale, J. A. (H. P. Patterson), London. 
Gammon, J. E. R. (W. G. Medlam), London. 
ogre E. O. (A. G. Warne), London. 


. Newbald), London. 
Gilks, G. L. (T. B. Quail), Nottingham. 
Gill, D. G. (A. D. Saward), London. 
Gledhill, D. M. (E. F. Walker), Nottingham. 
Godfrey, P y. Z, (W. R. EEN London, 
Goldsmith, P, E. (T. J. Bond), London. 
Goodfellow, SE (D. Webster), London. 

sT Patterson), London. 

. G. Ayling), Bournemouth. 
Gray, D. R. íH. W. Fisher}, London. 
Greaves, A. Gi T. (H. L. Bangham), Swansea. 
Greening, D . C. (A. Cowdy), Portsmouth. 
Greenwood, ©, (F. V. Lambert), Halifax. 
Greenwood, T. (G. E. Morrish), London. 
Griffiths, J. H. (D; T, Jeremy}, Swansea. 
Groves, J. T (S. P homas), Birmingham. 
Gyoury, H. W. (P. `C. Watt), London. 


bi: 


Hague, A. (F. L. Prusmanh), Manchester. 

Halford, F. (C. A. Harrison), Bradford. 

Hall, M. W. (R. P. pe Newcastle upon Tyne. 

Halliday, I. F. (G. P. Norton), Huddersfield. 

Halpern, B. (G. M. Bickerton), Manchester. 

Handy, K. F. (R. Philp), London. 

Harlow, D. P. (FI. Sutherst), Manchester. 

Harrill, H. R. (D. A. saad London. 

Harris, M ; dl Spen gol ondon, 

Harrison, P TGE H. Smith), Scarborough. 

Harrison, P. Ç, (A. A. Lough), London. 
W. E. C. Offer), Oxford. 

š (A. C . Coe), Skipton. 

D Mann), London. 


‘Hinton, a 
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ee P. A. (G. R. Mackay), London. 
Hicklinz, B. T. B. Quail), Nottingham. S 
Hicks, J, C. (D. R. rn, London. 
. Š. Foden), Cardiff, 

. Stevens), London. 
° ` (N. Johnson), Chester. 

H. Grant), Leicester. š 
, Holman), London. 
rlow), Bolton. 

. B. Flint), Birmingham. 

Ke ee Wisbech. 

Lane), Folkestone. 

ele Tie Norwich. 
. A. Mor ee Swansea. 

. McNeil), Hove. 


SEN 
m, ei 


Hirst, 
Hoffman, C 
Holden, J. L 
Holmar, K. 
Holt, D. L. 
Holt, P. L. 
Hook, D. W. 
Hopper, R. 
Howard, E. 
Howard, J 
Huggons, D š A 
Hughes, A H. Bond), Preston. 

Hughes, D WV. T. Edmonds), London. 

Humble, A j. (G. Anderson), Newcastle upon Tyne. 
Hume, J. A. (C. W. Norton), London. 

e A. R. oe P. Winter), Newcastle upon Tyne. 
Hyde, G. R. (H. H, Kilvington), West Hartlepool. 


s 
<. D 


— ory DÉI 
SR 


SCH 
SES 


Irsai, Z. (K. L. Collin), Sheffield. 


James, F. C. (B. Baddiel), Swansea, 
Jarvis, J. (C. A, aa) London. 
Jellis-Baldock, D E. (8. J. Baker), London. 
Jennings, J. C. (J. 2 Stephens), London. 
John, G. W. (W. A. Clubb), Cardiff. 
A. B. (J. J. Baker), London. 

Johnson, A. D. (M. E. Askwith), London. 

G. (A. Rigby), Manchester. 
. M. (H. A. Esden), London. 
. M. H. (G. H. D. Davies), Carmarthen. 
. D. (J. E. Allen), London. 


. ŒL L. Ward), London. 

7. R. (A. H. Walton), Manchester. 
. (H, B. Marsden), London. 
. (P. S. Hawkings), London. 


Kay, P. C. (W. G. Kay), London. 

Kaye, J. M. (J. M. O. Leeds. 
Kemp, M, L. (C. L. Kemp), Liverpool. 
Kempton, K. W. (W. A. Davies), London. 
RNN R. A. (R. H. Shipley), London. 
King, J. F. (N. A. Wiseman), London. 
King, J. R. (C. Jordan}, London. 

Klee, G. P. (D. R. Andrew), Gt. Malvern. 
Knight, J. R. (T. G. Threlford), London. 
Kreditor, G. (B. Leigh), London. 


Lambden, M. G. (B. A. W. Fox}, London. 
Lancaster, K. F. (J. W. eee), Birmingham, 
Landsman, M. (J. Pollard), London. , 

Lane, J. G. (C. Travis), Manchester. 


ane, P. J. (H. C. Castle), Birmingham. 
Large, C. G. (E. Royce), Manchester. 
Latham, D. F. J. (H. W. V. Lodge), London. 
Latif, S, (B. Hennell), London. 
Lavender, J. C. (K. A. Buxton), Nottingham. 
Lawrence, G. C. (G. L. Couch), Ruislip. 
Leach, J. W. B. (F. W. Lloyd), London. 
Leech, M. R. (C. V, Smith), Cheltenbam. 
Leigh, J. M. (C. McCabe), Maidstone. 
Lenygon, B. N. (J. A. Calverley}, London. 
Levinson, P. D. (B. Myers}, Manchester. 
Levy, A. C. (S. Conway), London. 
Lewis, H. J. (C. Boase), Liverpool 
Lilley, J. P. U. (G. E. Millson), London. 
Linsdell, J. A. (P. J. Madge), Southampton. 
Linfoot, GLA 


. (W. A. Heap), Bradford. 
Lloyd-Jones, Pe C. (K. H. Gibbons), Bristol. 
Lyon, T. J. A. (S. Hague), Liverpool. 


I. W. (E. L. Davies}, London. 
C. (H. J. Gittoes), Birmingham. 
Main, J . L. R. (T. 5. Hassal), Liverpool. 
. S. (J. D Shepard), London. 
Marle e KÉ Barrett), Leeds. 
B. (C. P. Twemlow), Crewe. 


Mee? . (L. y. Reddall, London. 
Massey, P. F. (J. K. Dick), London. 


* See also Certificates of Merit above, 
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Mead, D. F. d B. SE London. 

Meadows, C G. (W. H. Shaw), GEES 
Mellers, R. H. (R. Barlow), Ge New 
Michaelson-Yeates, I. A R. O. Slater), London. 
Mills, A. e (L. Blackie), idee 

Milne, J. N. (R. T. Walters), London. 
Miskin, G. R. A. (G. D. F. Dillon), London. 
Mitcheson, G, (R. Lofthouse), Sunderland. 
Monod, E A. (C. T. W. Brewster), Watford. 
Moore, P . Š. (H. McD. Morison), London. 
Morris, T. (E. P. D. Taylor), Liverpool. 
Mound, B. W. (G. C. Jarvis), London. 

Moys, J. E. ae G. Larking), Maidstone. 
Murray, A. E. (E. Caldwell}, London. 


Neill, Miss M. ig Maes Š. Dixon), London. 


de e E. amen London. 
.( . McLaren), London. 

Nicholson, p. A Allured), Manchester. 

Norman, K. 8. (W. L. Coulton), London. 


O’Brien, T. M. (W. GC St Annes-on-Sea. 
Olsen, D. (W. M. H. Nash), Weston~super-Mare. 
Osborne, W. CH A. baa, Northampton. 
Osindero, E. À. (R. F. Harding), Brighton. 
Ost, R. A, M. (J. Thomason, jun.), Manchester. 


Palmer, K. (E. E. Newbald), London. 
Pannaman, J. G. (W. Rosser-James), London. 
Parkinson, & H. (F. W. n eman Preston. 
Sei (R. H Benbow), Northampton. 
Parry, O. A. (E. T. Shepherd), Cardiff, 
. H. (A. R. Stacey), London, 
I. G. de Mesquita}, London. 
Se M. T (W. R. Denotes Sheffield. 
Payne, R, W. won (W. G 


Penlington, R. I. (W. H. SUR London. 

Perry, P. C. (G. D, Midgley), London. 

Peterken, J. P. (W. R. Jenkinson), Sheffield. 

Peters, A. (E. Humphrey), London, 

*Phillips, G. (C. Fenton), London. 

Phillips, P. W. (H. E Deeker), London. 

Philpott, A. J. (O. B. T. Bennett), Oxford. 

Pilcher, `M. Ë, M. (G. H. Carbutt), L.ondon. 

Pittock, F. (G. J. W. Bean), London. 
Pleydell-Bouverie, S. (R. Philp), London. 

ns C. E. (B. Gilbert), London. 

Pope, R. R. (A. C. Palmer), Bristol. 

Potier, A. W. Kei F. T hornton), EES 

Preston, J. (A. O. Jefferys), London. 

Pringle, R. H. (L. H. Weatherby), London, 

Pyné-Gilbert, D. J. (H. W. Norman), London. 


Quick, E. H. (W. N. Hoyte), Exeter. 


peli, Mae E. P. (E. E. W. Mullett}, London. 
Raw, J. W. OS Pigs ey London. 

Redman, D. (H. G. Gregory), London. 
Reeves, D. J. (B. D. Beeston), London. 
Reynolds, K. McC, (D. A. J ackman), London. 
Richardson, D. (H. T, Ogden), Cheltenham. 
Rider, M. G. (A. Henderson), Middlesbrough. 
Riding, T. L. (J. Sch ae Blackpool. 

Ritson, J. M. (L. E. H. Bolton), London. 
Roberts, A. (F. R. Tillett), London. 
Robertshaw, T. M. D. (J. C. J. Clark), Hove. 
Robertson, rg W. (F. Hiscocks), Liverpool. 
Robinson, A. (A. E, Campbell), Manchester. 
Robinson, J. K. (W. B. Waite), Barrow-in-Furness. 
Robinson, P. H. (G. A. Bell), Manchester. 
Rodrigues, D. E. (L. E. H. Bolton), London. 
Rose, G. 8. (K. B. ee Manchester. 
Round, T. P. (G. W. Percival), Birmingham. 
Rowberry, B. T. (A SE Leach), Hereford, 
Rowland, A. E. (T. l. Hanmer), Liverpool. 
Rowlatt, R. N. (E. T. Wallis), Kidderminster. 


E. 
Sadd, R. L. tF. H, C. Christmas), London. 
Sadler, D. G. (R. R. Bailey), Liverpool. 


Samuel, J. H. M. (H. Fraser), London, 
Sandbach, P. W. (T. D. Thornley), Manchester. 
Savin, L. E. (W. L. Rowland), London. 


G. J. I nos, Brighton. 
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Schofield, G. F. (F. M. Schofield), Manchester. 
Scott, M. J. (H . D, Sheldrake), Chelmsford. 
Sellman, R. (H. Cook}, Wolverhampton. 


Seymour, J. (H. SE London. 

Shakespeare, J ae (W. E. Quance), Birmingham. 
Shepherd, J. W. F. (G. F K. Morgan), Cardiff, 
Sidebottom, A . K. (J. S. Darwell), Blackpool. 
Silverstein, A. (W. E. Emms), London. 

Simkins, P CN (F. H. Taylor), London. 
Simpson, B. M. (J. L. pape Market Harborough. 


Slaney, A. K. (A. J. R. Slaney), Worksop. 
Slaven, J. A. (C. H. McKnight), London. 
Slavin, 5. CH. O. Raphael), London. 
Sloan, J. S. (H. W. Nope ay: London. 
Smallbone, D. J. K. (J. E. Critchley), Oxford. 
. J. (V. T. Edmonds), London. 
Smith, H. G. (L. A. D. Winter), Truro. 
me J. A. CH (D. R. B. Smith), London. 


mith, P. D. P. (W. G. Abbott), London. 
Smith, T. A. (W. E. Cox), Birmingham. 
Sopher, V. (M. Garvin), London. 


(M 
Speight, À. J. P. (C. R. Gaulter), Blackpool. 
Spiro, A. S. (C. W. Raw), London. 


Sprackling, J. H. (H. 8, Widgery), Hereford. 
Stanley, J. M. (P. H. Dobson), Leeds. 
Stannard, G. M. (H. Hall), Norwich. 


Stanton, C. G. (D. J. Black), London. 
Stern, H. B. (T. Altman), London. 
Sternschuss, H. H (Miss L. Scott), London. 
Stoker, J. M. (F. B. Leithead}, Sunderland. 
Storer, R (K. Fie oe Coventry. 
Stringer, de de C. (A. C . Falkner), London. 
Sugden, P. D. (E. H. Newman), Leeds. 
Sulkin, R. (C. M, Luck-Hille), London. 
Susskind, P. C. (V. Sklar), London. 
Sweetman, N. A (A. C. Jones), London. 
Swindell, N. G. (W. R. Tomkinson}, London. 
Symons, E. (P. S. Potter), Newport, Mon. 


To Ze E E D. West), Liverpool. 

Tatar, R. Z. (A. L. Morell), Nottingham. 

Taylor, G GC (H. Price), Eastbourne. 

Taylor, W. vi Forshaw), Manchester. 

Tennent, J. M oe J: Ze dges), London. 
Theobald, Ze . (C. G. Larking), Canterbury. 
Thomas, H. S . (È. B. Vanstone, Manchester. 
Thomas, W. J. B. (E. S. Foden), Cardiff. 
Thompson, A. C. R. (C. M. Skinner), Manchester. 
Thompson, C. (W. S. Carrington), London. 
Thorpe, H. (H. Tunstall), Manchester. 

Thurling, M. (R. W. Allot, Worksop. 
Thursby-Pelham, H B. G. (H. C. Williams), London. 
Thurston, Miss 1. E. (V. A. S Goddard), London, 
Tinsley, E. A. (W. W. Powell), Leeds. 

Titterton, R. G. (R. S. Yates), London. 

Tosh, I. (J. Snow), Scarborough. 


Travis, di RN . Cox), Manchester. 

Trotter, N I G. (R. Si Bol ton), Newcastle upon Tyne. 
*T'schaikowsky, D. J. N. (D. D. Kidson), London. 
aer se J. W. (F. R. Coad), London. 

Turner, J. R . (N. G. Phillips), London. 

'Twogood, D. À. (G. Grayrigge), London. 

Tyne, D. T. N. (E. T. Coulson), Scarborough. 


geg M. R. (W. E. Carnelley), London. 
Vallance, L. D. (T. P. Vallance), London. 
Venning, B, B. (W. G. Campbell), London. 


Wade, G. C. (W. A. Shapland), London. 
Walden, J. F. (W. W. Bigg), London. 

. (H. A. Hawes), London. 
Walker, A. SE (D. A. Rolph), London. 
Walker, J. D. (C. T. Plant), Derby. 

Ward, 8. (1. C. SE Letchworth. 
Wardropper, J. A. (D. B 
Wassermann, H. (F. C. G: Holcroft), London. 
w u R. D. (T. W. G. Mitchell), Bradford. 
Watts, T. Man H. Wee ere 


Williams, J. 


* See also Certificates of Merit RER 
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Ward), Newcastle upon Tyne. 
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*Williams, R. R. (G. B. Elphick}, Chester. Witzler, A. (R. A. C. Mordant), London. 
Williams, R. W. (M. C. Stothert), Bournemouth. Wright, Miss K. M, (J. Toulmin), Preston. 
Williams, VW. D. (D. F. Jewers), Plymouth. Wright, W. B. (L. W. Robson), London. 
Willis, A. R. (W. V. V; Eggleton), Gloucester, 

Wilson, T. P. (A. W. Coleman), London. Yard, J. G. (F. G. F. Drake), Bridgwater. 
Winner, A. J. (L. H. Fink), London, Young, D. W. J. (P. S. James), Sidmouth. 
* See also Certificates of Merit above. 
421 Candidates passed. l 472 Candidates failed. 


O. C. Railton Prize for the year 1954 
Barrows, Peter William (London). 
Bhargava, Kamesh Prasad (Manchester). 
(May 1954 Final Examination) 


- INTERMEDIATE EXAMINATION 
Held on November 23rd, 24th and 25th, 1954 


Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the Frederick Whinney Prize and the Plender Prizes for the Book-keeping and SE 
‘xecutorship) and the ear ages and Cost Accounting papers 
Meade, Eric Cubitt (A. W. Sarson), London. 


Second Certificate of Merit ez the Stephens Prize 
Scarles, Ronald Michael (F. G. Baker), London. 
Third Certificate of Merit, the Tom Walton Prize and the Plender ae for the Book-keeping and Accounts (Partnership) paper 
Bartlett, Gerald Philip (G. S. Elliott), Godalming. 
Fourth Certificate of Merit and the F AE a EAR Dudley Hewitt, D.F.C., Prize 
Farr, Kenneth Anthony (H. D. Collins), Southport. 
Fifth Certificate af Merit 
Kendall, Donald (S. R. Herrick), Leicester. 
Varah, Malcolm Gordon (G. W. Roberts), Bradford. 


Seventh Certificate of Merit 
Rogers, Bryan Keith Humphrey (C. W. Smee), London, 


S Eighth ray gi of Merit 
Booth, Ian Gordon (J. K. Dick), London. 


Ninth Certificate of Merit 
Read, Michael Robert (W. H. Arden), Manchester. 


Tenth Certificate of Merit 
Dorman, Gerald John (E. H. Brandt), London. 


Eleventh Certificate va Merit 
Gammage, Antony Marshall (D. H. Collier), London. 


Twelfth Certificate of Merit and the Plender Prize for the Auditing paper 
Lister, Joseph Kenneth (B, Asquith), Leed 8. 


Twelfth C SCH of Merit 
Waddington, Brian (T. S. Rawlinson), Bradford. 


Fourteenth Certificate of Merit and the Plender Prize for the General Commercial Knowledge paper 
de Saram, Rex Stanley (A. F. Norman), London. 


Fourteenth Certificate of Merit 
Berry, Daniel J. H. Cooke), King’s Lynn. 


Sixteenth Certificate of Merit 
Palmier, Alexander Percival (R. W. L. Clench), London, 


+ 


Full List of Names of Successful Candidates 
(in alpbabetical order) 


Abbott, A. D. (H. K. Easton), Birmingham. Arnold, P. R. (W. E. Chapman), London. 
Abbott, D. E. (F. J. Eves), Colchester. Ashford, P. D. oe Morris), London. 
Adams, A. K. (T. S. McIntyre), Derby. Ashton, DI (I. Hewitt), Hull. 
Adcroft, P. (E. Rawcliffe), Blackpool. Ashton, W. W. (E. F. G. Whinney), London. 
Ainscow, J. D. 8. (F. E. Francis), Leamington Spa. Assenheim, A. H F `Dal e), London. 
Aitken, R. W. (P. J. Chaplin), London. Aston, R. (J. B. Diggle), Manchester. 
Alderson, W. I. R. (H. J. Sargeant), West Hartlepool. Atherton, B. T. (R. L. Davies), Northwich. 
Aldrich, Miss V. J. (S. R. Aldrich), Preston. Atkins, C. R. oo W. Smith), Huddersfield. 
Alfiatt, M. E. (A. E. H. Benard), London. Atkinson, B. S. (M. Myers), Leeds. 
Allen, R. T. (G. G. Neie orwich. Attree, A. H. (G. P. Clarke), London. 
Anderson-Morshead, R. J. D. (T. elef Ge London. 
Andrews, N M. G. (P. H. Champness), London. Bacon, D. H. (G. Talfourd-Cook), Reading. 
Andrews, N. T. (H. Sadler), Birmingham. Bailey, A. M. (C. nO Sunderland. 
Ankjaer, C. C (R. S. Yates), London. Baker, J. H. (H. S. Baker}, London. 
Aastee, N. K. (B. H. Jones), Reading. Banham, J. (H. Appleyard), Dewsbury. 
Applebee, J. W. (G. A. Morgan), Swansea. Barman, J. H. (R. s Paterson), London. 
Appleton, G. F. (H. C. Mounsey), Liverpool. Barnard, J. 8. (A. E. D. Tribe), Bristol. 
Archer, Z A. (H. D. J. Haines), Hereford. Barnes, P. M. (A A. W. Wheeler), Tamworth. 
. Arnold, C. B. (T. G. Austin), Leicester. *Bartlett, G. P. (G. S . Elliott), Godalming. 

Arnold, K. N. (A. J. Leach), Hereford. Bates, D. J. (R. R. Giles), London. 

- Arnold, M. J. (G. M. Harrison), Horsham. Bates, W. A. (H. Dowd), Liverpool. 


* See also Certificates of Merit above. 
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Battershill, Mrs N. V. (R. M. Grainger), London. 
Bayliss, M. J. (K. J. d'A. Mason), Birmingham. 
Bennett, D. (M. Bennett), London. 

Bennett, D. W. W. AS: C, Stables), London. 
Bentley, M. J. (E. L. Dussek), London. 

Berger, M. H. (A. Goodman), London. 

Hedda ag D. M. a. C. Morgan), Plymouth. 


zC; ‘Ball Halifax. 
ull. 


*Berry, D. (J. H. C s King’s Lynn. 
Bertolaso, R. A. (C. E Ce Nottingham. 
Bhasin, Ç P. (W. F. ei Marwood), London. 
Bird, P. C. J. (A. W. Wheeler), Tamworth. 
Birkin, J. R. (F. H.T an Lincoln. 
Blease, C. J. T. (D. E. Webb), London. 
Blinkhorn, A. (W. E. Blinkhorn), Bolton. 
Bloomfield, A. S. (L. Gibson), London. 

. R. C. (W. T. Hunter), Maidstone. 

“hi 


Boughton, J. 
Boutle, G. C. (1. W. 

Bowyer, 1. R. (C. P. Mabb), London. 

Bradshaw, K. (G. A. Box), Blackpool. 

Braithwait, P. (A. G. Thomas), Sheffield. 

Breese, B. A. (R. Kë Davis), London. 

Brighouse, N. D. (R. G. R. Sisson), Great Yarmouth. 
Broadhurst, J. R. (H. Hey), Manchester. 

Bronnert, J. (A. Golland), Manchester. 

Brooks, AS. (C. Haywood), Bolton. 

Brown, J. D. (J. A. Crisp), Newcastle upon Tyne. 
Brown, W. M. CT E. Entwistle), Liverpool. 

Browne, A. (C. L. RECH Macclesfield. 

Bryant, A. J. F. J. R. Dyas), Wellington, Salop. 
Burgoine, J. K. (J. Ha 1), Bury. 

Butson, R. K. (A. Fletcher), Salisbury. 

Butters, P. S. (H. E. J. Fowell), London. 
Butterworth, R. J. L. (E. T. Shepherd), Cardiff. 


Candy, J 1. D. (T. B. Hughes), London. 
Candy, R. C. (R. Sucti!ll), London. 
Cardno, P. C. (J. G. Turner), Huddersfield. 
Carrington, P. J. (W. Archer), Manchester. 
Carter, R. N. (G. R. Fry), London. 
Carter, T. C. (B. Wilton), Bexhill-on-Sea. 
. A, Bryden), Scarborough. 
Catlow, P. A. (D. C. Smith), Burnley. 
Charlton, P. B. (R. Fawcett), London. 
Charlton, R. T. S. (R. D. Fraser), London. 
G. A. ge Kettering. 
ous pe, E. J. W. (A. C. H. King), London. . 


B 

SES Leeds. 
B. T Wilde), Birmingham. 

de be Newport), L 

M. (T. D eet Sheffield, 


Cocke R. M. (W. À, T. Matheson), London. 
Coleman, E. P. (G. R. ee Ve on. 
Cook, P. A. (W. M. Morison), London, 

Cook, P. C. H. (H. cn Manchester. 


Coope, W. M. (C. R. Bellis), Bolton. 

Cooper, K. (A. J. Bradshaw), Warrington. 

Copping, R. G. (E. M. Smith), London. 

Cotton, B. J. P. (F. E. Ware , Chichester, 

. E. (C. O. Saxby), Birmingham, 

Cresswell, C.E . H. Smith), Sunderland: 

Crofts-Bolster, R. G. R. (B. D. porron London. 
. H. Mitchell), London. 

G: J. W. Kent), Colchester. 
Croudson, P. (F. D. C. Atkinson), Leeds, 
Crowe, F. M. (H. Anderson), Cleckheaton, 
Cunningham, A. (H. Rothwell), London. 
Cunningham, K. W. (H. T. Nicholson), London. 
Cureton, H. W. Q. F. Cleeve), Liverpool. 
Cutts, A. S. (D. H, Ortmans), London. 


Dane, M. W. S. (H. N. Wylie), London. 
Dn. ie A. (R. E. Beckett), Walsall. 
Davis, P. D. (B. Davis), London. 

Dell, N. R. (N. Spiro), London 

Dempster, L. T. J. N. Thurgood), London, 
*de Saram, R. S. (A. F. Norman), London. 
Dhawan, K. (J. F. Atkinson), London. 
Dibb, P. J. (F. Binns), Huddersfield. 

= Dixon, B. (J. Dar: Oldham 

Dixon, G. S. (T. B. Read), North Shields. 
Dixon, H. F. (F. R. Dixon), Leicester, 


F 


*Gammage, å. M. (D. H 
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*Dorman, G. J. (E. a Brandt), London. 


Dorman, L. A. (E. D. Lamb), London. 
Dove, S. S. (A. S. Sokel), London. 


Edwards, C. B. J. (S. P. Quick), London 
ee 3 36 M. Š. (N. Pattison), Neweasde upon Tyne. 
Ellis, J. R . (1. G, Raymond), Chester. 


Fargher, W. G. (R. Bibby), Manchester. 
ee Í; A. C. TOn R. Davies), Dorking. 
Farr, B. H. (P. F . Granger), Nottingham. 


*Farr, K. A: a H. D. E A Spui Epor 


Field, J. W. © W. packet), Torquay. 
. G. (A. Pickstone), Manchester. 
Fisher, N. (5. Kier London. 


Fletcher, J. H. (D. C ' Thomson), London. 
Flint, R. J. (J. B. Bëscher) Oldham. 
Flory, P. C. (A. G Gunn), London. 


Foot, R. Z F. L. EE Derby. 
Foster, I. SE e G. Hurst), Liverpool. 


E D. (P. L . Oliver), „ondon. 
Fox, G A Ri Pollott), London. 
fom, eG T. Light), Warrington. 


Frankland, ku S Ay A. Hamlyn), London. 
ranon ]. H. (D. E. F. Green), Luton. 
Franks, B. (R. N. J. Bell), London. 
Franks, J. D. (A. G. Touche), London. 
Free, I. E. T. (G. P. L. Hudson), Stroud. 
Freedman, M. (E. C. Silver), London. 
Fulton, G. M. (W. G. Wilson), Liverpool. 


. Collier), London. 
Gannon, G. F. (W. N. Mitchell), Newton le Willows. 
Garbett; J. L. G. (W. 

enti ey D. J. (T. W. Pell), Nottingham. 

Gay, J. E. (S. Fawcett), Salisb u 

Geoghegan, ies K. M. Harvey), Liverpool. 
Gerrard, R. K U Higson), Bolton. 

Gertler, 'H. G ENER London, 

Godfrey, E. G, H. (A. Royle), London. 

Gold, R. R. (N. W. S London. 

Golding, big E. (R. O. McArthur), London. 
Gosling, E. T. E A. „ Clemence), London. 

Granger, M. E. N. Jackson), Derby. 

Gravett, M. L. i G: J. Horton Stepheni) Brighton. 
H. D. d A. Pitt), Manchester. 

Green, V d (E.C re eat Leicester. 
Greenhalgh, H. (T. ` H. Park er), Manchester. 
Greenslade, D. J. (A. Jacob), London. 

Gregory, A. (T'. R. Swallow), Oldham, 

Gregory, W. G. (J. R. C. Weber), Cardiff. 

Griffin, J. P. (A. C. Falkner), London. 

Griffiths, R, F. (W . Š. W. oo London. 

Grozier, D. R. L. (F. K. Berry), sos; 

Gunn, J. A. (A. J. Wheeler), Exete 

Gunson, P. J. (G. 8. Murdoch), Blackpool. 


Hack, R. H. (G. B. hD) Chester. 
Haddleton, D. K. (J. Š. Tems), Oxford. 
Hadley, M. J. ee H. How), London. 
Slade), Manchester 
V. 


= 
me 
= 
gF 
— 
GE 


Hamilton, W. ee wi E Ee 
Hanks, A. J. P. (J. L. Wannan), London. 

Hardcastle, A. d K. (L. H. Weatherley), London. 
Hardman, G. A. Sie N. Coope), Bolton. 


ardy, P. E. (C. Britten), Manchester. 
Hares, N. H. (F. G. Batty), West Bromwich. 
Harmon, R. B. (W. R. Coope), Nottingham. 
Harper, J. A. (H. D. ae) Walsall. 

arries, J. C. (A. Davies), C 

arris, E. C. (T. Y. Whittingdale), London. 
Harrison, J. D . (R. St C. Page), Nottingham. 


ro 
Hart, A. E Pe rcival), Manchester. 
Hartley, B. N. (F. K. Murfitt), Nelson. 
Haslam, F. J. (F. Haslam), Warrington. 
eres D. R. e R. Goulder), London. 


Hay, C. H. (G. H. Smith}, Scarborough. 

l e 1 (D. M. D. Raper), London. 

Hewi P (W. R. Burrou gh), London. ° 
Hicks, D . G. (F. G. Jenkins). London. 


Hill, A. R. I. (B. C. Neal), London. 


* See also Certificates of Merit above. 
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A. Balderstone), Wellington, Salop. 
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Hiller, R. J. C. (E. K. Wright), London. 


Himmel, A. J. (R. L. Latimer), London. 

Hockey, B. L. (C. L. Oliver), South Shields. 

Hodges, D. J. KE B. L. Murison), London. 
ogg, R. D. (A. C. Coe), Skipton. 

Holland, D. H. R. (Sir A. R. Smith), London. 

Holmes, B. 5 (C. F. Bland), Colchester, 


Holt, M. C. A. (D. E. Webb), London. 
Hopkins, J. A. M. (W. G. Abbott), London. 
Horrell, P. J. (A. A. Davies), salar 
Howarth, R. (F. A. SC Huddersfield. 
Hughes ones, T, R. (W. T. Matthews), Caernarvon, 
Humphreys, D. E. (W. T. ‘Tanser), Leicester. 
Humphries, P. W. (E. W. Dowdy), London. 
Hunt, D. E. (W. A. Clubb), Cardiff. 

Hunt, I. B. Es J. Pollard), Taunton. 
Husband, ty . J. (B. Baddiel), Swansea. 
Hutchison, A. J. (J. A. Hill), London. 


Innes, CH A. ee V. F. Crowther), London. 
Ivison, R. M. (W. M. Ogle), London. 


Jack, R. (L. J. Culshaw), London. 

Jackson, B. J. (R. W. West), London. (Plender Prize ~ the 
E and Se oe Companies) paper.) 

Jacobs, D. ee, Green), London. 

e e . (B. A. Coakeley), London. 

James, W B. (H. D. Radford), Birmingham. 

er . (A. SG L. Puckle), London. 

Jarvis, R . G. te . Bell), London. 

EK M. C ee I. poet eee 


Parker), London. 
S. Major), Birmingham. 
Joseph, Je A (L. J. Sparshott), Birmingham. 


7. (P. Cooper), Newcastle upon Tyne, 

Kelud, Df (G, A. Molineux), ane on. 
Kelley, J . F. (T, CR Burdon), Bradford 
Kee? L D. (S. R Zeng Leicester, 

Kidd, R. A. G. (F. Pragnell}, Nottingham. 
Kings, GG (H. SS Cadman), Birmingham. 
Kinsley, d T.G. H . Curtis), London. 
Knight, M. A. (J. G. Harper), Guildford. 


Lambert, IM. A. (L. V. Smith), London. 
Lancaster, A. W. (H. Lemmon ) King's Lynn. 
Lane, S. e E W. . Leeds. 
Lapish, J. I. G. (J. C. Boyce), Bradford. 
Lawrence, E. N N. (A. G. Browning), Rotherham. 
Lawrence, P. M. (G. G. Goode), Birmingham. 
Learner, 'T P (G. W. Hunt), London. 


Lee, R. A. (C. N. Lee), Bradford. 
Legg, D. C. (J. B, Watling), Bristol. 
Lemn M. (R. F. Mason), London, 
Lewin, M. G. (Wallace Cash), London, 
Limmer, CG J. (P. W. Beale), Worthing, 
Lines, P. J. (W. G. Kay), London. 
Baas oe (B. Asquith), Leeds. 
Little, C. A. (F. Boyce), Bradford. 


W. 
Lock, J. M. (Er. G. Harding), London. 
Longbottom, K. S. (G. G. Smith), Huddersfield. 
Pe E. (B. Barnett), Mansfield. 
F. L. (Sir Harold Gillett), London. 
G. H. (R. J. Brooks), Liverpool. 


McAuliffe, T. M. (E. D. Veto London. 


McCann, T. W. (D. D. Wil ae Tendon: 
Macdonald, C. A. (D. M. Frame), H 

ackay, S. C. (R. W. Minns), ten 
“Mackinnon, R, (H, 5. Dunk), Dartford. 
MacMillan, D. C. (J. Sharp), Carlisle. 
Macnair, R. J. (C. H. W. Powell), London. 
Macraq À. H. M. (J. T. Corbett), London. 

G. Lewis), Liverpool. 


Malley, W. L, (W. 
Marks, D. I. (M. 
Marlow, D. E. (K. 


wn: 
ae 


erman), London. 
ohnson), Leicester. 


SE 
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Martin, G. H. (J. B. s egy London. 
Martin, I. D. (K. C. Pollock), Rochester. 
Mason, A. F. Jukes), Brighton. 


J. (B. 
Mason, F. J. (C. L. Dain), Lichfield. 
Matthews, J. L. (C. E. Corney), Birmingham. 
Mattison, J. (K. L. Morton), London. 
ax, L. (J. R. T. Waldron}, London. 
*Meade, E. C C. (A. W. Sarson), London. 
Meares, AT (A: C. Heyward), London, 


Midgen, H. (J. T SC London, 
Millar, T. e (F. G. Peacock), London. 
Miller, D. B. (R. P. Smith), Chorley. 


Ne B. (H. Cook), Woke emptor: 
Minns, B. D. (P. C. Watt), London. 
Mitchell, T ao Ko H. Hamer), Hebden Bridge. 
Mitchell, J W. (R. B. M. Knight), Brighton. 
Mizen, P. R Francis), London. 
Monkman, R. (J. G. Beaumont), Leeds. 
Montague, H. C. (J. H. Maunder), Dorchester. 
Morris, T. A. P. . Cocke), London, 
Mortlock, A. C. (C. L `Steen), London. 
Muckle, Miss E. R. (A. C. Lucas), London. 
Muffitt, B. T. (T. e EC kloe 
Mundy, ÀA. D. (R. isma London. 
Murray, B. G. (H. C. Hepworth), Manchester. 


(H 
Narracott, A. M. J. (J. B. Chilcott), South Molton. 
Nassim, K. G H. L. Layton), London. 
. (E. N. Macdonald), Liverpool. 
. H. Stone), Birmingham. 
Newman, F. R. (C. Cantor), London. 
i Y. (H. A. Beale), C orena 
Nicolle, Sc? W. H. (F. Avison), Oldham. 
oble, A. R. (J. A. Coenen): reen upon Tyne. 
Norey, R. G. (F. H. Taylor), London. 
Nuttall, G. E. (F. W, Knowles), Cleveleys, 


Oddy, G. M. (N. SE Dewsbury. 

Olivier, J. J. J. (L. H. Davies), London, 
Cie Dh B. R. (S. Roden), Birmingham. 
Otter, D. J. (P. R. Spooner), vee 
Owen, E. 1 (B. G. Davison), m Spa. 
Owen, E. W. (G. ca London. 

Owers, D. R. (J. C. Smethers), London. 


Painting, M. J. (J. M, Freeman), Newbury. 
Kë . E (R . L. Clench), London. 


Parsons, A. W. (D. KZ 
Patel, I. B. (G. J. W. SN London. 

ee R. H. C. (F. L. Moore), London. 
Payne, K. E. (K. Johnson), Leicester. 

Peak, M. F. R. (T. W, Dargue), Stratford, Essex. 
E Ge SW H. A. Perkis), Leeds. 


TH i f. J EN EE 
.G. E, Grover), Falmouth. 
. (J. M, 8. Whittow), Cambridge. 
A. C, Vincent), London. 


ope, M. J. J. M. Watson), Bournemouth. 
Portley, J. E. (R. J. G. Lethbridge), Exeter. 
Powley, A. T. R M. We Liverpool. 
Preece, J. J. (F. J. Smith), London. 

Proctor, G. Si S. N. Groves), Newcastle upon Tyne. 
Proudman, R. B. (C. S. Birbeck), Stoke-on-Trent. 
Pryce, P. R. (B. P. Gwyther), Cardiff. 

Pugh, J. L. (K. H. Robinson), Port Talbot, 
Pullen, R . W. (R. J. Butterworth), London. 
Quartermain, R E E. (F. S. Worms), London. 
Quick, x F. (J. D. Lyall), Penzance, 

Quinn, P. H. (F. J. Smith), London. 


* See also Certificates of Merit above. 
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Richards, P. E. (W. E. Ogden), London. 
Riddles, J. (F. W. Jones), Lewes. 
Ridge M. J. (j. P. Southwell), London. 


Ridgway, M. W. PA B. Dawes), Manchester. 
Riordan, J. I. K. (J. H. W. Pooley), London. 
Rippon, A. R. (L. G. Atkinson), Hull, 


Roberts, D. G. (1. S. Rogers), Llandudno. 
Roberts, D. W. (W. J. Brereton), London. 
Roberts, G. J. (J. R. Riddell), Shrewsbury. 
Roberts, J. R, (G. P. Waring), Liverpool. 
Robertshaw. wJ. D. (R. H. More), London. 
J. 


Robertson, E. G. (J. A. Fairbotham), Hull. 
Robotham, J. M. (S. V. Lancaster), Birmingham. 
Robson, D. W. (E. G. Lambard), London. 
Roff, M. D. (F. D. Webb), Manchester. 
*Rogers, B. K. H. (C. W. Smee), London. 
Ross, J. W. 8. (O. M. Darton), London. 
Rosser, J. (T. . Davies), Ebbw Vale. 
Rowe, I, A. de W. Airey), London. 
Russe, A. J. (N. L. Denning), Bristol, 
Russett, D. R. (C. H. eae Bristol. 
x 


Sandey, R, 


SE 


Sharman, C. J. R. (W. H. Wright), London. 
Sheldon, D. (R. Massey), Wolverhampton. - 
Sheppard, J. A. (A. S. Watson), Southampton. 
Sherlock, SE J. (J. F. Moro; Liverpool. 
Shields, M. W. A. (R. C. Sheen), London. 
Siddons, A, (F. L. Prusmann), Manchester. 
Silvester, H. R. (J. W. Bell), London. 
Simpson, J. D. (R. A. Brown), Manchester. 
Smith, A. M. (A. E. Lacon), mn 

. M. (J. H. Turnbull), L 
SC D . C. (M. B. Hewitt), pelea 

. (B. W. Antoine), London. 
. K. Fison), London. 
Soller, M. F. (1. C. Howard), London, 

y Taa: Sheffield, 


ti 


—Stibbs, Za d P. `L. Bull), Rochester. * ' 
Stirling, M. D. (8. Kitchen), Birmingham. 
A (È . D. Clarke), Walthamstow. 
Stuck, A. G. (S. Morris), Reading. 
. Ë. E A. Ryder), London. 
Sugar, M. (A. Parker), London. 


Sullivan, rene (J. L Smith), Newcastle upon Tyne. 


Sutherland, R. (E. D. Sanders), Liverpool. 
Sutton, Miss H. (L. H. Salter), London. 


Tate, D. À. (B. Braham), London. 

Taylor, B. À. (D. R. Fendick), Manchester. 

Taylor, C. M. (A. J. Lovatt), Peterborough. 
Tearle, J. G. (A. R. Hills), Leighton Buzzard. 

-Timmis, N. H. (J. R. Townley), Crewe. 


. Toogood, J. R, (W 
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. "Tomkins, P, G. L. ne M. Till), London. |. 


‘Tomlin, D. A. O. H Ze Southampton. . 
8. Salt), Birmingham. 
Tropp, A. ae ' Lytton), London 

Noda 36 . J. (C. Gildon), Middlesbrough. 


- Turner, M . B. (G. W. Wood), Manchester. 


Vandersteen, M. H. (H. À. Owen), London. 


H. ( 
*Varah, M. G. (G W. Roberts), Bradford. 


Vogelsang, C. P. g. Dennington), Southend-on-Sea, 


*Waddington, B. ee S. cals Bradford. 


Wagner, S. (H. Lubbock), London. 
Wain, D. Kë VH S. Bishop), Ee 


Wal msley, D E (H.A 
Walsh, H. K. (G. E. S. ‘Re Birmingham. 


Watson, M J i 


. J. B. (D. 
Watt, P. M. (W. H. See London. 
Watts, D. J. (N. Neatham), Warrington. 
Webb, A. J. (C. B. Princep), Wolverhampton. 
Webb, Le (C. B. Pearce), London. 
Wells, G. H. A. (H. Denner), Blackpool. 
Wells, J. `F. (R. L. Harrison), London. 
Wenzerul, M. (R. A. Dane London. 
Westwell, J. S. 7. (E. H a) Leicester. 
Westwood, D. J. M. (E. H. King), Birmingham. 

. (G. W. T'onks), Wolverhampton. 


, F. Jones), Worcester. 
Whittaker, D. J. (W. J. ge Wolverhampton. 
Wildblood, F. R. J. (H. P. Board), Cambridge. 
Wildbur, J . R. dai . F. Su Wisbech. 
Wilkins, G. (B. W ee London. 
Wilkinson, M. S. (J. J. Baker), London. 
Wilkinson, P. F. (E. Eastwood), Bradford. 
Willey, R. K. (T. L. C. Clarke), Plymouth. 
Williams, C. (A. E. Lacon), Wolverhampton. 
Williams, D. J. (R. C. Fripp), London. 
Williams, D. T. (T. I. w, London. 
Williamson, J. J. (A. B. Snow), Hanley. 
Willis, B. W. (H. B. Cookson), Birmingham. 
Willis, B. W. (R. E. Coates), London. 
Wilson, D. (J. S. Hassal), Liverpool. 
Wilson, S. A. L. (C. G. Hayes), London. 

ood, S. F. (G. W. Bur gess), London, 


Woodfine, N. G. (B: M. Grah am), Newcastle SR Tyne. 


Woodliffe, D. L. agree Newport, Mon 
Woolcott, M. J. M. (M. F. Hudson), London. 
Woolfenden, V. P. J. (T. E. Milligan), Manchester. | 
Worton, J. (C. H. W, Sansom), Middlesbrough. 
Wright, C. S. (T. E. F. Leacock), London, 
Wrightson, J. C. (G. D. Weir), Sunderland. 


E. 

G. 
Yates, J. G. (S. Johnson), Leicester. 
Youngman, M. H. (J. A. K. Hall), St Albans. ` 


Zamoyski, T. J. (A. E. Cook), London. 
Zanker, J. À. (S. Parkinson), Leicester. 


* See also Certificates of Merit above. 


484 Candidates passed. 


517 Candidates failed. 


PRELIMINARY EXAMINATION 
Held on November 16th, 17th, z8th and rgth, 1954 


Certificates of Merit with Prizes Awarded 


First in Order of Merit and the Institute Prize 
orfey, Graham Surridge, Banstead. 


Full List of Names of Successful Candidates 


, Alles, F. L. C., London. Caplan, 


(in alphabetical order) 
E. G. L., London, 


Haddleton, M., Bournemouth. 


Coe, C. G., Windlesham. Harrison, A., Blackburn. 


a Baker, L., Edgware. 
* Ball, T. M., Uford. 


Harwood, D. R., London. 
Hawkins, G., Canvey Island. 


Palme P. F., Burton-on-Trent. Davies, J. V., Stockport. erring, D., "Manchester. 
Barber, L. J., Woldingham. Hobson, J. E., Leeds. 
Barnes, DC E., Bristol. Ferguson, F., ee Hoy, M. R, Pinner. 
Brook, A. D., Eastbourne. Ferrand, B. N., Southport. Hunziker, R. F., London. 


(e 


H 
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Nordmann, L. I., St Helens, Lancashire. 
Peach, K., Matlock. 


Rex, N., Grimsby. 
Riley, J. H. T., See 


Jephson, B., Sutton-in-Ashfield. 
Jessett, H. A., New Malden. 
Jones, D. G., ‘Liverpool. 


Knight, C. E., Exeter. 


Leonard, G, L., London. 
Little, 5. C., Guildford. 


Merry, J. E., Walsall. 
Mitchell, D. `R. W., Preston. 
*Morfey, CG ER Banstead. 


Smith, C. L 


, London, 
Snell, T. W., ‘London. 


Thom, T. R. D., Hoddesdon. 


January 29th, 1955 


Threlford, D. G., Bradfield, Berkshire. 
Uttamot, V., Northampton. 


i i 


Varnish, R. H., Birmingham. 


Wallis, M. G., Bromley, Kent. 
Woodhall, Se E. West Bromwich 
Worth, J. O., Bristol. 


Youle, E. R. G., Harrow. 


* See also Certificates of Merit above. 


43 Candidates passed. 


94 Candidates failed. 


Deloitte Prize for the year 1954 
Mercer, Peter James (East Malling) (May 1954 Preliminary Examination). 


Summary of Results 


Candidates Successful .. 
Candidates Failed .. 


Candidates Sat... 


E 


Final Intermediate Preliminary Total ó 
421 484 43 948 
472 517 94 1,083 
. 893 I,OOI 137 2,031 
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Results of Examinations held in November 1954 


` 


FINAL EXAMINATION Parts I and II 


Honours Candidates (5) 


First Certificate of Merit and First Prize 


White, John Desmond (with Malpas, Simmons & Co), 


2: - Bournemouth. 
Second Certificate of Merit and Second Prize 


Woods, John Frederick Ee ‘Treasurer’s Department), 


alsall. 


Belfast 
Hogg, G. C, (with Samuel Boyle & Co). 
Bexleyheath - 
Purchase, G. R. (with David & Thomas). 
EH 
Bate, T, J. (with Howard Smith, Thompson & Co). 


Britten, F. J., B.sc. (Inland Revenue). 
Collard, E. G. (wi 
Penrose, D. A. (with Price Waterhouse & 

Powell, A. J. k Peat, Marwick, Mitchell EN Co). 


Thornton, J. G. (with Harold Brown & Co). 
Blackburn 

West, Miss M. (with Waterworth, Rudd & Hare). 
Bournemouth 

Davies, A. C. K. N. (with Hibberd, Bull & Johnson). 
Bradford 

Harrison, D. (with Eastwood, Townend & Co). 

Lonsdale, B. (with Glass & Moss). 
Bridgwater 


Watts, G. H. (with Burston, Dimmock & Co). 


Bristol 
Brown, L, W. (Audit Dept., C.W.S.). 
Campbell, I. J. (with Solomon Hare & Co). 
anieh, G, E. (City Treasurer's Department). 
Davis, B. R. (with F, P. Leach & Co). 
Meehan, L., B.A. (with ‘Turquand, Youngs & Co). 


Pritchet, W. H. (with Curtis, Jenkins, Cornwell & Co). 


Bromley 
Simmonds, G. W. (with B. Grugeon & Co). 


` 
e 


Howard Smith, Lee & Co). 


een  — 


Third Certificate of Merit and Third Pie 
Kermode, Edmund Ronald (City Treasurer’s Deparement), 
Liverpool. 
Fourth Certificate of Merit 
Hetherington, James (County Treasurer’s Ee Durham. 


° Fifth Certificate of Meri 
Howes, Kenneth James (with Hilton, Sharp & Clarke), Brighton 


Burnley 

Marsland, N. W. (Borough Treasurer’s Department). 
Calcutta 

Mirza, B. M., B.COM. Ge with 5. R. Batliboi & Co). 
Cambridge 

Lowe, “G. (with Slater, Dominy & Swann). 
Cardiff 

Coombs, T. H. (with R. H. March, Son & Co). 

Isaac, H. G. (with J. Pearson-Griffiths. 


Johnson, D. M. (with R. H. March, Son & Co). 
Jones, G, R. (with Richard Leyshon & Co). 
O’Shea, D. (with Alban & Lamb). 

Williams, R. M. (with J. Wallace Williams & Co). 


Chester 


Morgan, W. (with Haswell Brothers). 
Clitheroe 

Michell, D. (Deputy Borough Treasurer). 
Colchester 

Allington, N. S. H. (with Bland, Fielden & Co). 
Coventry 

Wolstenholme, J. E. (formerly with Chaplin, Hall & Co). 
Croydon . 3 

Napley, D. J. (D. J. Napier): : 
Daringin 

Lees, Gi R, (with Peat, Marwick, Mitchell & Co). 

Dewsbury 


Milner, R. J. (with Walter Dawson & Son). 


+ 
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Douglas, Lo. M. 
Leeming, T. E. (with F. J. Callow). 

Dublin 
Farrar, R. H. (with Brown, Lewis & White). 
Leonard, J. A. (with E. L. O’Dea & Co), 


McQuillan, K. M. (with Kennedy, Crowley & Co). 


O’Dwyer, H, J. (with Cooper & Kenny). 
Rock, J. D. (with Kennedy, Crowley & Co), 


Dudley ` 
Homer, M. L. (with Gough, Wright & Co). 


East Grinstead 
Langridge, A. J. (with Richard Place & Co). 


Edinburgh 
Weir, T, G. (with Scott & Paterson). 


Elgin 
Gow, N. J. (with F. A. Ritson & Co). 


Moffat, F, I. W. (with Festus Moffat & Co). 


Feltham 
Schonhut, D. E. (with Lowker, Lowther & Co). 


Glasgow 
Cross, J. F. (with L. G. Diamond). 
Wright, H. (with Wm. H. Jack & Co). 


Goole 
Baddiley, C. (with G. W. Townend & Co). 


Gravesend 
Cartwright, A. H. A. (with Carley & Ca). 


Halifax 


Brook, F, (with Matthews, Brooke, Taylor & Co). 


Harrow 
Scott, B. G, (with P. Mitchell & Co). 
Herefor 


d 
Clarke, T., E. (with Thompson & Wood). 
Herne Bay 


. Nettleton, J. S. (with Stanley W. Marshall & Co). 


Huddersfield 
Armitage, D. G. (with Armitage & Norton). 


Hull 
Allan, M. D. (with Crumpton, Cappleman & Co). 


Cherry, E. H. (with Brodie, Gibson & Co), 
Judges, E. W. (with Tranmer, Raine & Jarratt). 
Waltham, P. A. (with Gale & Hutchinson). 
Wells, J. F. (with Butterell & Ridgway). 
Wilson, C. S. (with Scott, Wheatley & Palmer). 


Ipswich 


p 
Phillips, K, C. (Borough 'T'reasurer’s Department). 


Kettering 

Darnell, J. (with Leslie Smith & Co). 
Kidderminster 

Linfoot, H. G. (with A. B. Plevey & Co). 
Kingston upon Thames 

Bambury, C. F. (with F. E. Hoggarth & Co). 


Leeds 
Creswick, P. L. (with S. R. Fuller & Co). 
Duncan, P. L. (with Armitage & Norton). 


Ingham, CN Treasurers Department, Long Eaton). 


Jefferys, . (with Beevers & Adgie). 
Naylor, C, (with Bartfield & Co). 
Pinder, T. E (with Victor Walton & Co). 


) 
Reast, G. B. (with Peat, Marwick, Mitchell & Co). 


Robinson, R. D (with Ralph Holmes & Co). 


Leicester 
Bailey, D. M. (with Baker & Co). 
Boulter, B. D. (with Thomas May & Co). 
Bowden, K. H. (with Thomas May & Co). 
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Swinfield, W. D. (with Bolton, Bullivant & Co). 


Liverpool 


Fell, W. R. (with Harmood Banner, Lewis & Mounsey). 
Fleming-Yates, R. (with Edward S. Goulding & Co). 
Holden, R. A. (with Harmood Banner, Lewis & Mounsey), 
Ross, A. T. (with Harmocd Banner, Lewis & Mounsey). 
Whyte, A. M. (with Bleas2 & Sons). . 


London 


Atkins, E. J. G. (with C. N. Walter, Lester & Co). 
Austin, C. (with Stanley, Gorrie, Whitson & Co). 
Bailey, W. L. (with R. F. Frazer & Co). 

Barnes, V. J. (with Pike, Russell & Co). 

Barton, D. H. (with Milne, Gregg & Turnbull). 
Beard, P. F. (with Dixon, Wilson, Tubbs & Gillett). 
Becker, H. (with Harvey Preen & Co). 

Berman, B. J. W. (with Auerbach, Hope & Co). 
Bingham, B. C. (with H. W. Davidson & Co). 

Bishop, R. H. (with Sewell, Hutchinson & Co). 
Brazier, S. L, (with Howard Smith, Thompson & Co). 
Brewerton, R. (with Coward, Button & Co). 

Brown, K. F. (with Alexander Springer & Co). 

Card, K. G. N. (with Carnaby Harrower, Barham & Co). 
Chillingworth, L. W. E. (with Pawley & Malyon). 
Chinery, P. A. (with Wes:, Wake, Price & Co). 
Christopher, R, W. (with Wright, Fairbrother & Steel), 
Cohen, J. (with Fisher, Conway, Fenton & Co). 
Cowlan, R. G. (with A. G. Willis & Co). 

Crowe, E. P. (with Alfreé G. Deacon & Co). 

Cubitt, R. H. R. (with Fuller, Wise, Fisher & Co). 
Don, L. (with Auerbach, Hope & Co). 

Donovan, J. E, (with James Todd & Co). 

Eckman, M. I. (with Daniel Mahony, Taylor & Co). 
Fanning, M. G. (with Price Waterhouse & Co). 

Field, A. (with J. Hulberz Grove & Co). 

Fox, W. E (with Howarc, Howes & Co). . 
Garbacz, B. (with Edward Em. Sander & Co). 
George, D. T. de Bincer, Hamlyn & Co). 

Gray, A. J. T. (with Rickard & Co). 


Maynard, G, G. (with A. C. Lucas & Son). 

Meaden, G. F. (with Wiison, Bigg & Co). 

Morris, J. B. R., B.com. “with Lithgow, Nelson & Co). 
Mortimer, E. E. (with Birkett, Boughey & Co). 

Mulley, J. G. R. (with Keens, Shay, Keens & Co). 
Murphy, R. E. (with Pawley & Malyon). 

Newington, J. E. (with Fussell & Co). 

Olive, L. W. (with Jenks, Percival, Pidgeon & Co). 
O’Shea, M. J., B.A. (with Viney, Price & Goodyear). 
Palmer, J. F. (with B. de V. Hardcastle, Burton & Co). 
Parsons, R. D. (with Crene, Houghton & Crane). 

Paull, A. J. B. (with Harmood Banner, Lewis & Mounsey). 
Pearson, D. F. (with Ho_mes-White, Herbert & Co). 
Penney, R. F. (with Woodington, Bubb & Co). 

Pollard, J. B. (with Deloitte, Plender, Griffiths & Co). 
Potts, R. W. (with Rickard & Co). 

Roberts, E. A. (with Cash, Stone & Co). 

Rowsell, K. H. T. (with Spain Brothers & Co). 

Ruby, A. T, (with Lybrand, Ross Bros & Montgomery). 
Seftel, H. H. (with J. Auerbach). 

Sheppard, D. R. (with Deloitte, Plender, Griffiths & Co). 
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London (contd.) Harrison, d F. (with Turton, Ross & Co). 
Sherlock, B. A. J. (with Woodington, Bubb & Co). -Hart, D. P. (with ‘Taft, Ba.dock & Winstanley). 
Smee, A. J. (with Baker, Todman & Co). Ley, G.C. with Mellors, Basden & Mellors). - Ë 
Smith, M. P. (with Cassleton Elliott & Co). Os orne, J. A. H. (with Boaler & Flint). 
Stanton, É. A (with Davie, Parsons & Co). Rhodes, `D. (with G. Leonard Foulds). 
oes P. J. une J. _ E; Denney, Bogle ee ria Redruth 
upon, M with Bolton, Wawn & Co : : 
'Thomas, G. W. (with Malpas, Simmons & Co). Crimes, S. W. (with A. J. Paul & Co). 
Turner, H. E. (with Howard, Howes & Co). ` Sheffield 
Walsh, G. W. (with Rawlinson & Hunter). Cady e (with Ransom Harrison & Lewis). 
Wase, 'D. J. N. (with Harold Everett, Wreford & Co). Hall, A. N. (with Carnall, Slater & Co). 
Whaley, W. J. (with Wilson, de Zouche & Mackenzie). Sand E. ‘(with Ransom Harrison & Lewis). 
Wil t P.J. "RG (aT = A a Goodyear). Southampton 
illiams, J wit Ee rice oodyear 
Woolard, E . G. (with Thorne, Lancaster & Co). Downes, A. (with Westlake, Clark & Co). 
Wynne, N Ge Field & Co). Whittaker, R. A. (with Westlake, Clark & Co). 
Madras Southend-on-Sea 
Thomas, V. A. (formerly with Brahmayya & Co). Fletcher, D. P. C. (Borougn Treasurer’s Department). 
Maidstone Southport I Zë iR 
Clarkson, D. R. (with Larking & Larking). Rimmer, F. J. (with Loveridge & Moore). 
Manchester South Shields ` ` 
Dale, N. B. (with Whinney, Smith & Whinney). Baser, G. J. (with Henry Chapman, Son & Co). 
Geddes, B. (with Joseph W. Shepherd & Co), Stafford 
jordan J. L A. Se R eer TEE Co). Halt, J. (with Deane & Sor). 
ordan, D. (with We anson, Bullivant o SES 
Lappin, R. E. R. (with ‘Hartley Turner & Son). Ge H geg * (with Sherwcod, Baines & Co) 
Lees, K. E. C. (with Vaughan & Gregg). ees š ; 
Lord, G. (Brierley, Lord & Co). GE 
Majumdar, S., B.COM. (with William Pickles). Davis, J. B et Bourner, Bullock & Co). 
Royle, J. C. (with Whinney, Smith & Whinney). Jackson, D. A. (with A. Wood & Co). 
Taylor, G. W. (with Aubrey Rothburn & Co). Thompson, G. (with Bourmer, Bullock & Co). 
Thornley, J. W. (with Handley, Wilde & Charlton). . Stony Stratford 
Wallwork, R. A. (with Willett, Son & Garner). Brown, N. J. (with Keens, Shay, Keens & Co). 
White, F. (with Greenhalgh, Sharp & Co). EEN I 
aleeden t Beynon, L. B. (with Peat, Marwick, Mitchell & Co). 
Scurrah, E. (with Gilchrist, Tash, Wilson & Sansom). Silver, J. (J. Silver & Co). 
Newcastle-under-Lyme Torquay 
Allard, M. J. (formerly with E, Downward, Stoke-on-Trent). Truman, L. 8, A. (with Bishop, Fleming & Co). 
Newcastle upon Tyne Walsell : 
Baker, D. (with Gillespie Brothers & Co). Hinton, D. T. (with Walter J. Edwards ë& Co). 
Hunter, SC N. (with Humble & Glenton). Waterford 
Ions, J. T. (with Robson, Laidler & Co). ` Anthony, P. R. (with E. P. Grace). 
Newport, Mon Wetherby I 
Holland, J. C. (with Kimpton, Holland & Co). Myers, B. (with Frank Myers & Son), 
Ireland, H. M. (with Alban & Lamb), Witney 
New Jackson, D. J. (with Thornton & Thornton). 
Halls. J. R. (with A, J. Gould & Co). Worthing . 
New ton Abbot d Harle, H. (with Carpenta, Box & Co). 
Derges, S. D. (with Francis S. Clark & Co), (Candidates Passed 221) 
Helliwell, J. S. (with Hooker, Nankivell & Co). 


FINAL EXAMINATION Part I only 


Northampton ; 

Klippel, J. (with Benbow & Airs). (Candidates Passed 192) 

Nottingham The next examinations of "he Society will be held on May 
Baun P. J. A. (with Robt. A. Page & Co). roth, rrth, r2th and 13th, rorg, Completed applications should 
Ellis, T H. (Wells, Ellis & Co). reach the Secretary not later ttan Monday, March 14th, 1955. 

Summary of Results 
Final 
oo Modified 
Candidates Parts I © H PartI Part H Intermediate Preliminary Preliminary 
Passed aa ae te 18 210 190 256 46 27 
Failed Ss Gi we: 43 417 ` $6 417 99 . 18 


Twelve candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part I only. 
Fourteen candidates who sat for Parts I and II of the Final examination satisfied the exarniners in Part II only. 


CHEMISTS’ STOCKTAKING 


TERMS 1% on result 
Apply: ORRIDGE & COMPANY 


Chemists’ Stocktakers and Business Transfer Agents 


184 Strand, London, WC2. Tel.: TEMple Bar 9212/3, 6340 
Offices In Birmingham, Liverpool Southampton, Sheffield and Cardiff 


BALANCE SHEET COVERS 


are only one of the many lines of Stationery 
which we supply to the Accountancy profession 









Your specific inquiries are invited 


W.S.S. (WESTERN) LTD, MALMESBURY, Wilts. 
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CONTENTS NO PAR VALUE SHARES 
Leading Articles Page 
No = Value Shares: a TAX REPER CUSSIONS 
‘Tax Repercussions 141 
Retirement Schemes and S we reported last week, the Government have at last come 
sasi 143 down on the side of those who advocate the introduction of 
Spécial Articles shares of no par value. They regard the present nominal 


Income Tax Returns: Penal- value system as fundamentally illogical, in that the nominal 

S ; value is not a true indication of real value. 

by Peter Whitworth 144 p , 

E However, Lorp Mancrort, the Joint Parliamentary Under- 
Secretary for the Home Office, who made the Government 


eae Railways Installations 
by R. Glendinning, M.A., announcement in the House of Lords, went on to tell the House 


CAs; `F.C.W.A. 148 > ; ; 
Nork Arma asa amia Es that there would be considerable delay in putting the recom- 
ary ~ LVIII mendations of the Gedge Committee into effect. The procedure 


by Kenneth F. Byrd, M.A., 
B.Sc.(Econ.), A.C.A., 
(S.A), Professor of Account- 


was going to be much more complicated than was at first realized. 
Indeed, Lorn Mancrorr expected it to be more complicated than 


E SES ven even the Committee had thought. 
ee Needless to say, the introduction of a no par value system 
ecture 


necessitates adaptations of the taxation law. The coming into 
force of the necessary companies amendment Act would have to 
be postponed to an appointed day to allow the taxation adaptations 
to be enacted in the Finance Bill. The companies capital duty 
would probably have to be replaced (both for par value companies 
and for no par value companies) by a charge on the total issue 


Estate Duty: Gifts, Settle- 
ments and Shares in Family 
Companies 


by G. A. Rink, B.C.L., M.A. 152 


Finance and Commerce 


Marley Tile Co Ltd - 
Interim Reports — Money 


_ Market 158 price or consideration for shares, and on increases of capital. 
Weekly Notes EN Lorp Mancrort added that under the Acts dealing with income 
tax, surtax, profits tax, and estate duty, various questions, none 
EE 163 of which he understood himself, turned on the proportion of a 
— New Legislation 166 company’s share capital which is owned or could be acquired by 


Notes ward E EEN particular individuals or other companies. These Acts would 


Personal — Professional 
Notes — In Parliament — 
East Anglian Society of 
Chartered Accountants — 
Manchester Society of 
Chartered Accountants — 
The Chartered Accountant 
Students’ Society of London 
— An Examination Record? 
— The Legislature and Tax 
Avoidance — The Landlord 
and ‘Tenant Act — Business 
- Efficiency Exhibition - 


need to be amended to bring them into line with a no par value 
system. The amendments would be substantial and complicated 
and the discussion of them would inevitably take up a considerable 
amount of Parliamentary time. For this reason the Government 
could hold out no hope of legislation during this session. 

It is true that hitherto little stress has been placed on the 
taxation repercussions of no par value shares, but the existence of 
such repercussions should cause no surprise now. The mem- 
orandum which the Council of the Institute submitted to the 


Seventy-Five Years Ago 167 Gedge Committee as long ago as March 1953 contained the 
Posada Sudane Colima following statement on the matter of transitional difficulties: 
News from the London ‘4 (a) Extensive consequential changes would be required in those 
Chartered Accountant Stud- parts of the Companies Act and other Acts (such as those dealing 
ents’ Committee . 169 with stamp duty, profits tax, excess profits levy and estafe duty) 
The Institute of Chartered which are framed on the footing that a company’s capital consists 
Accountants of Scotland of shares or stock of nominal amount. All these changes would have 
dëi Be EE to be made contemporaneously with the introduction of legislation 
Weld in December 1954 170 permitting shares of no par value.’ 


142 


Of course at that date the Institute could not. 


have been aware that excess profits levy was 
about to be removed. 

MR SAMUEL R. HocGc, D.S.0., M.C., F.C.A., giving 
oral evidence to the Gedge Committee on behalf 


of the London Chamber of Commerce, mentioned - 


the ‘tremendous tax problems’ which arise on 
amalgamations of companies. He added that the 
‘whole of the profits tax would have to be recast, 
and there would be difficulties about stamp 
‘duties. 

The Inland Revenue submitted a somewhat 
laconic memorandum to the Committee to draw 
its attention to the tax repercussions. Profits 
tax heads the list in this memorandum; there are 
references to the distribution provisions in the 
Finance Act, 1947 (Sections 35 (r) and 36 (1)) 
where the nominal paid-up capital is relevant and 
to the anti-avoidance provision in Section 31 of 
the Finance Act, 1951, in relation to capitaliza- 
tions. 

As for stamp duties, the Inland Revenue 
confined their observations to the companies 
capital duty and share warrants. The latter are at 
present stamped ad valorem by reference to the 
nominal value of the shares. The Inland Revenue 
said it would be convenient to continue to 
impress the duty (computed by reference to the 
amount paid or payable on the share instead of 
nominal value) on the warrant itself. This could 
be done, however, only if the issuing company 
was. required to indicate on each warrant the 
amount paid or payable on the relevant share, 
so that a purchaser could satisfy himself that the 
warrant was duly stamped. The Inland Revenue 
added that this suggestion would not be pressed 
if it were objected to on other grounds. The 
warrants themselves could be exempted, the 
charge being levied direct on the company. 

The memorandum also drew attention to 
provisions in other Acts, in terms which were 
echoed in Loro Mancrort’s statement which 
we have already quoted above. When the Insti- 
tute’s witnesses were. being questioned on the 
tax repercussions referred to in the Institute’s 
memorandum, the emphasis was on the com- 
panies capital duty, which is only ten shillings per 
cent. Indeed, Mr (now Sir) THomas Rosson, 
M.B.E., M.A., F.C.A., suggested that the simplest 
way of dealing with that particular tax was to 
remove it, and we think there is much to be said 
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for that solution. On the other hand, while the - 
duty continues in being, it will be an easy matter 
to increase it to something substantial, whether 
for fiscal or for economic reasons, at any time. 

The companies capital duty was the only 
tax which figured specifically in the Gedge ; 
Committee report. It recommended that the 
duty be charged in all cases on the total issue 
price or consideration. There was a further 
recommendation that any increase, either in _the 
issued capital or in the stated capital, arising 
from the transfer of profits or reserves, should 
attract further capital duty in the way now out- 
lined by Lorn Mancrorr. Other tax matters ` 
were not explored by the Committee, no doubt 
because its minute of appointment asked for re- 
commendations only of amendments of the Com- 
panies Act. 

' Lc will be seen that if reserves are capitalized, 
presumably by bonus issues, then on the basis of. 
the report a stamp duty will be incurred. If the 
rate of duty should be increased in the way we 
have suggested, the former duty on bonus issues 
would be brought back by a side wind, in which 
case the T.U.C. opposition to no par value 
shares might melt away. 

The Inland Revenue memorandum, already 
referred to, pointed out that the companies capital 
duty is based at present on authorized capital, 
not issued capital. The memorandum went on 
to indicate that the Revenue would not press for 
a retention of this basis. However, if issued capital ` 
is to be adopted as the basis, then the Revenue 
consider it desirable for the annual returns of 
companies issuing no par value shares to show: 


(a) the number of no par value shares issued, 
with the amount paid or payable thereon; 
and 


(bi the number of such shares covered by share 
warrants to bearer and the total amount 
payable on such shares. 


This will of course enable the authorities to keep 
a check on the capital duty position. 

In view of the plain warnings given-both by the 
Institute and the Inland Revenue, the Govern- 
ment might have thought is wise to appoint 
another committee to consider the taxation im- 
plications. The draftsmen who will have to redraft 
such sections as Section 55 of the Finance Act, 
1927, are going to have a Herculean task. ` ng 
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RETIREMENT SCHEMES AND TAXATION 


Association of Superannuation and Pension Funds’ Memorandum 


Pension Funds has sent to the CHANCELLOR 
OF THE EXCHEQUER a twenty-four page 
memorandum commenting on the report of the 
Commuttee on the Taxation Treatment of Pro- 


Ts Association of Superannuation and 


eet 


visions for Retirement (the second Millard Tucker 
Committee), The memorandum, which expresses 
agreement with most of the report, is divided 
into three sections. Section I deals with points 
on which information or clarification is required. 
Section II shows what part of the report the Asso- 
ciation disagrees with, and Section III contains 
the Association’s own suggestions for the modifica- 
tion of the action recommended by the report. 

The role of the Board of Inland Revenue as the 
sole arbiter where discretion can be exercised 
does not arouse the Association’s enthusiasm. 
It suggests instead the setting up of a committee 
representative of the interests concerned which 
could not only decide to what extent the rules 
should be relaxed in favour of individual schemes, 
but could also act as an advisory body when a 
change in the law was contemplated. 

‘Taxation of lump-sum benefits on death where 
deceased leaves no widow, child or dependant, 
as recommended by the report, is considered by 
the. Association to lay too great a burden on 
trustees of pension funds, in that they would 
have to inquire into the domestic affairs of the 
deceased. It is suggested instead that the lump- 
sum. benefits bear only estate duty. 

The estimate made by the Board of Inland 
Revenue of the cost of allowing approved 
schemes for the self-employed is challenged by 
the Association. The point is made that many 
self-employed persons with modest incomes (88 
per cent of Schedule D assessments are on less 
than {1,000} would not make the maximum 
provision allowed, and therefore would not take 
the full tax benefit. 

The Millard Tucker Committee rejected a 
suggestion that underwriting commissions earned 
by superannuation funds should be exempt 
from tax. It did so on the grounds that 


‘it would be wrong to give superannuation funds a 
Special privilege in this respect’. 


The Association points out, not unreasonably, 
that such a view is not consistent with the principle 
that the ‘build-up’ of retirement benefits should 
be exempt from tax. Where underwritten securi- 
ties are taken up by a pension fund it is already 
the practice to treat the commission as a discount 
on the purchase price and the report recommended 
that this concession be continued. The distinc- 
tion does not seem to be very logical. 

In one respect the Association would be more 
strict than the Millard Tucker Committee. The 
latter recommended that where the total value of 
the retirement benefits did not exceed £4,000 
then not more than {£1,000 could be taken as a 
lump sum, while trivial pensions could be com- 
muted. The Association points out that this may 
cause pressure to be put on trustees to pay lump 
sums instead of modest pensions, which would 
be against the interests of, say, many manual 
workers. | 

The report recommended that death of an 
employee during service should not produce, for 
his dependants, benefits of a value greater than 
if he survived to pension age. The Association 
argue that this ought to be modified to permit of 
the payment to young or middle-aged widows of 
pensions equal to one-half of what their husbands 
would have received. 

As regards schemes for the self-employed, the 
gist of the Association’s suggestions is that such 
schemes should be more flexible than was 
recommended. The Association looks favourably 
on a suggestion that directors should be allowed 
to treat dividends from their companies as 
earned income for the purpose of computing 
the maximum allowable contribution. 

The Association deals with two matters not 
dealt with in the report. It strongly recommends 
that pension funds be expressly exempted from 
the Shop Clubs Act, 1902, and from the rule 
against perpetuities. At present, in order to 
avoid the latter rule, pension funds which have 
not registered under the Superannuation and 
Other Trust Funds (Validation) Act, 1927, 
contain restrictions on their duration which may 
well cause difficulties in the future. 
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INCORRECT TAX RETURNS 


PENALTIES i 
by PETER WHITWORTH 


settled by the Inland Revenue and millions 

of pounds in penalties were collected. Prob- 
ably all the penalties were taken under the Inland 
Revenue power to compound for them without 
formal proceedings. It is a matter for speculation 
how much would have been recovered if in 
every case the taxpayer had insisted on the Inland 
Revenue taking those proceedings. 

Experience, both as an income tax inspector 
and since, has impressed me forcibly with the 
fact that accountants tend in general to over- 
estimate the power of the Inland Revenue to 
recover penalties. This is perhaps hardly sur- 
prising when one sees it stated over and over 
again, in text-books and elsewhere, that an 
incorrect return automatically gives rise to 
penalty liability under what is now Section 25 of 
the Income Tax Act, 1952. In support of this 
statement the decision in Attorney-General v. Till 
([roro] A.C. 30; 5 T.C. 440) is usually cited, but 
careful examination of this case as of the section 
itself, will lead to a different conclusion. 

I do not suggest that it is necessarily wrong in 
every case for the Revenue to compound for 
penalties which are not ‘in fact exigible. They 
may well have a shrewd suspicion that penalties 
have been incurred but lack the necessary 
evidence to prove it. On the other hand, the 
accountant, as the taxpayer’s adviser, ought to be 
able to explain the precise weakness of the 
Revenue’s case. It is for the taxpayer then to 
decide whether he wishes to make voluntary 
payment in respect of tax and interest lost or 
whether he will leave the Inland Revenue to make 
additional assessments for the years still in date 
and to take such other proceedings as they think 
are likely to succeed. 


IE 1953-54 over 150,000 back duty cases were 


Collapsible Penalties 


Formal penalty proceedings are very rarely taken, 
so that the strength of the Revenue claim is not 
often tested. Some light was thrown on Revenue 
practice by certain bankruptcy proceedings taken 
in 1954 at the instance of the Inland Revenue. 

At the opening examination it was stated that 
the debtor’s gross liability was £7,504 including 
£6,463 for income tax and penalties, the deficiency 
being £4,914. At a later stage in the proceedings 


it was stated that the Inland Revenue, having 
claimed £6,000 of which £5,500. consisted of 
penalties, reduced their claim to {100 with £13 
costs. 


Omission of Bank Interest 


Probably the most common case where penalties 
are sought arises from the omission, from a 
return, of interest which has been credited gross, 
particularly bank interest. Such cases have been 
brought to light in large numbers by the exercise 
of powers to require banks to disclose interest 
exceeding £15 (Income Tax Act, 1952, Section 
29). In the absence of any evidence of wilful 
default or intent to deceive (which are difficult to 
prove) then for all practical purposes penalties 
are exigible, if at all, only under the Income Tax 
Act, 1952, Section 25 (3). 


Income Tax Act, 1952, Section 25 (3) 


Section 25 (3) of the Income Tax Act, 1952, is 
as follows: 


as, — D) A person who neglects or refuses to 

de reet, within the time limited in any notice 
served on him, or wilfully makes delay in deliver- 
ing, 2 true and correct list, declaration, statement 
or return which he is required under the preceding 
provisions of this Chapter to deliver shall: 

(a) if proceeded against by action in any Court, 
forfeit the sum of twenty pounds and treble 
the tax which he ought to be charged under 
this Act; or 

(b) if proceeded against before the General 
Commissioners, forfeit a sum not exceeding 
twenty pounds and treble the tax which he 
ought to be charged under this Act, 

and where he is proceeded against before the 

General Commissioners, the penalty shall be 

recovered in the same manner as any other penalty 

under this Act, and the increased tax shall be added 
to the assessment. 

We are concerned here with neglect or refusal 
to deliver a true and correct return. The sub- 
section is not confined to cases where no return 
at all has been made (Attorney-General v. Till, 
supra), but it by no means follows that any error 
or omission, however slight, will infringe the 
subsection. If it did, everyone, no matter how 
expert and careful, would be incurring penalties 
almost annually.. Far from that being the cat, 
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Section 66 ectually provides for relief in favour 
of persons making errors in their returns. If it 
were such a dreadful thing to make an error, one 
would hardly expect a special relief for it. That 
section also contemplates the possibility of every- 
one being in error at once, for ‘error or mistake 
relief’ is withheld where the erroneous return 
was made in accordance with the practice 
generally prevailing at the time (Section 66 (GI, 

It would be a monstrous state of the law if the 
Inland Revenue had power, even theoretically, 


_to-base penalty proceedings on errors arising 


H 


from a misunderstanding of the law which the 
Inland Revenue also shared. 


‘Neglects or Refuses’ 


The use in Section 25 (3) of the words ‘neglects 
or refuses’ together connotes some conscious 
choice by the taxpayer which goes well beyond 
mere innocent error or omission. As was said by 
Warrington, J., in Re Edwards, Lloyd o. Boyes 
([rg10] r Ch. 541, 550): 

“The expression “refuse or neglect” involves the 
idea of some exercise-of discretion, some exercise 
of will. 

— Applying the dictum in Re Quintin Dick, 
Cloncurry v. Fenton ([1926] Ch. 992), Romer, J., 
Isaid (at page 999): 

‘If the word “neglect” connotes the exercise of 
the will it cannot include a failure or omission 
which is due to ignorance . . . and which there- 
fore does not result from any operation of the 
mind.’ 

These cases turned on ‘name and arms’ clauses 
in wills but the reasoning applies with at least 
equal force to statutes imposing heavy penalties. 


Attorney-General v, Till 


In Attorney-General v, Till (supra), a solicitor had 
made a return of his profits, in arriving at which 
he had deducted an annuity of £200. This 
annuity had not in fact been paid for several 
years, Mr Till having prudently married the 
annuitant. In any case, of course, the annuity 
would not be deductible. He was proceeded 
against under the Income Tax Act, 1842, Section 
sg, which contains wording similar to that in 
Section 25 (3) of the 1952 Act. It is an important 
feature of the case that the jury at the trial held 
that the mistake in the return was due to Ile 
neglect. In these circumstances the House of 
Lords held that he had rightly been convicted. 
Even without such a clear finding by the jury, 
one can imagine Mr Till having some difficulty 
in, satisfying the Court as to his immunity on the 
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facts stated. However, there are many cases where 
an omission is purely inadvertent or based on a 
misunderstanding of the law. So much depends, 
on the kind of person making the return, on his 
knowledge, education, and health. 


‘Judgment and Belief’ 


The return of total income with which we are 
concerned is the one which the taxpayer ‘is 
required under the preceding provisions of this 
Chapter to deliver’ (Section 25 (3)). Reference to 
Section 25 (2) shows that statements of income 
under Schedules A, B, D or E are to show the 
income ‘estimated to the best of his judgment and 
belief’. ` 

The corresponding provision of the 1842 Act 
was seized upon by several of the lords of appeal 
in Attorney-General v. Till as demonstrating that 
a person who makes a return to the best of his 
judgment and belief cannot incur a penalty under 
what is now Section 25 (3), even ‘though tlie 
return is not correct. In that particular case the 
jury’s express finding of neglect was regarded as 
negativing any claim that Tull had made the 
return to the best of his judgment and belief. 


Section 55 (1): Taxpayer’s Discovery of 
Incorrectness 
Section 55 (1) may be mentioned as possibly 
throwing some further light on Section 25 (3). 
Section 55 (1) is as follows: 

55.— (1) A person who has delivered a state- 
ment or schedule and discovers any omission or 
wrong statement therein may deliver an additional 
statement or schedule rectifying the same, and 
shall not thereafter be liable to any proceeding by 
reason of his omission or wrong statement. 

The subsection speaks of statements and sched- 
ules while Section 25 (3) speaks of a list, declara- 
tion, statement or return. It seems reasonably 
certain, however, that Section 55 (I) covers 
returns of total income. 

It has been contended that Section 55 (1) 
shows that an innocent omission or wrong state- 
ment may attract liability to penalty under 
Section 25 (3). There is in fact a dictum to that 
effect in Attorney-General v. Till (Lord Gorell at 
5 T.C., page 461). However, in view of the argu- 
ments already given and the authorities cited in 
this article, it seems unlikely that any such - 
contention would prevail in a court of law. 

One way of reconciling the two subsections is 
that of Lord Atkinson, again in Attorney-General 
v. Till (s T.C., at pages 454-5). 


‘If a person discovers that the statement he has 
° 
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lodged, though framed according to the best of his 
- judgment and belief at the time he made it, is 

wrong in fact, he might be guilty of a fraud upon 

the Revenue if he allowed himself to be assessed 

on an estimate which he subsequently discovers 

to be erroneous.’ 
His lordship went on to say that the inference 
from the words of what is now Section 55 (1) was 
not strong enough to override the words of what 
is now Section 25 (2) as to ‘judgment and belief’. 
That is to say, it does mot follow from Section 55 
(x) that Section 25 (3) extends to innocent errors. 

It can be said, too, that there is in fact no in- 
compatibility between the meaning of Section 25 
(3) as contended for in this article, and the pro- 
visions of Section 55 (1). A man may make a 
return in such a fashion as to be guilty of neglect 
within Section 25 (3) without knowing of any 
specific error in the return. If he subsequently 
discovers a specific error and that is the only 
error which resulted from his neglect, then 
Section 55 (1) offers him a means of avoiding the 
penalty. : 

‘Discovers’ 

There is authority, in relation to the correspond- 
ing section (Section 140) of the Income Tax Act, 
1918, for saying that the word ‘discovers’ in 
Section 55 (1) does not mean ‘discovers’ in the 
ordinary sense of learning something one did not 
know before. In Attorney-General v. Midland 
Bank Executor and Trustee Co Lid (13 A. UC 602; 
19 T.C. 136, at 19 T.C., page 146), Singleton, J., 

said (the italics are mine): 
‘Section 140 (1) is, in my view, intended to deal 
with the case of a person who has already delivered 

a wrong statement or schedule ... and who 

thereafter, discovering that he is wrong, or perhaps 

knowing already that he is wrong, corrects that by 
delivering a statement in correction of the wrong 
statement... .’ 

The word ‘discovers’ also occurs in Section 41, 
which gives the Inspector power to initiate addi- 
tional assessments where fe ‘discovers’ that a 
person has been undercharged. In relation to the 
legislative predecessors of that section, the word 
‘discovers’ has been given a very wide construc- 
tion indeed, including a mere change of mind. 
There seems to be no reason why ‘discovers’ in 
Section ss (1) should be construed differently 
from ‘discovers’ in Section 41. Otherwise the 
Revenue are having it both ways. 

To sum up, therefore, the argument that 
Section 55 (r) by mere implication extends the 
scope of Section 25 (3) to include innocent errors 
is an extremely weak one, and although it might 
weigh with an apprehensive taxpayer, fearful of 
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legal proceedings, it would probably receive 
short shrift from a court of law. 


Income Tax Act, 1952, Sixth Schedule, 
Paragraph 4 
Another penalty provision frequently invoked 
in terrorem by the Revenue, where there have been 
omissions from returns, is paragraph 4 of the 
‘Sixth Schedule, which is as follows (the italics are 
mine): 

— (1) A person who, in making a claim for or 
obtaining any relief to which this Schedule relates 
or in obtaining any certificate as aforesaid 

(a) is guilty of any fraud or contrivance; or 
(b) fraudulently conceals or untruly declares any 
income or any sum which he has charged 
against or deducted from . . . another per- 
son; or 
(c) fraudulently makes a second claim for the 
same cause, 
shall forfeit the sum of twenty pounds and treble 
the tax chargeable in respect of all the sources of 
his income as if such claim had not been allowed. 
(2) Any person who knowingly and wilfully aids 
or abets any person in committing an offence under 
this paragraph thall forfeit the sum of five hundred 
pounds.’ 


This provision had its origin in the days when 
exemption or abatement could be claimed when- 
ever the total income was below a certain amount, 
but it now applies inter alia to personal allow- 
ances. For the granting of these a return of total 
income is a prerequisite. 

It is established that where the income is 
wrongly stated, in the manner laid down by the 
paragraph, the penalty is incurred notwithstand- 
ing the fact that the untrue statement made no 
difference to the amount of reliefs granted 
(Attorney-General o. Lloyds Bank Ltd (23 A.T.C. 
76; 26 T.C. roo)). 

On the other hand, the fact that the return 
contains a statement which is untrue does not of 
itself attract liability under paragraph 4 (1), any 
more than it attracts liability under Section 25 (3). 
Indeed, the scope of paragraph 4 is much narrower 
than that of Section 25 (3). The paragraph speaks 
extensively of fraud and it is against fraudulent 
practices that it is aimed. 

Although the phrase ‘untruly declares’ is not 
grammatically governed by the word ‘fraudu- 
lently’, it is clear that it must in effect be so con- 
strued. In the words of Lord Kinnear in Lord 
Advocate v. McLaren ([1905] 5 T.C. 110, at 
page 114): 

‘The offence charged ... is not, in my opinion, 
an inaccurate EES ‘but a false or untruthful 
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declaration. I shall be slow to adopt a construction 
which should place any simple error in the same 
category and punish it with the same severity as 
the other cffences defined in this section, namely, 
fraud or contrivance in making a claim or obtaining 
an exemption, and I do not think that this is within 
the ordinary meaning of the words of the enactment. 
A charge of declaring it an untruth seems to me to 
imply an intention to deceive, and the adverbial 
clause of the phrase confirms this implication, 
because it directs attention to the action and effect 
of the declarant, and not merely to the declaration 
_itselfWhen a man is said to make a declaration 
" untrue, that means in ordinary language that the 
man himself is untrue, and not merely that his 
declaration is untrue.’ 
Here again then, the Revenue cannot exact 
penalties unless, broadly speaking, they can prove 
an intention to deceive, and this is a burden which 
is frequently very difficult to discharge. 


Deceased Persons 


The existence of undisclosed income is often 
discovered after the taxpayer has died and it is 
the Revenue’s common practice to suggest the 
payment of something for penalties in such cases. 
But personal representatives should be very slow 
to assume that penalties are in fact exigible. The 
mere incorrectness of the return is not by itself 
conclusive. The test is the state of mind of the 
taxpayer at the time. As he is no longer here to 
give any one of several possible explanations of 
the error, he should not be convicted in his 
absence without the strongest circumstantial 
evidence of a guilty mind. 

But for the passing of the Law Reform (Miscel- 
laneous Provisions) Act, 1934, no question of 
penalties from the estate of a deceased person 
could arise. It seems very likely that when that 
Act was passed, the Legislature did not realize 
that it would extend to income tax penalties (see 
Attorney-General v. Canter (17 A.T.C. 488; 22 
T.C. 422; Lord Greene at 22 T.C. 433). 

Since these penalties are quasi-criminal in 
nature it is hardly in accordance with the general 
spirit of English law that they should survive 
against the estate of a deceased person, particu- 
larly when the Act of 1934 expressly excluded 
actions against personal representatives in respect 
of defamation, seduction, and adultery. Although 
the Inland Revenue have power to bring proceed- 
ings for penalties against personal representa- 
tives where the deceased has in fact incurred 
them, it seems most unlikely that they would do 
so in any but the most exceptional cases. In the 
Canter case quoted above, the executrix admitted 
that the deceased had incurred penalties under 
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the Income Tax Act, 1918, Section 30 (1) (b) 
(now Income Tax Act, 1952, Sixth Schedule, 
paragraph 4 (1) (DU. In another reported case 
where penalties were recovered from the estate 
of a deceased person under Section 30 (1) (b) it 
was admitted by the executor (presumably for 
good reasons) that the deceased had made the 
omissions ‘knowingly and with intent to deceive’ 
and had acted fraudulently. 

In many cases, however, it will be very difficult 
to say with certainty what was the reason for the 
omissions and in such cases it might be unjust to 
the other creditors of the estate, or to the bene- 
ficiaries, as well as to the memory of the deceased, 
to make admissions of his guilt. Of course there 
is nothing to prevent beneficiaries of full age from 
making such voluntary restitution to the Revenue 
as they think fit. 


Income Tax Act, 1952, Section 49 


The Income Tax Act, 1952, Section 49, pro- 
vides for the imposition of penal duties (as 
opposed to penalties) by the assessing commis- 
sioners, where there has been an understatement 
of income. In this case the burden of proof is 
switched to the taxpayer. 

Section 49 (1) is as follows: 


4g. — (1) If the Additional Commissioners or the 
General Commissioners: 


(a) have made a charge to tax under Schedule D 
in respect of a sum in excess of the amount 
contained in either the statement or the 
schedule of a person to be charged; or 

(b) discover, from the information of the sur- 
veyor, or otherwise, that a charge to tax in 
respect of a sum in excess of either such 
amount ought to be made, and an assessment 
is made, at any time within the year of 
assessment or within three years after the 
expiration thereof, 

they may, unless the person to be charged proves 
to their satisfaction that the omission by him did 
not proceed from any fraud, covin, art or con- 
trivance or any gross or wilful neglect, charge that 
person in respect of such excess, in a sum not 
exceeding treble the amount of the tax on the 
amount of the excess. 


Putting it at its highest, if the Inland Revenue 
can induce the assessing commissioners to apply 
this section, then the taxpayer must prove that 
the wrong statement was innocent, i.e. did not 
proceed from gross or wilful neglect. He is then 
in a position not very different from that of a 
taxpayer who is proceeded against under Section 
25 (3). Perhaps he is in a slightly better 
position, for he need prove only that there was 
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no ‘gross’ or ‘wilful’ neglect. Plain ordinary neglect 
is apparently permissible. 

Nevertheless, it need hardly be said that 
section 29 is wholly alien in spirit from the 
general principles of English law. Strong repre- 
sentations have been made that the section be 
repealed and it would not be surprising if there 
were a recommendation to this effect in the coming 
report of the Royal Commission on the Taxation of 
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Profits and Income. Proceedings under the section 
are very rare and no doubt many bodies of com- 
missioners would be extremely loth to countenance 
them. Accordingly, the section is not of great 
practical importance beyond the psychological 
effect produced when the Inspector quotes it to 
a taxpayer whose returns have been found to be in- 
correct and who is deliberating what sort of ‘volun- 
tary’ offer he should make in place of penal duty. 


ELECTRONIC ACCOUNTING 


BRITISH RAILWAYS INSTALLATIONS 
by R. GLENDINNING, M.A., C.A., F.C.W.A. 


recent years, British Railways have been 

studying the possibility of using electronic 
equipment in their various accounting offices; not 
long ago it was announced that a Powers-Samas 
electronic multiplying punch had been installed 
by the regional accountant of the London Midland 
Region of British Railways in his works account- 
ant’s office at Crewe. 

Similar equipment. has been installed in 
another region, and throughout British Railways 
as a whole the possibility of using electronic 
equipment for various types of accounting work 
is being explored. It should perhaps be men- 
tioned that though a great deal of the work 
throughout the six regions of the railways is 
similar in nature, variations in local conditions 
sometimes demand variations in the type of 
appliances used. Accordingly, different types and 
makes of electronic equipment are being studied 
on the railways where, indeed, they have not 
already been installed or ordered. 

The equipment installed at Crewe is among 
the first to be manufactured in this country for 
ordinary commercial purposes and can perhaps 
be more appropriately described as an electronic 
calculator, to distinguish it from the more com- 
prehensive type of computer. Most of the latter 
types in existence in Britain, with the exception, 
of course, of ‘Leo’, the computer built by J. Lyons 
& Co Ltd, have been largely developed to carry 
out mathematical and scientific calculations in the 
wniversities, research laboratories, etc., and are 
of a much more complex construction. These 
latter, starting from a relatively small amount of 
original data, carry out a number of elaborate 
calculations in accordance with numerous com- 
plex formulae, to provide a very condensed 
answer. On the other hand, commercial work 


Í = many other large-scale undertakings in 


involves applying relatively simple calculating 
processes to a large amount of original data. Like 
the original data, the product is extensive. (The 
preparation of a payroll provides perhaps the 
most universal example of commercial work.) 


Application to Stores Accounting 


The electronic multiplying punch at Crewe 
will be used in connection with stores accounting 
and illustrates the kind of work which is character- 
istic of business as opposed to scientific activities, 
for example. It will be appreciated that most of 
the work concerned was previously carried out 
by conventional punched-card equipment. This 
is still the basis of the system which has, however, 
beer: altered to incorporate an additional unit, 
viz. the electronic punch, to carry out work 
which was previously done by clerical staff. The 
following briefly describes the work the new 
system is called on to do and how it does it. 

The value of the stores with which the equip- 
ment is associated amounts to some £44 million, 
the relative annual turnover is over £25 
million, and the accounting processes must be 
applied to more than ten million transactions per 
annum. Some 60,000 different items are involved 
and the number of receipts and issues dealt with 
daily is 7,000. For multiplication purposes the 
equipment can calculate up to a maximum of 
£999 195 11-9994 X 99999°99. 

There is maintained a file of punched cards, of 
the ordinary type, corresponding with every item 
in store and showing in respect of each item its 
identification number, rate, class of material, type 
of unit and the balance held, both in value and in 
quartity. These cards, termed “balance cards’, 
are filed within each class in identification number 
order. Separate stores ledger account cards, 
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designed for use with the equipment, are filed in 
the same order. 

Each day, in respect of each of the 7,000 receipt 
and issue documents received, relative to the 
previous day, a punched card (‘movement’ card) 
is prepared and verified. 

‘These cards are then sorted by the equipment 
in the ordinary manner at a speed of 600 cards 
per minute into identification (or ‘catalogue’, as 
is the railway term) number order. The cards 
are then tabulated to give control figures. The 

-ledger account sheets relative to the items shown 
in this tabulation are then extracted. 

At the same time as the ledger account sheets 
are being extracted the punched cards for receipts 
or issues are merged with the balance cards 
referred to earlier by means of an interpolator. 
The interpolator rejects the balance cards for 
which there are no movement cards and segre- 
gates any of the latter for which there is no 
corresponding balance card- because of an 
incorrect catalogue number or because the item 
concerned is a new one. Appropriate action is 
taken on these cards. 


Speed of Calculation 
When that process is complete, the cards 
relative to items on which there has been move- 
ment are passed through the electronic multi- 
plying punch. From the information in the 
balance cards this punch senses the rate, multi- 
plies it by the quantity punched in the movement 
cards (of which there may be several for any one 
stock item) and_punches the product in the latter 
(after checking the calculation). It performs this 
work at a rate of two calculations per second and 
accordingly completes the work relative to 7,000 
transactions in something over an hour. The 
prices used for rating issues are the averages of 
the stock held. 

The final stage of the work again proceeds on 
conventional lines: the tabulator senses the open- 
ing balance of each item both in quantity and 
value, tabulates the details of each movement on 
the relative ledger sheets, adds or subtracts the 
receipts or issues, and finally prints the closing 
balance, for which a new punched card is pro- 
duced. These closing balance cards are then 
merged with those on which there has been no 
movement, ready for the work of the following day. 

A wide range of accounting and statistical in- 
formation is, of course, obtained from the 
‘movement’ cards, which are sorted and tabulated 
in the ordinary way. 

Although it would be unwise to draw con- 
clysions at this early stage about the precise 
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impact electronic equipment will have upon 
accounting and other offices, some of the general 
considerations affecting its development may be 
referred to with appropriate caveats. 

It seems likely that, for some time at lease 
electronic calculators which are, of course, much 
less expensive than the larger type of computers 
such as ‘Leo’, will play an important role in con- 
junction with conventional punched-card equip- 
ment: the unit concerned is relatively simple and 
therefore the benefits of electronic equipment in 
a limited field can be obtained for a comparatively 
modest outlay. An electronic calculator does not 
involve a storage unit such as is characteristic of 
the large computers: moreover the programming, 
Le, the highly technical work, important in the 
case of the large computers, of preparing instruc- 
tions for the control unit, is avoided. 

In consequence, one of the advantages of 
electronic equipment, viz. speed of calculation — 
as opposed to the equivalent of ledger posting, 
which can be done by some computers — may be 
obtained in conjunction with conventional 
punched-card equipment, with a relatively small 
unit and without the need for specialized staffs. 

. Furthermore, it is precisely in relief of the 
limiting factor in the processes involved in the 
operation of conventional types of punched-card 
equipment that such electronic units function — the 
calculating processes are usually the bottle-necks. 

It appears, therefore, as if an office can obtain 
certain of the advantages inherent in the use of 
electronic equipment without, however, having 


to install a comprehensive type of computer 


comparable to, say, ‘Leo’. Where punched-card 
equipment is already installed, these advantages 
are more readily obtainable. 


Diversity of Electronic Equipment 

The availability of this new multiplying punch 
suggests that electronic computers may them- 
selves take as diverse forms as present-day non- 
electronic equipment. A digital computer such 
as ‘Leo’ comprises input, storage, output, calcu- 
lator and control units. These units can vary 
greatly in capacity and installations can be built 
up on the ‘package’ principle, i.e. units can be 
added, as required, to increase capacity in certain 
directions. 

At one end of the scale there is, then, the large 
and what may be described as comprehensive, 
type of digital computer, able to undertake a great 
variety of work, and with a large capacity, but 
requiring highly-skilled staff to prepare pro- 
grammes for it and to service it. The calculating 
units which work in conjunction with ordinary 
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punched-card equipment may be said to be at 
the other end of the scale. 

What there is likely to be a demand for is a 
comprehensive (i.e. possessing the same range of 
operations) type of equipment, but with a smaller 
capacity which would be suitable for the smaller 
type of organization. 

It is understood that relatively inexpensive 
computers are likely to become available soon 
although equipment to meet requirements of the 
more comprehensive type are more likely to be 
‘tailor-made’. 

Thus, in the near future, there are likely to be 
various types of electronic equipment and pre- 
sumably further diversification will appear as 
time goes on. 

The limiting factors in all cases appear to be 
the speed with which data can be ‘read’ from the 
input cards and the speed with which the results 
of the calculation process can be recorded. 
Naturally, it is to these fields that attention is at 
present being paid. Punched tape and magnetic 
tape, for example, are two of the media, suitable 
in some circumstances, which can be ‘read’ more 
quickly than conventional punched cards. 


Striking Possibilities 


But if information were automatically punched, 
or otherwise recorded initially, on a medium 
suitable for processing without subsequent trans- 
lation into punched cards or magnetic tape, much 
greater advantages would be obtained. 
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Hetter, if the original recording — say, the time 
of arrival, departure, etc., in the case of time 
records for wage purposes — could be recorded 
directly into the electronic computer itself (and 
pernaps there are already such cases in the 
United States), this would represent a great 
advance even on present methods. 

More striking still, if from an original docu- 
ment (and it is not likely that documentation will 
entirely cease) the computer, by ‘scanning’, 
could extract the required information, a large 
part of the work at present required in con- 
nection with computers, viz. translation from 
one medium to another, would be avoided. 

On the output side, increased speeds of printing 
the results would make computers and calculators 
still more useful. 

All the above lines of possible development are 
at present under investigation and further 
spectacular advances may be expected. 

In conclusion, a brief reference may be made 
to the effect upon accounting staffs, resulting 
from a change-over to electronic equipment. In 
general, the effect is likely to be to switch certain 
types of clerical effort from the more automatic 
types of work to that of presentation and inter- 
pretation of information, apart, of course, from 
staff required for programming and servicing in 
cornection with the larger types of computer. In 
accounting offices there is still much work of an 
automatic, and therefore monotonous, nature; 
in such cases the advent of electronic computers 
or calculators is likely to be welcomed. 


NORTH AMERICAN COMMENTARY—LVIII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, 
New York, December 1954 


Disunity Among Accountants 

N January, forty-four State legislatures were to 
[== and the editorial anticipated sharp 

clashes about legislation to regulate public 
accounting. If the pattern of recent years is 
followed, non-certified public accountants will 
seek some form of recognition from the State 
and disapproving certified public accountants will 
cause the proposed legislation to be rejected. The 
editorial calls for a moratorium on such battles, 
urging that education is a better way to achieve 


professional status than legislation. There are 
signs, it says, that this is being recognized. 

The American Institute of Accountants has 
provided, without charge, copies of a new 
brochure Information for C.P.A. Candidates, for 
distribution to all members of the National 
Society of Public Accountants. The Ohio 
Society of Certified Public Accountants has 
worked out a plan of courses to assist public 
accountants in passing the C.P.A. examination. 
This plan, says the editorial, seems to be approved 
by the State organization of public accountants. 
Other States are considering similar activities. _ 
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Accountants’ Legal Responsibility 
The editorial reports that Mr Saul Levy, c.P.A., 
a member of the New York Bar and a recent 
member of the Executive Committee and Council 
of the American Institute of Accountants, has 
presented in one volume? a collection of the more 
important judicial decisions as to the accountant’s 
legal responsibilities. The presentation of cases 
is prefaced with a thought-provoking analysis of 
the facts and legal reasoning of the landmark 
cases, and the editorial hails the work as a notable 
-eofitribution to the subject. The leading English 
decisions are included. The present reviewer 
would add that there does not seem up to now 
to have been, in North America, the same interest 
in this case law as has always been evident in 
Britain. Questions on the subject have been 
infrequent in the professional examinations and 
text-books have, for the most part, given relatively 
little space to it. This situation may now be 
changing. 
The Methods Group 
Mr Joseph Pelej, C.p.a., partner in charge of 
management advisory services, Price Waterhouse 
& Co, tells how methods improvement has, in 
the last five years, developed from a relatively 
unorganized activity into a major business func- 
tion. He points out how the last decade has seen 
methods improvement techniques that had long 
been used in the factory adapted to the adminis- 
trative functions, while new techniques have 
been devised to cope with particular technical 
and human problems. Originally, says Mr Pelej, 
the methods group was often selected by the 
controller to resolve a procedural problem, 
usually in the accounting department. Gradually 
its objectives expanded, until it found itself con- 
cerned with procedures unconnected with the 
accounting department. But there was often mis- 
understanding within the group and a difference 
of interpretation among the departments and by 
management. 

Up to go per cent of methods groups are still 
responsible to controllers, and Mr Pelej sees in 
this. fact one of the main difficulties, in view of 
the expansion of their interests to administrative 
methods outside the accounting department. He 
suggests that the group be placed under an 
executive independent of any one department or, 
in any case, that management should make it 
clear that the group works for the interests of the 
company as a whole. Also, he says, management 
should designate an executive to act as arbitrator 
1 Accountants’ Legal Responsibility, by Saul Levy. Published 


by the American Institute of Accountants, 270 Madison 
Avenue, New York 16. 288 pp. $5.00. 
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between departments and the group. It is also 
essential for the group leader to have, not only 
technical competence, but administrative skill. . 
Within the group, highly trained technical person- 
nel must fully appreciate the advances in business 
electronics. 


The Canadian Chartered Accountant, 
Toronto, December 1954 

Depreciation and Deferred Income Tax 
The Committee on Accounting and Auditing 
Research of the Canadian Institute of Chartered 
Accountants has published a new Research 
Bulletin No. 10. After five years of restriction of 
the capital cost allowances for corporate income 
tax to the aggregate provision for depreciation in 
the books, companies have been completely 
freed from such restriction. For income tax 
purposes, allowances may be claimed for assets 
under construction or not coming into service 
until late in the year. Also the rates specified for 
income tax may not be in line with the expectation 
of life of actual assets. Consequently the income 
tax allowances may result in profits materially 
different from those shown by the published 
accounts. In such cases, the committee concludes 
that the financial statements should show the 
extent of the resulting reduction or increase of 
taxes for the year and the net accumulated 
amount of any reduction to date. It is considered 
permissible to calculate net profit on the basis 
of income tax actually payable for the year. In 
most cases, however, the committee thinks it 
desirable that a material reduction in current 
taxes through excessive capital cost allowances 
for income tax should be treated as applicable to 
those future years when depreciation correspond- 
ing to the excess is charged in the accounts. This 
conforms to the principle of matching costs and 
revenues. | 

It is stated that the resulting balance sheet item 
will be a deferred credit to expense, not a pro- 
vision for a future tax liability, so that it need not 
be adjusted for changes in tax rates. The amount 
transferred to income in years when recorded 
depreciation exceeds the allowance for taxation 
should be calculated, says the bulletin, by applying 
to the amount of the excess the effective average 
rate of taxation in the years of accumulation. 

In a following commentary, Mr Lawrence .Ge 
Macpherson, c.a., Director of Research of the 
Canadian Institute, deals with the views of some 
accountants that the deferred credit should be 
shown on the balance sheet as part of the share- 
holders’ equity. He points out the anomaly of 
thus increasing surplus by a reduction of profits. 
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ESTATE DUTY 
GIFTS, SETTLEMENTS, AND SHARES IN FAMILY 
COMPANIES 


Some Recent Non-Statutory Developments. 
by G. A. RINK, B.C.L., M.A. 


estate duty on gifts and settlements and on 

shares in family companies might be expected 
to discuss both the decision in Re Holt ([1953] 
r W.L.R. 1488; 32 A.T.C. 402) and the Finance 
Act, 1954. The Accountant has, however, fairly 
recently had detailed articles on both the decision 
and the Act, and so the present article will refer to 
them only incidentally. It should perhaps be empha- 
sized that, in so far as it breaks new ground, this 
article represents only the writer’s own views and is 
likely to be controversial. 


) N article on recent developments in regard to the 


In an article in The Accountant of December 2nd, 


1950, the present writer~in the absence of any 
conclusive authority — expressed the view that, on the 
death of a man who had settled a policy of assurance 
on his own life, estate duty would become payable 
under Section 2 (1) (d) of the Finance Act, 1894, on 
the policy moneys. In D’ Avigdor-Goldsmid v. CER. 
([1953] A.C. 347; 32 A.T.C. 26) the House of 
Lords, reversing the Court of Appeal, decided that 
this view was wrong. It is therefore appropriate to 
‘begin the present article with a short account of this 
decision and its background. ` ` 


Life Policies included in Settlements 
or Gifts 


Until the decision of the House of Lords in the 
D’ Avigdor-Goldsmid case there appeared to be at least 
two separate headings under which a policy of life 
assurance might have become liable to estate duty on 
the death of the assured when not forming part of 
his estate at that time. These headings were para- 
graphs (c) and (d) of Section 2 (1) of the Finance 
Act, 1894, extended (in each case) by subsequent 
legislation. 

Section 2 (1) (c), which incorporated (with amend- 
ments) Section 38 of the Customs and Inland Revenue 
Act, 1881, and Section rz of the Customs and Inland 
Revenue Act, 1889, is the section which imposed 
duty on gifts inter vivos made within a specified 
period (three months in 1881, but now normally five 
years) before the donor’s death. The later of these 
incorporated sections provided that, where a policy 
on his own life was wholly kept up by the deceased 
for the benefit of a donee, duty should be payable on 
the whole of the policy moneys on the deceased’s 
death: where the policy was partially kept up by him 
A lecture delivered to the London and District Society of 


Chartered Accountants, on January rath, with Mr J. H. 
Mann; .M.B:E., M.A., F.C.A., in the chair. oe 
` + 
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for the benefit of the donee, duty was to be paid on 
part of the policy moneys in proportion to the 
premiums paid by the deceased for this purpose. ` 
This means that, where the deceased has assigned _ 
a policy on his own life by way of gift or voluntary 
settlement and paid premiums on it after the assign- . 
ment, duty will become payable on the whole or part 
of the policy moneys, according to whether the 
deceased paid all the premiums after the assignment, 
or only some of them. Premiums paid before the 
assignment do not count for this purpose, because 
those premiums were not paid for the benefit of a 


‘donee, but for the benefit of the assured himself 


(Lord Advocate v. Inzievar ([1938] A.C. 402; 17 
A.T.C. 152)). It should be added that where the 
gift was made less than five years before the death of 
the assured, duty is payable on the whole of the ` 
policy moneys under other (and better known) 
provisions of Section’2 (1) (c), and the payment or 
non-payment of premiums by the deceased is irrele- 
vant. But no part of Section 2 (1) (c) applies to. gifts 
made in consideration of marriage (Finance (1909-10) 
Act, 1910, Section 59 (2)). 

The provisions of Section 2 (1). (e) relating to 
policies kept up by the deceased after the date of a 
gift have been extended by Section 76 of the Finance 
Act, 1948. The principal result of this section is that 
where a policy has been kept up in pursuance of, 
and out of assets or income subject to, a settlement, 
disposition, trust, agreement or arrangement, made 
by the deceased, duty will be payable on the policy 
as though it had been effected by him and kept up 
by him for the benefit of the donee. 

Paragraph (d) of Section 2 (r) of the Finance Act, 
1894~—the other paragraph mentioned above- 
provides that property passing on the death of the 
deceased shall be deemed to include 

‘any annuity or other interest purchased or provided 

by the deceased . . . to the extent of the beneficial 

interest accruing or arising by survivorship or 
otherwise on the death of the deceased’. 
The words ‘beneficial interest’ in this paragraph 
should be contrasted with the word ‘benefit’ ma 
comparable setting in Section 2 (I) (0). Section 2 


(1) (d), which applies whether the annuity or other 


interest was provided voluntarily or for valuable 
consideration, was extended by Section 30 of the 
Finance Act, 1939, on lines producing somewhat 
similar results to those subsequently brought about 
by Section 76 of the Finance Act, 1948, in relation to 
Section 2'(1) (e). ` ee 
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The D’ Avigdor-Goldsmid Case 


Before the D’Avigdor-Goldsmid case it was largely 
accepted that where a life assurance policy was (as 
often happens) included in a marriage settlement and 
kept up by the assured or the trustees under the 
terms of the settlement, Section 2 (1) (c) would not 
apply but Section 2 (r) (d) would do so. In the 
D’ Avigdor-Goldsmid case a policy on the life of the 
deceased was included in a marriage settlement. 
The policy was kept up partly by the deceased 
himself and partly otherwise in such a way that, 
_ having-regard to Section 30 of the Finance Act, 1939, 
the deceased had to be treated as having provided 
the policy himself. The Court of Appeal (Re 
D’ Avigdor-Galdsmid ([1951] Ch. 1038; 30 ATC 
219)) held that as the policy had been comprised in 
a marriage settlement, Section 2 (1) (c)- even as 
extended — would not apply, but Section 2 (1) (d) (as 
extended) would, nevertheless, do so. 

There was no appeal from this decision in connec- 
tion with Section 2 (1) (c), but on the appeal with 
regard to 2 (1) (d) the House of Lords reversed the 
Court of Appeal. The decision of the House was 
based on the following reasoning. A policy of assur- 
ance represents a bundle of rights which includes 
(¿nter alia) the right to receive the policy moneys 
when payable. That bundle of rights is increased in 
value by the death of the assured, since the policy 
moneys thereupon become immediately payable: 
but even though a benefit accrues in this way, there is 
no new beneficial interest. From the date of the settle- 
ment the beneficiaries under the settlement have 
been entitled to the policy and all the rights which it 
confers, including the right to receive the policy 
moneys on the deceased’s death. 

It seems to follow from the decision in the 
D’ Avigdor-Goldsmid case that Section 2 (r) (d) will 
seldom, if ever, apply in practice in regard to policies 
of assurance. But the importance of the decision 
extends far beyond life policies, and it may be helpful 
to refer to one of the less obvious types of case which 
the principle established by it appears to cover. 

In arranging the shareholdings in a family company, 
it may occasionally be convenient that a shareholder 
should give away some of his shares but that the 
shares retained by him should have special rights 
attached to them during his life. Assuming that he 
survives for five years, then, as a result of the 
D’ Avigdor-Goldsmid decision, it seems that no duty 
will, on his death, become payable on the shares so 
given away, merely on the ground that their value will 
be increased by reason of his death and the consequent 
cesser of the special rights attached to the shares 
retained by him. (Any arrangement of this kind 
should, however, be made only after careful con- 
sideration of any possible repercussions in connection 
with anes 46 and Section 55 of the Finance Act, 
1940. 


Sneddon v. Lord Advocate 


After “the ‘decisions of the Court of Appeal in 
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Attorney-General v. Oldham ([i940] 2 K.B. 485; 
rg A.T.C. 84, 370) and Re Payne ([1940] Ch. 576; 
19 A.T.C. 142) it was accepted that where estate duty 
becomes payable under Section 2 (x) (c) of the 
Finance Act, 1894, it must be paid: 
(i)on the property actually given, if there had 
been an absolute gift, but 
(ii) on the trust fund as constituted at the settlor’s 
death, if the gift had been by way of settlement. 
In Sneddon v. Lord Advocate ([1954] A.C. 257; 
33 ATC 16) the House of Lords decided that, 
whether there was an absolute gift or a settlement, 
the duty is payable on the property actually given and 
not on any assets which have, by the time of the 
donor’s death, come to represent it in the hands of 
the donee or the trustees of the settlement. 


Consequences of the Sneddon Case 


It is well established that where estate duty becomes 
payable on property comprised in a gift, the duty 
is payable on the value of the property at the death 
of the donor and not on its value at the date of the 
gift. Thus, if the gift consists of shares which go 
down in value, the duty payable by the donee is 
appropriately low and if the subject-matter of the 
gift has ceased to exist, he pays no duty at all. A 
favourite example is that of the valuable race-horse 
which dies before the donor: duty is not claimed in 


such a case, nor is it claimed where the subject- 


matter of the gift is a security which is paid off (and 
therefore ceases to exist) during the donor’s lifetime. 
(See Re Iveagh ([1954] Ch. 364 at 379; 33 A.T.C. 
47 at 54).) 

On the other hand, there are cases where the 
donee may suffer great hardship as a result of this 
method of charging duty. The subject-matter of the 
gift may be a speculative investment: if, prudently, 
the donee sells it and it goes up greatly in value, he 
may find himself saddled with duty in excess of both 
the price which he obtained for the investment and 
the value of the new investment which, in his hands, 
represents that price. The same might happen if the 
subject-matter of the gift was a house or an estate 
which the donee could not afford to keep up and had 
to sell on that account. Where the donor is a man of 
great wealth so that on his death estate duty is likely 
to be payable at a very high rate, the only way in 
which the donee can ensure that he will not lose as a 
result of a gift is by retaining the property in specie, 
however undesirable or difficult such retention may 
be in other respects. 

Difficult as is the situation of an individual donee 
who receives a gift from a man of wealth, the position 
of trustees under a voluntary settlement made by 
such a man is even more unenviable. If they receive a 
sum of money from the settlor (as happened in the 
Sneddon case), then — in the absence of some finusual 
clause in the settlement — it would be their duty to 
invest it: if they failed to do so for five years, they 


_ would be held liable for wilful default. On the other 


hand, if they do,invest; they run thé ‘risk ‘of having 
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to pay duty out of their own pockets, unless, indeed, 
they invest in a completely safe mortgage or in 
short-term Government securities, which produce a 
very low rate of interest. Their position is even more 
difficult where, instead of money, they are given a 
speculative investment or even (as suggested above) 
an estate which they could not maintain. 
Since the Sneddon decision it has been held that 
the same principle applies where duty becomes 
payable under Section 43 of the Finance Act, 1940, 
on the death of a life-tenant who has surrendered his 
life interest in the course of the previous five years. 
In such a case the duty is payable on the actual asset 
in respect of which the life-tenant expressly sur- 
rendered his interest, whether that asset consisted of 
(i) investments comprised in the settled fund (Re 
Iveagh ([1954] Ch. 364; 33 ATC 47) or 

(ii) a specified sum of money to be raised out of 
that fund (Re Foynson ([1954] 2 W.L.R. 1061; 
33 ATC 126).) 


Change of Subject-matter of Gift 


Where it is suggested that the subject-matter of a 
gift has ceased to exist and that therefore no duty is 
payable, it may in some cases be difficult to decide 
whether any property existing at the donor’s death 
can be said to be the property which was taken under 
the gift (e.g. if the gift consisted of shares whose 
nature was, after the gift, changed on a reconstruc- 
tion). 

Although this precise point has not yet come up 
for decision, the Court might be expected to decide 
it on the same‘principle as it applies where, between 
the date of a testator’s will and the date of his death, 
there have been changes in respect of shares comprised 
in a specific legacy given by him. In such a case, 
the legacy is addeemed unless the Court can say that, 
notwithstanding changes in name or form — such as 
consolidation or subdivision — the shares in existence 
at the date of the death were substantially the same 
thing as those existing at the date of the will and 
comprised in the legacy. If the changes had been 
such that, though the new shares could be said to 
‘represent’ the old shares, they were no longer sub- 
stantially the same shares, the Court would treat the 
subject-matter of the legacy as having ceased to 
exist. (Re Slater ([igo7] 1 Ch. 665 at 672~-3).) 

It seems very unlikely that Parliament will allow 
the decision in the Sneddon case to stand for long. So 
far as settled funds are concerned, it would be reason- 
able to restore the law as it was previously understood 
— namely, that the trustees should be liable to pay 
duty on the value of the fund (whatever its constitu- 
éion) at the death of the donor. On the other hand, it 
is not easy to see what would be a satisfactory 
solution in connection with gifts to individuals who — 
in mañy cases—could not reasonably be expected 
to keep the subject-matter of a gift either wholly 
unchanged or even in a form in which it could be 
clearly traced at the donor’s death. ‘The existing 
difficulties arise largely because of,the extension of 
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the relevant period to five years, but there seems no 
hope that it will be reduced in the foreseeable future. 


The Settlor as Trustee 


When a man makes a settlement for the benfit of his 
children or others with a view to escaping estate duty 
(and often also tax), he would usually like to become 
a trustee of the settlement. Normally he is advised 
that this course would be undesirable as it might 
result in estate duty becoming payable on the settled 
property on his death. This advice is prudent 
because, if the settlor severs every possible connection 


— 


with the settlement and the settled property, future ` 


legislation is less likely to subject the property to 
estate duty on his death (or to tax during his life) 
than if he retains some connection, even purely 
fiduciary. So far as present law is concerned, however, 
the mere fact of the settlor remaining a trustee 
would not attract estate duty (or tax) provided that 
(so far as duty is concerned) two conditions were 
fulfilled. 


(oi He must not at his death be the sole trustee of 
the settlement. If he were then the sole trustee, 
estate duty might become payable on the 
ground that he was at his death ‘competent to 
dispose’ of the settled fund, within the meaning 
of Section 2 (1) (a) of the Finance Act, 1894. 
The expression ‘competent to dispose’ is 
defined so as apparently to apply where the 
deceased was competent to dispose of property 
as sole trustee of a settlement made by himself 
though not where he was so competent as sole 
trustee of a settlement made by another (see 
Section 22 (2) (a)). 

(6) The settlor must be excluded from receiving 
any remuneration for his services as a trustee. 
This point was decided by the Privy Council in 
Oakes v. Commissioner of Stamp Duties of New 
South Wales ([1954] A.C. 57; 32 A.T.C. 476), 
distinguishing the principle of the cases next 
referred to below. 


Gifts with Reservations in Favour 
of the Settlor 


In order that a gift or voluntary settlement may escape 
estate duty if the donor survives for five years, the 
sections incorporated in Section 2 (1) (c) of the 
Finance Act, 1894 require that he should be entirely 
excluded from possession and enjoyment of the 
subject-matter of, and also from any legally enforce- 
able benefit in connection with, the gift. In con- 
sidering whether there has been such exclusion 
from possession or enjoyment, it is necessary to 
determine what beneficial interest was the subject- 
matter of the gift, since the donor’s possession and 
enjoyment of a different beneficial interest in the 
same property is not in itself inconsistent with the 
necessary exclusion in respect of the subject-matter of 
the gift. Thus, duty has been held not to be payable 
on the death of a settlor who (in addition to having 
an ultimate resulting interest which did not become 
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effective) was, down to his death, one of the trustees 
of the settlement and retained control of the voting 
rights in respect of shares included in it (Com- 
missioner for Stamp Duties v. Perpetual Trustee 
Company ([1943] A.C. 425 at 445, 6)). Again, duty 
has been held not to be payable on land comprised 
in a settlement, although the settlor farmed it in 
partnership with his sons down to his death (Munro v. 
Commissioner of Stamp Duties ([1934] A.C. GO 
Both these cases have recently been approved by the 
House of Lords (St Aubyn v. Attorney-General 
([1952] A.C. 15 at 26, 27, 49; 30 A.T.C. 193 at roo, 


"OO, 211).) 


Breaking up Settlements 


Since 1939, taxation and death duties have been so 
high that it is often urgently desirable for the 
beneficiaries under a settlement to put an end to it 
and to distribute the settled property among them- 
selves. Where all the beneficiaries are in existence and 
sui juris, it is easy to do so: indeed, it may be possible 
to carry through the transaction in such a way as to 
escape duty even if the life-tenant dies within five 
years. Where, however, some of the beneficiaries are 
infants — and particularly where there are protective 
or discretionary trusts- much greater difficulties 
arise. 

For several years these difficulties were overcome 
by means of an application to the Court, which was 
usually prepared to sanction, on behalf of infants and 
unborn persons who would benefit from it, an 
agreement between the adult beneficiaries for 
breaking up a settlement in order to save substantial 
duty. However, the House of Lords has now decided 
that, in the absence of a genuine doubt as to the 
effect of one or more provisions of a settlement, the 
Court has no jurisdiction to terminate, or otherwise 


alter, the beneficial trusts under a settlement of - 


personalty (including in that term the proceeds of 
sale of land held on trust for sale) even where such 
a step would save very heavy duty and so be for the 
greatest, possible benefit of all the infants and unborn 
persons concerned (Chapman v. Chapman ([1954] 
A.C. 429; 34 A.T.C. 84).) Moreover, in its legislative 
capacity the House of Lords has rejected a Private 
Bill to put an end to a settlement in such circum- 
stances, on the ground (in effect) that Parliament 
should not pass a Private Act whose main object is to 
enable individuals to escape the consequences of 
public fiscal legislation. 

Accordingly, it is now impossible — in what might 
perhaps be described as a typical case — to put an end 
to a settlement under which infants or unborn 
persons are interested, whether as objects of a 
discretionary trust or otherwise. In such a case, the 
settlement must be allowed to run its course, to the 
advantage of the Revenue and the loss of the bene- 
ficiaries. There are, however, many settlements even 
of this kind, which could be broken up notwithstand- 
ing Chapman v. Chapman (above), and the possibility 
ofedoing so should therefore be carefully examined 
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wherever a big saving in estate duty could be expected 
to result. 


Valuation of Unquoted Shares - the 
usual Basis 


In valuing shares for estate duty purposes, the 
question is what price could, at the time of the 
deceased’s death, have been obtained for the shares 
in the open market if there had been an open 
market for them. There can never be an open market 
for shares in a private company, and the market 
assumed for estate duty purposes is a hypothetical 
market. The buyer is a hypothetical buyer, who 
will be entitled to be registered as proprietor of 
the shares on completion of his purchase (Com- 
missioners of Inland Revenue v. Crossman {[1937] 
A.C. 26; 15 A.T.C. 94)) but who is assumed to buy 
(and so to fix his price) on the basis that he will have 
no right to make any special terms with the board 
or the other shareholders and no right to obtain from 
the board (either before or after the purchase) any 
information which it would not be either legally 
bound, or willing voluntarily, to supply to him. 

Re Holt was concerned with the valuation — for 
estate duty — of a minority holding of ordinary 
shares in a prosperous family company which, 
though vulnerable in certain respects, had over a 
number of years had very big earnings and paid 
regular (though modest) dividends. The evidence in 
that case established that normally the most im- 
portant (though by no means the only) factor in 
assessing the open-market value of a minority holding 
of unquoted shares for estate duty purposes is the 
dividend yield on the shares. But this fact provides no 
guidance for the valuation of shares in a company 
which has been making losses or insufficient profits 
to result in the payment of dividends. 

Where dividends could easily have been paid but 
all the shareholders, being also directors, preferred to ` 
receive their income by way of remuneration, the 
shares of a deceased shareholder would presumably 
have to be valued on the general lines adopted in the 
Holt case but on the basis that in future the majority 
shareholders could not vote more than reasonable 
remuneration to themselves as directors and, if they 
wanted a bigger income from the company’s profits, 
would have to obtain it by declaring appropriate 
dividends. 


Valuation of Shares in Unprofitable 
Family Companies 
The real difficulty arises where the company has 
not made sufficient profits — over and above reason- 
able remuneration for its directors — for it to be able 
to pay dividends. The estate duty office often argués 
in such a case that the company’s shares fall to be 
valued on the basis of the value of the company’s 
net assets, it being impossible to value them in the 
manner adopted by the Court in Re Holt. One 
result of this argument would be that the company’s 
inability to pay a dividend would often make the 
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shares worth much more than if the company had 
paid a regular, though modest, dividend. In some 
cases, part of the answer to the argument is to be 
found in the judgment of Denning, L.J., in Dean v. 
Prince ([1954] Ch. 409 at 429), where he said: 

‘It is a well-known fact that a losing concern 
cannot realize the book value of its assets. There is 
an element to be taken into account which is some- 
times spoken of as “negative goodwill”. It comes 
about in this way: if a business is making a loss, 
that shows that its assets, regarded as an entity, are 
not a good investment. A purchaser will decline, 
therefore, to buy on that basis. He will only buy on 
a piecemeal basis, according to what the various 
assets taken individually are worth: and it is obvious 
that on a sale of assets piecemeal, the vendor will 
suffer heavy losses as compared with the book 
figures.’ 

Dean v. Prince was a case in which shares in an 
unprofitable company had to be valued under its 
articles for the purpose of purchase by the surviving 
shareholders on the death of the majority shareholder. 
The Court of Appeal stressed that in the circum- 
stances it had to consider the realities of the situation 
and not the hypothetical situation required for 
i a of estate duty (see e.g. [1954] Ch. at 420, 
439): 

The above remarks of Denning, L.J. would, how- 
ever, apply so far as they go, even in an estate duty 
case, but the hypothetical buyer for estate duty pur- 
poses could not be assumed to buy a minority holding 
in an unprofitable company on the footing that the 
company’s assets would forthwith be realized (even 
piecemeal) and sold for the best price then obtainable. 
The majority holders might wish to carry on for a 
long time — perhaps because the business constituted 
their livelihood, or perhaps because they were 
naturally optimistic — and in that event the company 
might have to meet heavy new liabilities out of its 
probably depreciated assets when it was ultimately 
wound up. 

Accordingly, the value of an unquoted minority 
holding in an unprofitable company must be very 
speculative indeed and could be only a small fraction 
of the value of the assets of the company on a going 
concern basis. The actual figure to be put on the open 
market price in these circumstances would have to 
be decided on evidence on the same general lines as 
the evidence in the Holt case, although it might be 
much more difficult to obtain appropriate evidence in 
connection with a losing company, since there are 
far fewer. dealings in unquoted minority holdings of 
such! companies than in corresponding holdings of 
prosperous companies. ` 


° Estate Duties Investment Trust Ltd 
(‘EDITH’) and Similar Companies 

So far gs prosperous companies are, concerned, there 

has, for the past eighteen months or two years, been 

a fresh factor in the field- namely, companies 

(hereinafter .for convenience: called — somewhat in- 

accurately — ‘estate duty companies’) whose business 
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consists wholly or largely in acquiring minority 
holdings in private companies. There are at least ~ 
three such companies, of which the best-known is 
Estate Duties Investment Trust Ltd- commonly 
known as EDITH, -the other two being Safeguard 
Industrial Investments Ltd and Private Enterprises 
Investment Company Ltd. Of these EDITH, which 
was the first in the field, was formed by Industrial 
and Commercial Finance Corporation (I.C.F.C.) — 
itself a creature of the big banks — and by a number 
of insurance companies and investment trusts. 
Safeguard Industrial Investments Ltd was formed, 
and is managed, by a well-known issuing house, 
though its shareholders are insurance companies 
and investment trusts, and it has an independent 
board. Private Enterprises Investment Company Ltd 
was formed by some well-known private banking 
houses. 

The writer of this article has had more experience 
of epirH than the other two companies and the 
following statements therefore relate primarily to 
EDITH. Many, but by no means all, of them apply also 
to Safeguard Industrial Investments Ltd and to 
Private Enterprises Investment Company Ltd. 


EDITH’s Position as a Minority Shareholder 


EDITH was formed for the purpose of investing in 
minority holdings in family companies — particularly 
where money was, or would be, required by share- 
holders in order to pay death duties — the objects of 
the other two estate duty companies are somewhat 
wider. EDITH is content to be and remain a minority 
holder of ordinary shares in prosperous and well-run 
businesses in which it will be welcomed in that 
position: if it is not satisfied that it will be welcome 
(so that, for instance, it will readily be given such 
information as is indicated below), it will normally 
not buy the shares. Though it would gladly co- 
operate in a flotation (through an issuing house 
selected by the company) if and when the company 
wanted a flotation, it is not part of EDITH’s policy to 
try to bring about the flotation of companies in which 
it holds shares. 

In these circumstances EDITH does not insist on any 
rights to which any other holder of minority shares 
would not be entitled: in particular, it does not seek 
to appoint a director or otherwise interfere in policy. 
Eng is, however, anxious to be favoured in one way 
in which a more ordinary shareholder would not be, 
- namely, by receiving information from the directors 
between the annual accounts. For instance, if 
monthly figures are placed before the board or interim 
accounts are prepared, EDITH would usually expect 
to be given a copy. 

This requirement is very mild in itself, and in 
principle few boards of directors could object to it, . 
particularly when it is remembered that, in view of its 
size and position, EDITH might well be able to give 
valuable help to the company. Nevertheless, there 
are still many family companies + both big and small — 


wwe 


where the shareholders and directors: are extrenigly 
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anxious to keep the business and its control completely 
in the family and where they would fear (perhaps 
quite groundlessly) that if EDITH became a minority 
shareholder, the tail would sooner or later begin to 
wag the dog. Even such shareholders, however, 
might rather have EDITH as a minority shareholder, 
than go to the public, when money was needed. 


EDITH s Policy when making a Purchase 


The following further points may be of interest: 

(a) EDITH is not a philanthropic institution. It in- 
vests where it thinks that the investment will be 
profitable to itself, as well as being helpful to the 
shareholders and towards keeping the company 
going. Consequently EDITH does not invest in a 
company unless the company is prosperous and 
well managed and EDITH is satisfied that —so far 
as can be foreseen — the company will go on 
being well managed in future, even after the 
death of the person whose shares are being 
acquired. 

(b) EvitH buys shares primarily where a sale is to 
be made with a view to raising estate duty — 
whether after the relevant death has occurred 
or during the lifetime of a man who wishes to 

ut his affairs in order. 

(c) The Board of Trade has designated EDITH as a 
‘banking or finance company’, within the 
meaning of paragraph g of the Seventh 


Schedule to the Companies Act, 1948, so that ` 


its membership of a company will not prevent 
that company from being an ‘exempt private 
company so long as EDITH has no more than 
one-fifth of the total voting power at a general 
meeting of the company. Where a company is 
anxious to remain an exempt private company 
but more than a fifth of the capital is to be sold 
in connection with estate duty, EDITH will try 
to make arrangements to prevent the exempt 
status from being Jost — as, for instance, by 
taking the excess over a fifth in non-voting 
shares. At any rate at present, however, EDITH 
would not buy preference shares or debentures 
— except, possibly, in conjunction with a very 
substantial ‘equity’ holding. 

(d) Normally EDITH does not make an investment 
which will cost it less than {10,000 or there- 
abouts. (Each of the other two estate duty 
companies has a different test for deciding 
whether an investment is too insignificant to be 

worth while for it). 

(e) The estate duty companies do not adopt any 
fixed yard-stick as to the price which they will 
pay for such ordinary shares as they are pre- 
pared to buy. As a very rough guide, however, 
and subject to substantial variations according 
to the nature and prospects of the particular 
trade and business, EDITH is disposed to make 
an investment in a minority holding in a well- 

. managed private company where, at the price 
ar. paid, the shares will show-an éarnings yield 
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around 30 per cent and a dividend yield of the 
order of g per cent or Io per cent and where the 
book values of the net assets appear reasonably 
satisfactory. 


Effect of EDITH and Similar Companies on 
Share Valuation 


It is not part of the function of an estate duty com- 
pany to give or provide evidence as to the value 
of shares for estate duty purposes, and it would be 
surprising if such a company were prepared to allow 
its officers to do so. The existence of the estate duty 
companies may, however, hereafter affect estate duty 
valuations in two ways: 


(i) Section 30 (r) of the Finance Act, 1954, 
provides that where shares (or ‘debentures’) 
in a company have been valued under Section 
ss of the Finance Act, 1940, and are subse- 
quently sold within three years, in an arm’s- 
length transaction, to a person who is not a 
‘relative’ (as defined in the Act), the actual 
purchase price is for estate duty purposes to 
be substituted for the Section 55 valuation. 
Since the relief given by Section 30 (1) can be 
obtained only where the shares do not stay in 
the immediate family, it may often be found 
that an estate duty company is the most con- 
venient and desirable purchaser for the shares. 


(ii) Where Section 55 of the Finance Act, 1940, 
does not apply in relation to the deceased’s 
shares but they are sold to an estate duty 
company shortly after his death, the estate 
duty office would presumably be prepared to 
accept the purchase price as representing the 
value of the shares for estate duty purposes, 
provided that nothing had occurred to alter the 
value since the death. The Estate Duty Office 
will gradually be able to build up a list of the 
prices paid by estate duty companies for blocks 
of shares in such circumstances, though any 
references by the Estate Duty Office to such a 
list, in negotiations as to the value of any 


shareholding, should be scrutinized with great `: 


care. 


If the circumstances of a particular shareholding 
or company are such that an estate duty company 
would not be likely to buy the holding, then prima 
facie the shares should, for estate duty purposes, be 
valued lower than the price which an estate duty 
company would be prepared to pay for a comparable, 
but more satisfactory, block of shares. Even where 
EDITH or another estate duty company with a 
similar policy in this connection would be pres 
pared to buy the shares, the price to be given by ` 
the hypothetical purchaser for estate duty purposes 
ought — for the following reasons ~ to be lower than 
EDITH’S price. First, the hypothetical purchaser must 
be assumed to buy even though ~ especially in a 
family: concern — he might well be cold-shouldered 
by the directors, and the other shareholders, while 
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EDITH buys only where it is satisfied that it will be 
welcome and therefore (for instance) likely to be 
given more frequent and fuller information than is 
contained in annual accounts and the chairman’s 
report. Secondly, before deciding to buy shares, 
EDITH requires to know considerably more about 
the company and its prospects, and the dividend 
policy of its board, than the hypothetical purchaser 
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would necessarily be able to obtain. Consequently a 
purchase by EDITH is usually less speculative for 
EDITH than it would be for the hypothetical purchaser, 
and the hypothetical purchaser could not be taken 
to pay as high a price — in the circumstances assumed 
for an estate duty valuation — as EDITH would do in 
circumstances which it would regard as satisfactory 
for a purchase by itself. 


FINANCE AND COMMERCE 


With the Bank Rate change and the Formosa situation 
dictating a degree of caution unusual in present-day 
stock-markets, the general tone of the market has 
become uncertain. The railway and road programmes, 
however, have given scope for investment operations. 


Marley Tile 


The report of the Marley Tile Co Ltd for the year 
to October 31st puts emphasis on the widening of the 
scope of the business and its extension overseas. 
Extremely good pictorial publicity material shows the 
Marleyflex floor tiles, Thermoplastic wall tiles, the 
Marleythene water hose or piping (presumably a 
polythene product), and new factories in Germany 
and in South Africa. It is difficult to realize that all 
this started with the Marley concrete roof tile as a 


small village enterprise just after the First World War. 


A marine department now caters for all types of 
ships’ flooring and another branch makes coloured 
flagstones for gardens and wall blocks for terraces, etc. 
The ‘Progress of the Marley Group’ is shown in a 
five-year comparison giving profits, before tax, over 
the million mark for the second time - a reflection, of 
course, of the new life in the building industry. The 
consolidated balance sheet shows net assets over 
£4 million. Note is made of the fact that the South 
African and German subsidiaries’ accounts are made 
up at different dates. Transactions between holding 
company and subsidiaries in the periods between 
their accounting dates resulted in a difference of 
£15,615 which is shown under ‘Current Assets.’ 


Quarterlies in the U.S.A. 


The attitude of accountants in the U.S.A. to the 
publication of interim reports has recently been made 
clear in the Journal of Accountancy which is pub- 
lished monthly by the American Institute of Account- 
ants. The matter arose from a request made by the 
National Federation of Financial Analysts Societies 
to the Securities and Exchange Commission. 

Ü The Analysts want the S.E.C. to require all in- 
dustrial corporations to publish quarterly reports 
containing sales, net income before and after taxes, 
and special charges. and credits. Most companies 
with securities listed on the New York Stock Ex- 
change, they pointed out, now provide quarterly 
reports which, they maintained, proved that it was 
quite practicable for all other companies to do so. 


KEN 
LEI 


Such quarterly reports, they claimed, were needed in 
making investment judgments. 

The American Institute of Ascountants entered a 
protest in a letter to the chief accountant of the 
S.E.C. They maintained that quarterly reports were 
too full of uncertainties to be reliable. Most com- 
panies now furnishing quarterly reports, they stated, 
qualified them extensively by pointing out that the 
figures were based on estimates subject to year-end 
audit and adjustment. In practically any business, 
the Institute said, estimates and assumptions which 
cannot possibly be accurate have to be made in 
preparing a quarterly report. 


Uncertainties 


The kind of uncertainties which the Institute 
had in mind were inventory determinations, cost of 
sales when LIFO is used, income taxes, and bonus and 
profit-sharing provisions. Because of the uncertain- 
ties, quarterly reports were likely to be misleading. 

Attention was also drawn to the fact that small and 
medium-sized companies did not have continuing 
inventory records and that it would be necessary to 
make very rough estimates of quarterly gross profits 
with only past comparisons and current price ratios 
as guides. The Institute seriously questioned 
whether statements subject to these inherent weak- 
nesses could be much use for investment judgment. 

But if the S.E.C. did take a favourable view of the 
Analysts’ request, the Institute suggested that 
its requirement should be limited to half-yearly 
reports because the longer the periods covered, the 
less significant would be the possible distortions due 
to estimates. If the S.E.C. decided on quarterlies, it 
was urged that the reports should be cumulative and 
should contain a comparable twelve-month state- 
ment in order to minimize errors as the year pro- 
gressed. 

In this country, even a half-yearly report published 
with the speed with which American companies get 
out their figures, would be a revolution. 


Money Market 


Following the higher Bank Rate the discount market’s 
Treasury bill bid was reduced to £99 8s 3d with the 
average rate rising as a result to {2 6s 7:33d per cent. 
Applications totalled £376,840,000 and this week’s 
offer is £220 million. se 
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WEEKLY NOTES 


The Institute of Chartered Accountants 
in England and Wales 


75th Anniversary Banquet 


We are pleasec to announce that His Royal Highness 
The Duke of Edinburgh has honoured the Institute 
by accepting an invitation to be present at the seventy- 
fifth anniversary banquet which, by kind permission 
of the Corporation of London, will take place in 
Guildhall on Monday, May oth, 1955. 

Full particulars will be sent to all members of the 
Institute about the end of February. Members over- 
seas who may wish to apply for a ticket are invited 


ro supply the Secretary of the Institute with an 


address in this country to which correspondence 
may be sent. 


The Scoitish Institute’s Examinations 


The results of the December 1954 examinations of 
The Institute of Chartered Accountants of Scotland 
have now keen announced. One hundred and 
seventy-five candidates were successful in the Final 
examination, compared with 81 in the May 1954 
examinations; while in the Intermediate examination, 
168 candidates passed. 

The following prizes have been awarded: 

The John Mann Prize for the candidate who 
obtains the highest percentage of marks above a 
certain minimum each year in the Second Division 
of the Final examination and who complies with 
certain other conditions, was won by Mr Archibald 
Grahame Thomson, of Glasgow. I 

The Guth-ie Prize for the woman candidate with 
the best performance each year in the Second Division 
of the Final examination, her performance at the 
First Division being taken into account, was won by 
Miss Elizabeth Philippa Davidson, c.a., of Aberdeen. 

The Albert J. Watson Prize for the candidate who 
obtains the highest percentage of marks above a 
certain minimum at each diet of the First Division of 
the Final examination and who complies with certain 
other conditions, was won by Mr Arthur Murray 
Campbell Morison, of London. 

The Sir William McLintock Prize which is 
awarded in two parts for the two candidates who 
obtain the highest and second highest percentages of 
marks above a certain minimum at each diet of the 
Second Division of the Intermediate examination, 
and who comply with certain other conditions, was 
won by Mr Johnston David Forbes, of Edinburgh, 
and Miss June Priscilla Brown, of Glasgow. 


The F.B.I. and the Budget 
The six main proposals in the memorandum which 
the Federation of British Industries has’sent to the 
Chancellor on the forthcoming Budget are as follows: 


‘(a)-A reduction in the standard rate and in the lower 
rate of income tax; 


`- 


(b) a reduction of the overall burden of profits tax; 

(c) an increase of the investment allowance on 

industrial buildings to 20 per cent; 

(d) a substantial reduction in all rates of purchase 

tax; 

(e) a reduction on estate duty on private limited 

companies; 

(f) a reduction of the duty on fuel for the’ road 

transport industry. 
The need for industrial modernization and develop- 
ment is stressed and the point is made that the 
necessary capital expenditure will not be forthcoming 
without some further and considerable diminution 
of the heavy weight of tax which industry is required 
to bear. 

The Federation considers that there is a strong 
case also for an alteration in the tax on earned 
incomes 

‘which will make possible some more nearly adequate 

reward than can be given at present for increased 

responsibility exercised by key men on whose 
ability and knowledge and experience industry 
depends so much’. 

The implementation of the Millard Tucker 
recommendations for tax allowances in favour of 
retirement schemes for the self-employed is also 


urged. In relation to overseas profits the memorandum 


asks for the implementation of the first report of the 
Royal Commission on the Taxation of Profits and 
Income and for the repeal of Section 468 of the 
Income Tax Act, 1952 the section which gives the 
Treasury power to prohibit the migration of British 
companies. 

The Federation points out that the contingent 
liability to withdrawal of non-distribution relief is 
assuming enormous proportions with many com- 
panies. It suggests that some reasonable time limit 
should be placed on that liability. The Federation’s 
long-standing attack on the notorious Sections 46 
to 55 of the Finance Act, 1940, is fully kept up in the 
memorandum. One very useful suggestion is that 
companies potentially liable to estate duty under 
Section 46 should be able to obtain a clearance from 
the Inland Revenue. i 


Taxation. of Overseas Profit 


In a letter sent to the Chancellor of the Exchequer, 
the British Overseas Mining Association has once 
again raised the subject of United Kingdom taxation 
on overseas profit. While expressing appreciation of 
the relief provided by double tax agreements and 
unilateral relief, the Association says these ase 
inadequate, especially as far as the overseas mining 
industry is concerned. It adds that whatever solution 
is proposed it will not be successful unless*it takes 
account of 

‘the present anomaly that the United Kingdom 

taxation system has no: counterpart elsewhere in its 
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failure to distinguish between the overseas profits 
and income of United Kingdom resident companies 
and profits and income arising within the United 
Kingdom’. 
The Association speaks of hostility and resentment 
aroused abroad by the universality of the United 
Kingdom tax claim and says that sooner or later these 
will have to be taken into account. It suggests that 
if overseas profits cannot be exempted, there should 
at least be a tax differential between United Kingdom 
profits and external profits of British resident 
companies. The point is also made that double tax 
relief at present takes no account of production taxes, 
royalties computed on the basis of income, export 
duties or royalties payable on the export of ore. 
Finally, the Association reminds the Chancellor of 
the frustration of oversea tax concessions, and 
expresses regret that the recommendations of the 
Royal Commission on this topic have not yet been 
implemented. 


‘Capital and Industry’: An Interesting Series of 
Broadcast Discussions 


Profits, dividends, wages! These matters are discussed 


throughout the country, not only by professional’ 


accountants who know what they are talking about, 
but by others who are not so well informed. It would 
be difficult, for instance, to find a subject more 
generally misunderstood, than scrip or bonus issues. 

The B.B.C. feel that they should make use of the 
air, not to convert anyone to any particular system or 
opinion, but to help the many who are really be- 
wildered by the technical terms used indiscriminately 
in ordinary discussions about ‘business’. How many 
accountants have suffered from a client who has 
brought in the bank account of his local club and 
asked for a balance sheet when he means a receipts 
and payments account? 

Our readers will therefore be interested to note a 
series of broadcasts under the title of ‘Capital and 
industry’, the first of which took place last Wednes- 
day, and which will continue on the Home Service 
at 7.30 p.m. on the remaining Wednesdays in 
February and the first Wednesday in March. A panel 
of four industrial workers and trades unionists are 
putting questions to a chartered accountant on the 
development of an actual but anonymous business 
from its inception in 1895, to its present status of a 
public company worth nearly £r million. Judging 
by articles in the current issue of Radio Times and 
the spring issue of Listen and Learn, we are sure that 
there will be lively discussion and very probably 
some difficult questions for the chartered accountant 
to answer. 
= Professor Ely Devons, Professor of Economics in 
the University of Manchester, leads the discussions, 
and the questions are put by Mr W. T. Booroff, an 
official °of the Printing Machine Managers’ Trade 
Society; Mr F. P. Farrell, an area official of the 
Clerical and Administrative Workers’ Union, from 
Bristol; Mr G. Mitchell, a supervisor on the coal 
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face, from Yorkshire; and Mr A. Powell, a shop 
steward in the textile industry, from Cheshire. 

Last Wednesday’s programme covered: (1) ‘Starting 
up a business: Problems of raising capital and of 
keeping the business going in the early stages’, and 
the other programmes will cover (2) “Turning the 
business into a company: What does it mean? The 
place of the shareholder’. (3) ‘Expanding the firm: 
Subsidiaries. Bonus shares. Branching out, ete). 
(4) “The balance sheet: How are dividend rates arrived 
at? The wage bill. Sinking funds, depreciation and 
financing expansion’. (5) ‘Dividing the profits: A 
discussion about experiments in profit sharing.’ 


— Britain’s Wholesale Trade 


Napoleon’s remark that the British were a race of ~ 


shopkeepers had some justification when it was 
uttered a hundred and fifty years ago. Now, as then, ` 
trading provides a means of livelihood for a large 
section of the inhabitants of these islands. Volumes I 
and II of the Census of Distribution and Other Services 
1950, dealt with the retail side of these trading 
activities. The third volume on the wholesale trades, 
issued last week, gives a complete statistical account 
of the numbers and types of wholesalers, of the kind 
of business they handle, where their businesses are 
located, their turnover, gross margins, expenses, 
and the numbers of persons they employ. Some 
of the facts revealed in this document are remarkable. 

In 1950, the wholesale establishments covered by 
returns made to the Board of Trade for the Census, 
handled goods to the value of £13,000 million, a 
figure equal to the gross national product of that year. 
But of course this figure includes multiple counting, 
some commodities being dealt with twice or more by 
wholesalers. In that year, too, Government trading 
was at a high level amounting to no less than {1,700 
million. This is included in the total. The goods 
traded in included all kinds of agricultural products, 
coal and industrial materials, finished goods needed ` 
in industry and a large variety of export products. 
In fact, the statistics reveal that over 40 per cent of 
Britain’s exports in 1950 were handled by whole- 
salers operating either as agents or on their own 
account. In addition, transhipments and trade 
between overseas countries effected by wholesalers 
in Great Britain amounted to {£700 million. 

The great wholesaling centre is London, con- 
taining, as it does, 29 per cent of the wholesale 
establishments in Great Britain, and carrying out 
over half its wholesale business. In the City of 
London alone wholesale business done exceeded 
£3,400 million. The total gross margins, including ` 
agents’ commission, earned by wholesalers was 
£1,130 million or 84 per cent of the total turnover. 
Nearly 800,000 persons, 43,000 of whom were working 
proprietors, were engaged in the wholesale trade at 
the time of the Census. 


1 Census of Distribution and Other Services, 1950. Vol. III, 
Wholesale Trades. H.M.S.O. price 15s, 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Transfer of Shares: Public Auction 


Sir, — I am well aware that the articles of all private 
companies include a restriction on the right to transfer 
shares. Assuming the directors of the company 


are prepared to register the necessary transfer, is . 


there_any provision in the Companies Act precluding 
a member of a private company putting up his 
shares for sale by public auction and selling to the 
highest bidder? Yours faithfully, 
DOUBTFUL. 


(Provided that the company’s articles restrict the right 
to transfer its shares, that is enough to satisfy Section 
28 (1) (a) of the Companies Act, 1948. Frequently, of 
course, the restriction consists merely in leaving the 
matter for the directors’ discretion, but no matter 
how favourably that discretion is exercised in practice, 
the restrictior. in the articles remains, and Section 
28 (r) (a) is therefore not infringed. However, in 
view of the stringent provisions in the Companies 
Act, 1948, and in the Prevention of Fraud (Investment) 
Act, 1939, concerning offers of shares to the public, 
and the heavy penalties which can be incurred, legal 
advice ought zo be obtained on the precise procedure 
to be adopted for disposing of the shares. — Editor.] 


‘Can Management be Audited ?’ 


Str, — The discussion between a chartered accountant 
and an econamist on ‘Can management be audited?’ 
(January 22nd issue) has been both courageous and 
imaginative. Nevertheless, an element of confusion 
has been introduced by firstly, unnecessary shifting 
of the centre of importance from the ‘real’ profits (in 
the profit-management relationship) to the not at all 
clearly stated concepts of the efficiency of a manage- 
ment (need of the shareholders being submitted as 
an overriding reason), and secondly, by the lack of 
emphasis oi the distinction between ‘internal’ 
physical efficiency ratios and the ‘external relation- 
ships’ of the firm which do not give themselves easily 
to the same treatment. 

` One ought to have emphasized that the prob- 
lem under discussion has not been a measurement 
of the efficiency of a firm, but a measurement 
of the managerial efficiency (or functions of the 
management). It may be possible to assess ‘internal’ 
efficiency of a firm by means of a physical output/ 
input relationship, although even here one may 
find it impossible — in trying to decide who is to be 
praised or blamed — to apportion various efficiency 
ratios between the managerial functions of policy 
making and execution. But to try to assess efficiency of 
the functions of the management in so far as they 
relate to the ‘external relationships’ of a firm, may 
require an introduction of other elements in addition 
to physical ratios (or indeed financial ratios) into the 
agsessment. 


It is mainly because ‘real’, ‘monetary’ and ‘other’ 
aspects cannot be separated in economic theory that 
the late Lord Keynes has built up his theories on the 
strong link between these two first aspects and has ` 
found a part for “confidence”, ‘expectations’ and other 
psychological relations to be played in a free economy. 
Our approaches to an attempt to measure (or 
audit) these ‘other’ aspects of the management effici- 
ency, without firstly providing clear underlying con- 
cepts of these ‘other’ aspects — however courageous 
it may be — may give birth to another branch of the 
accounting profession that may start its existence 
without sound theoretical background — indeed with- 
out a certainty of ever being able to have a sound 
theoretical background because of constantly changing 
structure of economic conditions and institutions. 
This ought not to be undertaken without much fore- 
thought. Yours faithfully, 

W. J. DIXON. 

Edgbaston, Birmingham, I5. 


Double Taxation Relief 


Sir, — Firstly, may I thank you for your very great 
kindness in publishing my letter and may I trespass 
a little further on this kindness by asking for a small 
space for a rejoinder. I consider the subject important 
enough to prompt me to this request. 

I am sorry you should sweep away all my points 
by the application of ‘common sense’ although, as 
you well know, income tax and common sense were 
always the most distant of strangers. 

It seems to me it ought not to be overlooked that 
when Parliament passed the relief provisions it 
must be taken to have known that no other country 
commences its fiscal year on Aprib 6th, no other 
country would have identical rules for computing 
taxable income, and no other country would have 
January rst and July 1st as dates of payment of tax. 
With these difficulties before it, Parliament enacted 
provisions that are as simple as effective. There 
would be only one income- that arising in the 
United Kingdom; only one fiscal year—that of 
the United Kingdom. These two rules would provide 
the desideratum, namely, one income doubly-taxed. 
So long as the dates of payment of the foreign tax 
fall within the fiscal year it would be considered tax 
paid in respect of the income of that fiscal year. 
The present system does not differ from its pre- 
decessor except in one point, namely, it is mort 
generous. The old system granted relief on (a) the 
United Kingdom assessment at (b) half the standard 
rate. There were restrictions of these two ingredients, 
in certain circumstances. The section you quote 
adjusts the income of the fiscal year (not the base 
year) and is an attempt to ameliorate the hardship 
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arising from all tax credit claims, namely, unrelieved 
foreign taxes. 

In conclusion, may I say it is rather curious (and 
perhaps disquieting to the exponents of the base- 
year theory) to find that there is no reference in the 
Act to foreign income. Yours faithfully, 

London, EC2. E. HARMAN. 


[As we have already said, it is not the amount of foreign 
tax paid within the year of claim which is the criterion. 
If it were, there would certainly be serious anomalies. 

It.is perfectly true that Section 25 of the Finance 
Act, 1953, which we quoted, deals with capital allow- 
ances which are granted for the assessment year, not 
the basis year, but it is still the income of the basis 
year which, for all practical purposes, is being taxed. 
The capital allowances are only a factor in arriving at 
the amount of the tax. If the foreign tax exceeds the 
United Kingdom tax, so that the credit would be 
restricted, then Section 25 permits the taxpayer to 
defer his capital allowances to avoid that restriction. 

Double taxation relief is for doubly taxed income. 
We do not know‘how our correspondent would define 
‘foreign income’ but whatever the definition, it would 
seem to be superfluous. — Editor.] 


The Profession and the Public 
SIR, — Some time ago I noticed in my daily paper 
that a barrister, when speaking in Court, was reported. 
as having referred to accountancy as ‘witchcraft’. 

From an experience of many years in practice, | 
am of the opinion that this view of our profession is 
shared by a large section of the community, which 
simply does not know what the functions of the 
accountant are. 

In the early days of accountancy, the practitioner 
advertised his services, setting out in the clearest 
terms what he was prepared to do for his client. 
Since the profession has been organized, advertising 
by its members has been prohibited. What has 
replaced it? 

Over the years, the scope of the accountant’s work 
has greatly incfeased, yet a large part of his potential 
clientele remains in almost complete ignorance of the 
multitude of services which he is capable of offering. 

This difficulty is, no doubt, one which faces most 
other professions but, in my opinion, the medical 
profession has gone a long way to meet it. 

In recent years the popular Press has published, 
at frequent and regular intervals, articles written 
presumably by qualified practitioners, describing 
almost every aspect of the work of the physician and 
surgeon. These articles are authoritative, interesting 
and, above all, free from technical terms. In brief, 
they do for the individual medical practitioner what 
he is forbidden to do for himself, by telling the 
Ynan-in-the-street how the medical profession can 
best serve his needs. 

The accountancy profession should adopt similar 
methods for publicizing its work. This could only 
result in greatly increased usefulness and prosperity 


for its members. Yours faithfully, 
PRACTITIONER. 
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Staff Bonus Scheme 


SIR, — The opinions and suggestions of your readers 1 


in connection with the amendment of a staff bonus 
scheme would be appreciated. 

My company has in operation a staff bonus scheme 
which is based on the principle that in order to con- 
tinue the payment of dividends to shareholders equal 
to those now being paid, it is necessary to make a 
certain gross profit (with overhead costs remaining 
constant). At that rate of profit, viz. £230,000, a staff 
bonus is paid equal to 15 per cent of a year’s salary. 
For every {1,000 of gross profit in excess of this 
£230,000, the bonus is increased by } of 1 per cent, 
while for every {1,000 less than the £230,020 the 
bonus is decreased by } of 1 per cent. Ge 


Thus an employee in receipt of a salary of {500° 


per annum would receive a bonus of {75 (chat is 
15 per cent of salary) when the gross profit amounts 
to £230,000. Should the gross profit reach £290,000 
the bonus on the same basic salary will become £150, 
that is 30 per cent of salary. 

A weakness in this scheme has become apparent 
over the last two years during which period the gross 
profit has increased by leaps and bounds with the 
result that the bonus has risen to 80 per cent. If this 
trend continues as it quite well may do, the bonus 
rate could rise to roo per cent or even 150 pe: cent 
of the year’s salary. 

To overcome this weakness, could any of your 
readers suggest either suitable amendments to the 


existing scheme or, alternatively, a new scheme, © 


bearing in mind, of course, that the object of such a 
scheme is to provide an incentive to the staff to 
increase the gross profit by increased efficiency and 
co-operation between the respective departmen:s. 


Yours faithfully, 
R. E. 


Burdens, Costs and Sacrifices 


Sir, — It is difficult to understand why you chose to 
publish the letter of ‘Frederick’ in your issue of 
January 15th, unless it was to provoke controversy. 

The expenditure of £180,000 (in direct costs) on 
taking trade censuses may be beneficial to the nation 
if it results in the more efficient application of the 
country’s resources, which I doubt. 

Your correspondent asserts, however, that the 
£180,000 which has moved from one banking account 
to several other banking accounts, remains intact but 
in a different place within the nation and does not in 
fact constitute a cost to the nation. 


I venture to suggest that had your correspondent 


gone further and followed the transfers to their 
destinations he must have reached the conclusion 
that in the process of being transferred they had been 
used for the purchase of goods which have been 
consumed for the sustenance, clothing and housing 
of the brain-workers whose services were invo.ved 
and in the purchase of paper and other materials 
which have been used up. 


TR: 


In fact part of the national capital consisting of 
“consumer goods has been used up and some of it is 
imported. The £180,000 has therefore found its way 
into the banking accounts of producers at home and 
abroad, apart from such part as the recipients have 
had to pay back in taxes. 

On the argument that the workers involved would 
have consumed just as much anyway one can only 
say that men’s labours may be productive or un- 
productive of material wealth but it should be 
recognized that paid brain-workers are a charge on 
the national production and their cost is a burden on 

--~the nation (worth while or otherwise) unless it is 
essential to maximum productivity. 

I do not kncw what standards your correspondent 
. would advocate for the measurement of ‘an intrinsic 
criterion of economic performance’ but undoubtedly 
“monetary cost’ has the advantage that it is under- 
standable and can be related readily to other periods 
and the economic performances of other countries if 
relative values of currency are known. 

Finally the census figures do not appear to be of 
great value to the industrialist who creates economic 
results as he makes his decisions a long time ahead of 
publication but may be of value to the Government 
and to financiers and economists. 


Yours faithfully, 
S Stoneygate, Leicester. R. H. QUINEY. 





Was Shakespeare an Accountant ? 


Sir, - Your correspondent (issue January 8th)- has 
overlooked the most important lines in Shakespeare 
which proves that he had a profound knowledge of 
figures. In Henry V we read: 


‘O Pardon! since a crooked figure may attest in 
little place a million; 
and let us cipher to this great accompt,’ 


These lines clearly tell that although Master Will 

understood the importation of the flexible Hindu 

figures he mourned the departure of the graceful and 

chaste Roman numeral (hence ‘crooked figure’). 
~ | Master Will obviously knew all about the coming 

of zero or nought and the revelation or invention of 

“positional value’. 

Yours faithfully, 
London, W2. ROY HOPKINS. 


Ready-reckoning at Market 


Sir, ~ May I digress a moment from cows to com- 
puters? Recent correspondence in your columns 
(November 13th, 1954, and January 15th, 1955) 
‘describes Farmer Shortcut’s method of multiplication. 
Farmer Shortcut is merely making use of the binary 
- system of notation, a method used many years ago 
by so-called primitive tribes, but recently adopted for 
‘use in the electronic computer. 
The computer first converts its data from the 
-decimal system to the binary notation, where only 
two, digits o and r are required. Thus it is only 
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necessary for the valves of the computer to function 
on the ‘on or off’ principle. 

The rule for converting to the binary scale is very 
simple — divide continuously by two, showing the 
remainders, and read the answer and remainders 
upwards: 

l 2)23 


Thus 23 in the decimal system becomes Irorrt 
binary and rorrr binary equals 24-++-o(23)-++-27-+-2-11, 
or 16+0+4+2-+1 in the decimal system. It is 
obvious that whenever an even number results after 
dividing by 2, the remainder after the next division 
must be o. : 

The multiplication of 59 by 23 may be expressed as 
follows: 


59XI = 59 
59X2 =IIĝ, 
59X2? =236 
59X2 =944 
1,357 
Yours faithfully, 


F. V. ROWDEN, A.S.A.A. 
Whitley Bay, Northumberland. 


SIR, — I am surprised at Mr Derek E. Cox’s compli- 
cated explanation in your issue of January rsth of an 
elementary arithmetic principle. 


Examble I 
If the number to be evaluated is a power of 2, no 
explanation is needed, since it is obvious that: 

8 articles at £17 each have the sarne value as 

4 » 3434 » OF 

2 » 5468 , or 

r article ,, £136 


Example IT 
A slight modification is needed when the number to 
be evaluated is not a power of 2, since fractions will 
be involved. Thus: 
10 articles at £26 each have the same value as 
5 > 5552 , OF 


2% 3} 5 £I94 LI ` 
The 4 must be retained in the total, so: 





# article at £104 k kg = 52 

2 articles „ {104 each equal 

I article ,, £208 Be më = 208 
£260 





In practice the halves are left in the total by» 
leaving in the value opposite the odd numbers. 
Thus, in Example I, lines 1, 2 and 3 are not required, 
the last line giving the answer, and in Exanfple II 
there is required, in addition to the last line, the 


value opposite line 5, i.e. £52. Yours faithfully, 
GEI 
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STATUTORY INSTRUMENTS 


The Town and Country Planning (Minerals) 
Regulations, 1954 


(S.I. 1954 No. 1706) 


These regulations adapt and modify the provisions of 
the Town and Country Planning Act, 1947, and the 
Town and Country Planning Act, 1954, in relation to 
minerals, They are made under powers conferred by 
Section 81 of the Act of 1947 and Section 54 of the 
Act of 1954. 8 


Price 6d net. January Ist, 1955. 
The Central Land Board (Provision of Informa- 
tion) Regulations, 1954 


(S.I. 1954 No. 1720) 


Under Section 48 of the Town and Country Planning 
Act, 1954, information as to whether land has an un- 
. expended balance of established development value is to 
be provided by the Central Land Board on application. 

These regulations prescribe the forms to be used, 
the manner in which applications are to be made and 
the method by which the fees payable under the 
section are to be paid. 


Price 4d net. January Ist, 1955. 
The Landlord and Tenant (Notices) (No. 2) 
: Regulations, 1954 


(S.I. 1954 No. 1714) 


These regulations amend the Landlord and Tenant 
(Notices) Regulations, 1954, by prescribing new forms 
of notices to be used for terminating business, pro- 
fessional and other tenancies to which Part II of the 
Landlord and Tenant Act, 1954, applies. 

The new forms are to be used by Government 
departments, public bodies and (in certain cases) other 
landlords when terminating a tenancy after the 
Minister or Board in charge of a Government depart- 
ment has certified under Section 57, 58 or 60 of the 
Act that the use or occupation of the premises com- 
prised in the tenancy must be discontinued or changed 
in the public interest, or for reasons of national 
security or similar reasons. 


Price 4d net. January 3rd, 1955. 
_ The Town and Country Planning (Mortgages, 
. Rentcharges, etc.) Regulations, 1955 


(S.L. 1955 No. 38) 


I hese regulations make provision for cases where a 
payment under Part I of the Town and Country 
Planning Act, 1954, or compensation under Part II 
or Part V of the Act is payable in respect of an interest 
in land subject to a mortgage, a rentcharge or the trusts 
of a settlement, or (in cases under Part I and Part V) in 
respect of a claim holding which is subject to a mortgage. 


Price 6d net. January I2th, 1955. 
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The Town and Country Planning 
(Forms of Notice of Payment) (Scotland) 
Regulations, 1955 


(S.L. 1955 No. 42 (S. 1)) 


Under the Town and Country Planning (Scotland) 
Act, 1954, notices of certain payments of compensation 
for depreciation in the value of land arising from future 
Orders under the Town and Country Planning 
(Scotland) Act, 1947, revoking or modifying planning 

permission and notices of certain payments under the 

Planning Payments (War Damage) (Scotland) Scheme, 

1949, made under Section 56 of the said Act cf 1947 

are to be recorded in the Register of Sasines. These 
regulations prescribe the form in which such notices 

are to be made and recorded by the local planning 

authority and the Central Land Board respectively. 


Price 3d net. January 14th, 1955. 


The National Insurance (Increase of Berefit 
and Miscellaneous Provisions) Provisional 
Regulations, 1955 


(S.I. 1955 No. 46) 


These provisional regulations, which are made in 
consequence of the National Insurance Act, 1954, 
increase the rates of benefit payable under certain 
regulations made under the National Insurance Act, 
1946, in order to bring them into conformity wizh the 
higher rates of benefits payable directly under that Act 
by virtue of the Act of 1954. 


Price 9d net. January 15th, 1955. 


The National Insurance (Increase of Benefit 
and Miscellaneous Provisions) (Transitional) 
Regulations, 1955 


(S.I. 1955 No. 47) 


These regulations, which are made in consequence of 
the National Insurance Act, 1954, increase the rates of 
benefit payable under the transitional regulations made 
under the National Insurance Act, 1946, modifyirg the ~ 
provisions of that Act in relation to existing beneficiaries 
and existing contributors, in order to bring then. into 
conformity with the higher rates of benefits payable 
directly under that Act by virtue of the Act of 1954. 


Price 9d net. January 15th, 1955. 


x 
| 
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The National Insurance (Industrial Injuriəs) 
(Increase of Benefit and Miscellaneous 
Provisions) Regulations, 1955 


(S.I. 1955 No. 48) 


These regulations, which are made in consequence of 
the passing of the National Insurance Act, 1954, 
increase the rates and amounts of certain benefits pay- 
able under regulations made under the National. 
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Insurance (Industrial Injuries) Act, 1946, in order to 
rin them into conformity with the higher rates and 
amounts of benefit payable directly under that Act by 
virtue of the Act of 1954 and contain supplementary 
and transitional provisions following upon the passing 
of the last mentioned Act. 
Price 4d net. January 15th, 1955. 
The Personal Injuries (Civilians) 
(Amendment) Scheme, 1955 
(S.L. 1955 No. 49) 
This scheme amends the Personal Injuries (Civilians) 
Scheme, 1949, as amended by subsequent schemes. 
` > Price 3d net. ` January 31st, 1955. 


Personal i 


Messrs PRICE WATERHOUSE, Pear & Co, South 
America, announce that they have admitted to 
partnership in Peru, Mr GEORGE WILLIAM YOUNG, 
A.S.A.A., Who joined their staff from PRICE WATER- 
HOUSE & Co, London, in 1947. 

Messrs FITZPATRICK, GRAHAM & Co, Chartered 
Accountants, of The Demerara Life Buildings, 
Georgetown, Demerara, announce that Mr S. HEALD, 
A.C.A., the senior resident partner since rgog, has 
retired as from December 31st, 1954. He will be 
available in a consultative capacity. They also announce 
that as from January Ist, 1955, Messrs W. J. 
LEEMING, F.C.A„, and G. GOLDING, F.c.a., of 
FITZPATRICK, GRAHAM & Co, London, have been 
assumed as partners. 

Messrs PALMER, HAINES, SPENCE & Co, Chartered 
Accountants, of Guildhall Annexe, 23 King Street, 
London, EC2, announce that as from December 
31st, 1954, Mr H. C. HAINES, F.c.a., has retired from 
the firm. As from January Ist, 1955, the practice will 
be carried on by Mr J. SPENCE, F.C.A., under the style 
of PALMER, HAINES, SPENCE & Co, at the same address. 

Messrs Cooper BROTHERS & Co, of 57 Marina 
(P.O. Box 592), Lagos, Nigeria, announce that they 

„ have taken into partnership Mr RONALD NEWMAN 
KERR, C.A. 

Messrs SPRAGUE, NICHOLSON, Morcan & Co, 
Chartered Accountants, of 72 Horseferry Road, 
London, SW1, and at High Wycombe and Richmond 
announce that Mr J. R. MORGAN, A.C.A., has been 
admitted to partnership. 

Messrs Buzzacott, LILLYwHITE & Co, Incor- 
porated Accountants, of Copthall House, Copthall 
Avenue, London, EC2, announce that they have 
taken into partnership Mr G. A. LILLYWHITE, 
A.C.A., A.S.A.4., who has been associated with the firm 
for a number of years. The name of the firm remains 
unchanged. 


Professional Notes 


Mr W. S. Hayes, A.C.A., chief accountant of 
J. & E. Hall Ltd, has been appointed an additional 
director of the company. 
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The Export of Goods (Control) 
(Amendment No. 3) Order, 1955 
(S.I. 1955 No. 50) 
This order amends the Export of Goods (Control) 
(Consolidation) Order, 1954. 
Price 9d net. January 17th, 1955. 


The Lands Tribunal (Amendment) Rules, 
1955 


(S.I. 1955 No. 54) 
These rules make the necessary amendments of the 
Lands Tribunal Rules, 1949 and 1951, to give effect 
to the provisions of the Landlord and Tenant Act, 
1954, and the Town and Country Planning Act, 1954. 
Price 4d net. January 17th, 1955. 


NOTES AND NOTICES 


Mr W. Benson, A.C.A., secretary of Isaac Holden & 
Sons Ltd, has been appointed a director of the 
company. 

A note in our last issue stated that Lord Milne, C.A., 
was a partner in the firm of Stevenson Wilson, 
Milne & Co, of London, Lord Milne retired from that 
firm on September 30th, 1954. He joined Messrs ` 
Moores, Carson & Watson, of Glasgow and London, 
on October "et, 1954. 


In Parliament 
Porcuase Tax 


Mr Dopps asked the Chancellor of the Exchequer 
what purchase tax reductions he proposes to make so 
as to obviate a seasonal depression before the next: 
Budget. 

Mr R. A Butter: The Purchase Tax Orders which 
have just been laid before Parliament are in each case 
designed to deal with special situations which have 
come to my notice and which need to be rectified 
without delay. ` 

There were exceptional circumstances last year 
which I considered sufficient to justify the unusual 
course of saying in February that I did not contem- 
plate further purchase tax changes in the Budget. As 
the House is aware, purchase tax changes can be made 
at any time, and I think that in future there should 
not be any regular time of year for such changes. 

. No inferences should be drawn from this. It is too 
early for me to say what, if any, tax alterations it may 
be right to make this year, and in any event there are 
a number of other taxes to be considered also, so it 
would be unwise to take my present statement as 
pointing to the likelihood of purchase tax changes in 
the next Budget. 


Hansard, Jan. 25th, 1955. Written Answers. Col. 8. 


_INCOME Tax: REFUNDS - 


Mr Co..ins asked the Chancellor of the Exchequer 
whether a person commencing employment after a 
period of unemployment is entitled, under his 
regulations, to claim any income tax rebate that may 
be payable on the first pay-day after commencing 
employment; and under what circumstances an 
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employer is entitled to withhold payment of any 
rebate due. 

Mr H. Brooxe: If a refund is due and it does not 
exceed Ze, the employer is required to make it on 
the first pay-day. If it exceeds Ze, he has to get 
prior authority from the local tax office. The question 
whether any refund is due, however, depends on 
several factors, and if the hon. member has any 
particular case in mind, I would invite him to send 
me details of it. 


Hansard, Jan. 27th, 1955. Written Answers. Cols. 
41-42. ' 


East Anglian Society of Chartered 
Accountants 


ANNIVERSARY CELEBRATIONS IN NORWICH CASTLE 


For the committee and members of the East Anglian 
Society of Chartered Accountants, the year 1955 has 
a special significance, for next May they celebrate not 
only the seventy-fifth anniversary of the granting of 
the Royal Charter to The Institute of Chartered 
Accountants in England and Wales, but also the 
twenty-first anniversary of the founding of their 
Society. 

The committee has decided that this double event 
shall be fittingly celebrated and, with the co-operation 
of the civic authorities, arrangements have been made 
for the holding of a reception with buffet supper, in 
the Keep of the Castle in the City of Norwich. | 

The guests will be received on Friday, May 6th, by 
the Lord Mayor and Lady Mayoress of Norwich and 
the President of the East Anglian Society and his lady. 
Civic and other dignitaries will be invited. 

One of the great treasures of the City, the Castle is 
not only a magnificent example of its period, but it is 
used as a museum and art gallery, acknowledged to be 
one of the most outstanding in the country. There 
can be few places which could provide so admirable 
a setting for the celebration of these two anniver- 
saries, and the Society is looking forward to an event 
which is sure to be both successful and memorable. 


Manchester Society of Chartered 
Accountants 


The next meeting of the Manchester Society of 
Chartered Accountants will be held next Monday, 
February 7th, when Mr E. L. Fairweather, LL.B., 
Chief Examiner, Estate Duty Office, will speak on 
“The valuation of unquoted shares for estate duty 
purposes’. 

Members of the Incorporated Accountants’ Society 
of Manchester and District have been invited to 
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attend the meeting, which will be held in the 
Chartered Accountants’ Hall, 60 Spring Gardens, a 
6 p.m. Tea will be served in the Three Shires 
Restaurant, at 5.30 p.m. 





The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday: Visit to a trial at the Old Bailey (limited number). 
5.30 p.m.: Lecture, ‘Professional ethics’, by Sir Thomas 
Robson, M.B.E., MA, F.C.A. (Past-President of the 
Institute), Chairman: Sir Harold Barton, F.c.a. (Chair- 
man of the Disciplinary Committee of the Council). 

Wednesday, 5.30 p.m.: Beginners’ debate (at the Library) 
on the motion “That this house would always prefer to 
go to the theatre rather than the cinema’. i 

Friday, 5.15 b.m.: Introductory course lectures on (r) “The ` 
fundamentals of auditing’; (2) “The law on agreements 
and damages.’ 7.0 p.m. (at Chelmsford): Lecture, ‘Con- 
solidated accounts’, by Mr W. E. Parker, C.P.E., F.C.A. 


An Examination Record? 


The announcement in our last issue of Mr J. R. 
Baker’s success in gaining First Place in the Final 
in the Institute’s November 1954 examinations has 
resulted in what may be a record. For this is the 
third occasion that a clerk articled to a partner in 
the firm of Messrs Baker, Sutton & Co, Chartered 
Accountants, of London, has achieved the distinction 
of taking First Place in the Final. The pravious 
occasions were in 1927 and 1951; those ther con- 
cerned are now partners in the firm. 


The Legislature and Tax Avoidance 


Mr G. S. A. Wheatcroft, Master of the Supreme 
Court, will speak on “The attitude of the Legis_ature 
and the Courts to tax avoidance’ at a lecture meeting 
to be held at the London School of Economics and 
Political Science, Houghton Street, Aldwych, WC2, 
on February 21st, at 5 p.m. The chair will be taken 
by Professor F. W. Paish. 

The lecture is addressed to students of London Uni- 
versity, but readers wishing to attend are invited to 
do so, admission being free, without ticket. 


The Landlord and Tenant Act 


Mr N. E. Mustoe, oc, will deliver an ad-iress 
entitled ‘The Landlord and Tenant Act’ ta the 
London and District Society of the Corporation of 
Secretaries, on February 16th at the Caxton Hall, 
Westminster, SW1, at 7 p.m. Admission to the 
lecture is free, without ticket, and light refreshments 
will be obtainable in the lecture room from 6.30 p.m. 





Telephone: Victoria 2002 (3 lines) 








wi 


February 5th, 1955 


Business Efficiency Exhibition 


Next Tuesday, February 8th, the Lord Mayor of 
Leicester, Alderman C. H. Harris, will open the 
Office Appliance and Business Equipment Trades 
Association’s 162nd regional Business Efficiency 
Exhibition at the Granby Hall, Leicester. 

Forty-five exhibitors are taking part in one of the 
biggest ever displays held outside the four main 
cities of the country. - 

The exhibition will run until February 11th. 


— — SEVENTY-FIVE YEARS AGO 
From Che Accountant or FEBRUARY 7TH, 1880 
- Leading article entitled 


ACCOUNTANTS’ INVESTIGATIONS 


In these days when it is the fashion to disparage 
professional trustees as a body, it is pleasant to note 
a case in which one of the Registrars of the London 
Bankruptcy Court has “expressed his gratification at 
the result of the investigation” made into the affairs 
of a bankrupt firm by an accountant. The case was 
that of Noble & Noble, reported elsewhere, and there 
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was evident reason for the gratification expressed by 
Mr. Registrar Hazlitt, because whereas according to 
the original statement the assets were only £670 as 
against over £12,000 liabilities, the investigation 
which had subsequently taken place had resulted in a 
gain to the estate of no less than £7,000. This case, 
however satisfactory per se, nevertheless does in one 
sense give point to the observations we recently made 
as to the unsatisfactory manner in which expenses 
attendant upon investigations are mixed up with 
those of simple realization and distribution. No 
doubt in this instance the creditors are well repaid 
for any extra expense in this respect, but it might 
easily have been quite otherwise. The most searching 
examination might have failed to benefit the estate 
for reasons which are too obvious to need indicating, 
but the cost would notwithstanding, under the present 
system, have been borne by the comparatively trivial 
assets. And in the latter event the case might have 
figured in the list of some enterprising secretary of a 
society for the amendment of anything and every- 
thing, as one in which what would be described as 
the “trustee’s remuneration’’ was quite disproportion- 
ate to the assets realized and the dividend paid. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Committee Member 


Following the inauguration of the branch at Guildford 
— announced in the December Column -Mr R. N. 
Carter has been appointed the branch representative 
on the London Committee. 


Spring Session 


Members have received the programme cards for the 
spring session, together with the gummed slips for 
insertion in diaries; it is hoped that the latter innovation 
will be helpful as a reminder of meetings. Full details 
of the session are shown on the programme and by the 
_ time this Column is read the first general lecture will 
have been held. There are to be four debates during 
the session, including one for beginners, and if there is 
sufficient support a dinner-debate will take place. 


Union Conference 


On December roth and 11th the Union Conference 
was held at Harrogate and Mr Pascoe, Mr Matthews 
and Mr Whyte attended as the London Society’s 
delegates. This conference is held once a year, when 
matters of urgency and interest to students are dis~ 
cussed and argued over by delegates from all the 
students’ societies in England and Wales, so that 


much information is gained and grievances are aired. 
The 1954 Conference was not as stormy as some pre- 
vious ones, but it was none the less valuable. 
Through lack of support in recent years it was 
decided to abandon the essay competition. It was also 
decided that a tie be made available to all member 
societies of the Union; its pattern will be the sword 
and scales in silver on a dark blue background — the 
sword and scales being smaller than in the Society’s 
tie. Amongst other subjects discussed were residential 
courses; compulsory membership of students’ societies; 
examination statistics; the length of time between 
examinations and the publication of results, and exemp- 
tion from the Intermediate examination for graduates. 


Recent Activities 


The highly successful annual dinner on December 15th, 
and rugby and hockey matches, have been reported in 
previous issues. In addition, the annual dance was 
held at the Royal Festival Hall Restaurant on Decem- 
ber roth and was as enjoyable and gay as usual. Thanks 
for its success are due to a great extent to Mr A. F. 
Littman, who put in a lot of work on the arrangements, 
as he has on previous occasions. Unfortunately, he can 
no longer help in its organization and a successor to 
him would be welcomed by the Committee. 
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Results of Examinations held in December 1954 
FINAL EXAMINATION 


š (Second Division) 


As a result of the examination held on December 13th, 14th, 15th, 16th,and 17th, 

1954, the undermentioned 175 candidates passed the Second Division of the 

Institute's Final examination. Their names appear in alphabetical order and are 

followed by the firms of the masters fo whom they were indentured or assigned, 

an asterisk indicating a candidate who qualified for the Institute’s Final examination 
certificate. 


- 


*Amour, J. M. (Romanes & Munro), Edinburgh. 

*Adam, J. M. (Galloway & Co), Glasgow. 

*Addyman, K. G. H (John M. Taylor & Co), Glasgow. 
*Allan, C. C, (James Meston & Co), Aberdeen. 

“Allan, J. 5. (J. & R. Morison & Co), Perth. : 
*Anderson, G. A. (Moores, Carson & Watson), Glasgow. 
*Armour, f. G 


*Barclay, P. A. (J. R. Flockhart & Grant), Aberdeen. oa 


*Cameron, W. D. B. (Wardhaugh & McVean), Glasgow. 
Campbell, A. (Alexander Martin & Co), Glasgow. 


iJ 
SE J. R. (Howden & Molleson), Edinburgh. ` 
š 


*Devlin, J. B..(Muir & MacIntyre), Glasgow. 
*Donnachie, E. T. (Brown, Fleming & Murray), Glasgow. 
*Douglas, J. (Henderson & Loggie), Cupar. 

Douglas, R. W. (Thomson McLintock & Co), Glasgow. 
*Duff, G. L. (Hourston, Macfarlane & Co), Glasgow. 
*Duncan, I, Mel (W. S. Brown, MacDonald & Fleming), 

Edinburgh. 


*Duncan, J. N. (McLay, McAllister & McGibbon), Glasgow. ` 


‘*Gardner, A. (Wallace & Somerville), Edinburgh. 


*Gardner, E, W. S, (Craston Thomson & Allison), Glasgow. 
*Gillies, R. S. (Smith & Williamson), Glaggow. 


. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. — 


*Gordon, R. (Chiene & Tait), Edinburgh. 

*Goudie, J. (Chrystal, Mcintyre & Co), Glasgow. 
*Gouid, J. D. (William Duncan & Co), Glasgow. 
*Gowans, J. (Paterson & Benzie), Glasgow. 

*Grant, I. D. (Brodie, Burns & Anderson), Glasgow. 
*Grant, W. G. (R. C. Thomson & Murdoch), Dundee. 
*Guna, A. R. (Graham, Smart & Annan), Edinburgh. 
*Guy, W. N. (Kidston, Goff & Harvey), Glasgow. 


*Hamilton, J. G. (McClelland, Ker &-Co), Glasgow. 
*Harrison, H. N. L. (Chiene & Tait), Edinburgh. 
*Hathorn, R. J. R. (Barstow & Millar), Edinburgh. 
Henderson, J. (Cole-Hamilton & Dunley), Glasgow. 
*Henderson, W. S. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. 
*Hosie, J. N. (Miller, McIntyre & Gellatly), Perth. 
*Howie, G. F. (Bower & Smith), Aberdeen. 
*Hughes, J. (Kelman, Moore & Co), Glasgow. 
*Hutchison, G. C. ( A. G. Murray & Co), Edinburgh. 
*Hutchison, D. W. (E. J. McDonald), Edinburgh. : 
*Hutchison, R. B. (Brown, Fleming & Murray), Londor. 


*Ingram, W. (Henry Brown & Co), Kilmarnock. 


*Jeffrey, J. (Kerr, MacLeod & Macfarlan), Glasgow. 
*Jenkins, G. W. (Robertson & Brown), Glasgow, 
*Johnstone, G, (Scott & Paterson), Edinburgh. 


*Kean, F. W. (McLay, McAlister & McGibbon), Glasgow. 
*Kellie, H. D. (Mann, Judd, Gordon & Co), Glasgow. 
*Kellock, J. (Walter & W. B, Galbraith), Glasgow. 


*Lamb, M. E. (Mann, Judd, Gordon & Co), Glasgow. 
*Lawson, D. M. S. (Hourston, Macfarlane & Co), Glasgow. 
*Lockhart, W. A. (Mann, Judd, Gordon & Co), Glasgow. 


-© *McAuley, J. A. (Parker, Lawson & Stevenson), Glasgow. 


*MacCrimmon, E. C. (Hourston, Macfarlane & Co), Glasgow. - 

MacDonald, J. C. (Peter Millar & Crichton), Glasgow. 
*Macfarlane, A. McD. (Wylie & Bisset), Glasgow. 

*McGhee, A. T. (Galloway & Co), Glasgow. 
*McGraw, J. (Turner & Houston), Glasgow. ' 
*McGregor, J. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. 

McIntyre, I. M. (Fraser, Lawson & Laing), Glasgow. 

*Mackay, S. (French & Cowan), Glasgow. 

*McKenzie, W, (Mitchell & Smith), Glasgow. 

*Mackie, R. A. (Grahams, Rintoul, Hay, Bell & Co), Glagow. 
*Mackie, R. G. (Dingwall, Peden & Henderson), Edinbu-gh. 
*McLay, J. M. S. (Hourston, Macfarlane & Co), Glasgow. 
*MacLeod, M. (Richardson & Lawson), Glasgow. 

*McMillan, I. B. (MacLean Brodie & Forgie), Glasgow. 
*McNiven, W. T. (Wilson, Currie & Donaldson), Glasgcew. 
*Macpherson, C. (Chtene & Tait), Edinburgh. 

*McTavish, A. D. (Hardie & Rowen), Greenock. 

Mallinson, J. P. D. (George A. Touche & Co), London. 
*Mann, H. Mel (Miller, McIntyre & Gellatly), Dundee. 
*Martin, A. F. (Thomson McLintock & Co), Glasgow. 
*Martin, J. D. (John M. Geoghehan & Co}, Edinburgh. 
*Martin, L. W. T. (Davidson, Downie & McGown), Glasgow. 
*Martin, W, D. (Martin, Currie & Co), Edinburgh. 
*Marwick, W. L. (Foubister & Bain), Kirkwall. 

*Miller, K. D. P. (Ferguson & Vost), Glasgow. ` ` .. 
*Milne, H. J. (W. B. Johnston & Carmichael), Elgin. 
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Bloe, J. C. (Henderson & Loggie), Dundee 

*Milne, W. G. (Norman J. Bird & Co), Dundee. 
*Milnes, G. A. (Peat, Marwick, Mitchell & Co), London. 
*Mitchell, R. A. (Thomson McLintock & Co), Glasgow. 
*Morrin, P. (Aitken & Ramsay), Glasgow. 

*Morris, 8. S. E & J. Robertson), Edinburgh. 
#Murray, W. (Geddes, Beaton & Co), Edinburgh. 


*Nairn, J. E. (McClelland, Ker & Co), London, 
*Nairn, W. M. (Nairn, Bowes & Craig), Glasgow. 
*Nelson, M. G. B. (Nelson, Gilmour, Scott & Co), Glasgow. 


*Oldham, G. B. W. (Mann, Judd & Co), London. 


.*Page, W. (Miller, McIntyre & Gellatly), Dundee. 
.*Palombo, R. o (Howden & Molleson), Edinburgh. 
“Partridge, H. C. (Kennedy Smellie & Co), Edinburgh. 
Paterson, R. F. (Wylie & Bisset), Glasgow. 
*Paton, D. McK. (McClelland, Ker & Co), Glasgow. 
*Paton, E. N. 8, M. (McClelland, Ker & Co), London. 
.*Peebles, J. H. C. (Thomson McLintock & Co), Glasgow. 
*Pickering, N, J. (Alexander Sloan & Co), Glasgow. 


*Roberts, A. A. (Wilson, Stirling & Co), Glasgow. 

*Robertson, K. H. (Wardhaugh & McVean), GE 

Kerger W. S. F, (Thomson, Jackson, Gourlay & Taylor), 
asgow. š 

*Rodger, A. D. (Rolland & Pomphrey), Glasgow. 

*Ross, C. (T. 5. Aikman & Paterson), Aberdeen, 


*Sang, V. C. (W. A. Findlay), Dundee. 

*Scobie, P. W, (Wilson, Ferguson & Co), Glasgow. 

*Scott, J. R. (Brown, Fleming & Murray), Glasgow. - 
*Sculthorp, L. E. (Kerr, MacLeod & Macfarlan), Glasgow. 
_*Semple, J. E. (Hardie, Caldwell Ker & Hardie), Glasgow. 
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*Tawse, J. A. H. (Williamson & Dunn), Aberdeen. 
*Thompson, F. W. (J. W. & R. N. Oswald), Edinburgh. 
*Thomson, A. G. (A. G. McBain & Co), Glasgow. 

*Thomson, T. (Grahams, Rintoul, Hay, Bell & Co), Glasgow.. 
*Thomson, V. H. (McLay, McAllister & McGibbon), Glasgow. 
*Thorburn, J. R. (Thomson MeLintock & Co), Glasgow. 
*Turnbull, T. K. (A. & J. Robertson), Edinburgh. 


Walker, F. L, (MacLean, Gardner & Aiton), Glasgow. 
Wallace, A. B. (Nelson, Gilmour, Scott & Co), Glasgow. 
*Walls, W. R. (McClelland, Ker & Co), Glasgow. 
*Walmsley, H. H. (Davidson, Downie & McGown), Glasgow. 
*Warden, W. H. (Dumlop & Murray), Glasgow. ` 
*Wardrop, D. W. (Wm. Home Cook & Coy), Edinburgh. 
*Weir, C. N. (Howden & Molleson), Edinburgh. 
*Whyte, J. (John E. Watson & Co), Glasgow. ` 
Williamson, J. R. (Whitson, Wells & Co), Edinburgh. 
*Wilson, A. G. (Mackay, Irons & Co), Dundee. 
*Wilson, D. J. S. (Fleming & Wilson), Glasgow. 
*Wright, G. H. (Mackay, Irons & Co}, Dundee, 


The undermentioned 25 Service candidates were awarded passes in some papers but 
did not complete the examination. 


Andersen, D. A. P. (Chalmers, Wade & Co), London. 
Brown, W. B. (Peacock & Henry), Glasgow. 

Campbell, J. McL. (Downes & Stewart), Glasgow. 
Clark, T. G, R. D. (J. W. & R. N. Oswald), Edinburgh. 
Cobb, G. M. (Howden & Molleson), Edinburgh. 
Cresswell, A, (Nəirn, Bowes & Craig), Glasgow. 
Darling, R. D. (E. W. Brown), Edinburgh. 


Garratt, J. (Browr:, Fleming & Murray), London. 
Graham, J. H..(Kirk & Johnston), Glasgow. 


Hagues, A. (Peat, Marwick, Mitchell & Co), London. 
Kitchen, S. S. (Allan, Charlesworth & Co), London. 


Laird, J. S. (Mackay, Irons & Co), Dundee, 
Low, E. G. L, (A. G. Murray & Co), Edinburgh. 
Low, P. B. (Girdwood, Allison & Logan), Glasgow. 


Macadam, A. I. (Mitchell & Smith), Glasgow. 

McDerment, J. G. (Galbraith, McEwan & Co), Ayr. 
McFadzean, J. S. (J. Cradock Walker & McFadzean), Glasgow. 
McLeish, 'T'. (Parlane McFarlane), Glasgow. 

Marshall, W, C. ( 8. Easton Simmers & Co), Glasgow. 
Morrison, P. F. (Brown, Fleming & Murray), London. 


Smith, W. A. (Greenhill, Huie & Clapperton), Edinburgh. 
Spears, C. H. (Mann, Judd & Co), London, 

Speedie, D. (Anderson & Menzies),. Kirkcaldy. 

Spillard, J. L. (Layton-Bennett, Billingham & Co), London, 


Whyte, D. T. (George Anderson), Aberdeen. 


TRUST ACCOUNTING PAPER 


As a result of the examination held on December 15th, 1954, the undermentioned 

3 candidates passed the Trust Accounting Paper; their names appear in alphabetical 

order and are followed by the names of the firms of the masters to whom they were 
indentured or assigned. 


Davie, J. A. B. (G. K. Johnston & Smillie), Edinburgh. McLeish, T. (Parlane McFarlané), Glasgow. 
Muirhead, D. (Wardhaugh & McVean), Dumfries. 


INTERMEDIATE EXAMINATION 


` (Second Division) 


As a result of the examination held on December 16th and 17th, 1954, the under- 
mentioned 168 candidates passed the Second Division of the Institute’s Intermediate 
examination; their names appear in alphabetical order and are followed by the 
names of the firms of the masters to whom they were indentured or assigned. 


Aitchison, M. (Nelson; Gilmour, Scott & Co), Glasgow. 


Bisset, J. F. (Peat, Marwick, Mitchell & Co), Glasgow. 
Arbuckle, J. W. (Thomas Kelly & Co), Glasgow. i i 


Beaton, J. F. (Anderson & Menzies), Kirkcaldy. 

: Beattie, J. M. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. 
Barr, A. G. C. (McLachlan & Brown), Glasgow, Beilby, N, S, (Howden & Molleson), Edinburgh. . 

Baxters G. J. S. (French & Cowan), Glasgow. Belch, J. S. M. (Thomson McLintock & Co), Glasgow. 
Bisset, E. B. (Gillespie & Anderson), Glasgow. Blair, W. D. (McClelland, Ker & Co), Glasgow. 
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Bleakley, J. M. (John E. Watson-& Co), Glasgow. 
Blood, R. E. B. (Alexander D Neil & Co), London. 
(Nairn, Bowes & Craig), Glasgow. 

. C. (Mackay, Irons & Co), Dundee. 

. (F. D. Greenhill & Co), Glasgow. 

Brown, J. P. (Thomson McLintock & Co), Glasgow. 
Brown, K. (A. & J. Robertson), Edinburgh. 

Brownlie, A. T. H. (Mitchell & Smith), Glasgow. 
Buchanan, R. A. M. (Wilson, Stirling & Co), Glasgow. 
Burns, R. B. (John E. Watson & Co), Glasgow. 
Burton, H. (George A. Touche & Co), London. 

Bury, B. C. (Peat, Marwick, Mitchell & Co), Glasgow. 
Button, D. M. (Taylor & Gilmour), Glasgow. 


Cairns, J. (Nelson, Gilmour, Scott & Co), Glasgow. 
Calderwood, J. C. (Turner & Houston), Glasgow. 

Calpin, M. (Lewis & Cook), Glasgow. 

Campbell, A. F. (W. D. Johnston & Carmichael), Elgin. 
Campbell, A. M. (Wilson, Stirling & Co), Glasgow. 
Campbell, J. (Welsh, Walker & Macpherson), Greenock. 
Campbell, W. (McLay, McAlister & Gibson), Glasgow. 
Campbell, W. J. (Mitchell & Smith), Glasgow. 

Carter, R. H. (Kelman, Moore & Co), Glasgow. 

Cook, W. R. (McClelland, Ker & Ge London. 
Copleton, R. B. (John M. Taylor & Co), Glasgow. 
Cormie, J. A. D. (Maxtone Graham & Sime), Edinburgh. 
Cowan, G. (Boyack, Whitelaw & Aitchison), Edinburgh. 
Craigmyle, R. McK, (James Milne & Co), Aberdeen. 
Crainer, G. S. (Welsh, Walker & Macpherson), Greenock. 


Darwin, P. W. (Moores, Carson & Watson), London. 

Davidson, J. N. (T. S. Aikman & Paterson), Aberdeen. 

Davie, R. W. (Moores, Carson & Watson), Glasgow. 

Dempster, W. M. (Smith & Williamson), Glasgow. 

Deuchars, D. W. (Anderson & Menzies), Kirkcaldy. 

Dick, R. W. (Chas, Leigh Brown & Son), Glasgow. 

Dick, W. E. W. (Norman J. Bird & Co), Dundee. 

Dickson, J. F. (Nairn, Bowes & Craig), Glasgow. 

Drummond, C. S, R. (Russ, Ferguson & MacLennan), Glasgow. 


Eadie, K. W. KE Judd, Gordon & Co), Glasgow. 
Espitalier-Noel, B. (Peat, Marwick, Mitchell & Co), London. 


Forbes, J. D. (W. A. Wighton & Crawford), Edinburgh. 
Foster, G. N. (Fleming & Wilson), Glasgow. 
Frame, D. D. M. (McLachlan & Brown), Glasgow. 


Grant, M. A. (Bower & Smith), Aberdeen. 

Gray, A. 8. (Wilson, Stirling & Co), Glasgow. 

Gray, R. J. C. (French & Cowan), Glasgow. 

Geddes, J. R. (J. & R. Morison & Co), Perth. 

Gemmell, T. M. McC. (Rattray Brothers, Alexander & France), 


gow. 
Gemmill, T. C. (Kerr, MacLeod & Macfarlan), Glasgow. 
Gill, W. P. (Bower & Smith), Aberdeen, 

Gillis, C. (Kerr, MacLeod & Macfarlan), Glasgow. 
Goold, J. D. (Reid & Mair), Glasgow. 


Harper, C. J. (Brown, Fleming & Murray), London. 
Hepburn, L. 1. (McLay, McAlister & McGibbon), Glasgow. 
Hinkley, K. J. (Wood, Willey & Co), London. 

Houston, S. G. (McLay, McAlister & McGibbon), Glasgow. 
Hutchison, J. K. (A. T. Niven & Co), Edinburgh. 


Inverarity, J. A. (McIntyre & Rae), Dundee. 


Jackson, F. W. D. (James Meston & Co), Aberdeen. 
Jackson, J. C. (Stanley Gorrie, Whitson & Co), London. 
Jamie, R. D. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. 
Johnston, J. W. (McClelland, Ker & Co), Glasgow. 


Kennedy, A. L, (Kennedy & Co), Hertford. 
Khaleelit, M, A. N. (Geddes, Beaton & Co), Edinburgh. 


Lafferty, J. L. (McAdam & Shaw), Glasgow. 
Lawes J. R. (George A. Touche & Co), London. 
Lawton, W. (Thomson McLintock & Co), Glasgow. 


Lothian, J. B. (Thomson, Jackson, Gourlay & Taylor), Glasgow. 


Loucas, L. L. (R. A. Clement & Co), Glasgow. 

Low, G. Mel, (Moody Stuart & Robertson), Dundee. 
Low, J. C. (F. A. Ritson & Co), Elgin, 

Low, R. (J. Harley Hepburn & Co), Kirkcaldy. 
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McAdam, W. S. (Thomson McLintock & Co), Glasgow. |, 
McAlpine, K. G. (Moores, Carson & Watson), Glasgow. ` 
MacBain, I. W. (McLay, McAlister & McGibbon), Glagow. 
McCall, D. S. (Jas. A. Jeffrey & Co), Aberdeen. 

McConnell, R. A. (Chrystal, McIntyre & Co), Glasgow. 
Macdonald, R. C (Wilson, Stirling & Co), Glasgow. 
McDougall, T. (Romanes & Munro), Edinburgh. 

McFarlane, A. W. (David Strathie & Co), Glasgow. 
MacInnes, A. S. (McFarlane, Hutton & Patrick), Glasgow. 
McIntyre, J. (Thomson McLintock & Co), Glasgow. 
MacKay, I. D. P. (J. Wyllie Guild & Ballantine), Glasgcw. 
Mackenzie, D. F. (Maxtone Graham & Sime), Edinburga. 
McKenzie, J. (F. A. Ritson & Co), Elgin. 

Macleod, A. A. (Wilson, Stirling & Co), Glasgow. 

McLeod, J. M. C. (Leo Higney & Co), Glasgow. 

McManus, H. (Leo Higney & Co}, Glasgow. 

McQuade, J. O. (Kelman, Moore & Co), Glasgow. 

Maddock, A. K. (Ramsay Brown & Co), London. 

Main, A. W. (Turner & Houston), Glasgow. 

Matheson, W. H. (Howden & Molleson), Edinburgh. 

Mathie, J. T, (Peat, Marwick, Mitchell & Co), Glasgow. 
Mathison, W. H. G. (W. A. Wighton & Crawford), Edirburgh. , 
Martin, I. A. (Moody Stuart & Robertson), Dundee. 
Mercer, J. P. (Hourston, Macfarlane & Co), Glasgow. 
Mills, C. K. (Mann, Judd, Gordon & Co), Glasgow. 
Milne, D. 8. (J. R. Flockhart & Grant), Aberdeen. 
Moffat, J. (R. & E. Scott), Edinburgh. > 

More, W. J. (Nelson, Gilmour, Scott & Co), Glasgow. 
Morgan, J. A. H. (Dickson, Middleton & Co), Stirling. 
Morgan, R. F. (McClelland, Ker & Co), London, 
Morley, R. (Wm. Home Cook & Coy), Edinburgh. 
Murray, A. D. (Maxtone Graham & Sime), Edinburgh. 
Muzaffar, K. (R. C. Kelman & Shirreffs), Aberdeen. 
Mycroft, F. H. (Maxtone Graham & Sime), Edinburgh. 


Ness, D. (Baird & Macmillan), Glasgow. 


Orr, K. C. L. (Wilson, Stirling & Co), Glasgow. 
Oswald, J. W. (Wallace & Somerville), Edinburgh. 


Patience, J. (Watson McCarroll & Co), Glasgow. 

Paulin, A. F. McN. (Martin, Currie & Co), Edinburgh. 
Peebles, M. G. (A. C. Philip & Co), Dunfermline. 

Pentland, M. D. (Lindsay. Jamieson & Haldane), Edinbergh. 
Pitcairn, J. M. S. (Maclean & Maclean), Glasgow. 


Rankin, H. C. D. (Nelson, Gilmour, Scott & Co), Glasgow. 
Regan, W. J. A. (Thomson McLintock & Co), Glasgow. 
Reid, G. A. (McIntyre & Rae), Dundee. 

Reilly, J. F. B. (Richardson & Lawson), Glasgow. 

Ritchie, L. (Wardhaugh & McVean), Glasgow, 

Ross, K. M. (Moody Stuart & Robertson), Dundee. 

Ross, W. M. (Lindsay, Jamieson & Haldane), Edinburgh. 
Russell, W. S. G. (Barstow & Millar), Edinburgh. 


Sandeman, R. McE. (Thomson McLintock & Co), Glasgow. 
Scott, I. M. (Mackie & Clark), Glasgow. 

Scott, R. (J. W. Jarvie & Co), Glasgow. 

Seils, J. (Girdwood, Allison & Logan), Glasgow, 

Simmers, G. M. (S. Easton Simmers & Co), Glasgow. 
Simpson, A. (Chas. Leigh Brown & Son), Glasgow. 
Simpson, C. T. (Jas. Henry Reid & Son), Aberdeen. 
Simpson, J. (Davies, Lochhead & Co), Glasgow. 

Sinclair, G. A. (Stewart Gilmour), Ayr. | 
Sinclair, R. G. R. (Geddes, Beaton & Co), Edinburgh. | 
Smith, A. M. (Wilson, Stirling & Co), Glasgow. 
Smith, J. M. (Girdwood, Allison & Logan), Glasgow. 
Smith, L. (Jas. A. Jeffrey & Co), Aberdeen. 

Stewart, C. (Mitchell & Smith), Glasgow. 
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SPECIALISM 


OME accountants are born specialists, some acquire the 

habit of specializing and some have specialism thrust upon 

them. The first category is the rarest, but there are a single- 
minded few the pattern of whose careers seems inevitable from 
the outset. They sense their destiny immediately on entering 
the profession and outstanding ability and inner driving force 
take them to it with a speed which, to their more pedestrian 
colleagues, seems almost meteoric. To those in the much larger 
second category, the acquired habit of specialism is often a 
humbler manifestation of the same urge. It is pleasant to be 
the acknowledged authority in one particular aspect of the firm’s 
work partly because it enhances prestige and partly because it 
improves material prospects. This element of economic compulsion 


` has also to be considered in the case of those who have specialism 


thrust upon them. The rural practitioner, for example, must of 
necessity become an authority on farm accounts or perish. 


Co-existent in the pyramid of the practising side of the profes- 
sion are the many partners, managers and seniors who have 
little or no specialized knowledge but who feel qualified by 
reason of their general training and experience to take on any 
assignment, however unusual, a client may offer. In recent 
years, the validity of this attitude has been keenly challenged 
by accountants in industry and commerce, some of whom believe 
that management accounting requires. esoteric knowledge which 
the accountant in practice does not ordinarily possess. Of this 


. view evidently is Mr F. CLIVE op PAULA, T.D., A.C.A, F.C.W.A,, 


who puts forward, in a lecture we reproduce elsewhere in this 
issue, three suggestions which the profession might consider 
when called upon to advise smaller clients on management 
accounting problems. The first is that one. member of the staff 
should be an expert in this:particular sphere. 'The second is that 
there should be specialist consultant accountants who would be 


. to practising accountants as members of the Queen’s Counsel 


are to .barristers. The third is that. the field of management 
accounting should be abandoned by the profession. 


It was said of Mycrorr HoLMEsS by his younger: brother thet 
his specialism was omniscience. Preoccupied with the volume 
and variety of services which he is now called upon to-perform, 


` the accountant ‘in practice may not be able to aspire to this pitc# 


of perfection but he still holds himself to be capable of advising 


- his clients on matters of management accounting. Any suggestion, 


therefore, that he should either hire the brains of someone else 
to do so or forgo the assignment EES? is not SE to be 
favourably received by him: 
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| ` Ratepayers Classified 
JÈ April 1956 the new valuations for rating 


are to come into force, the first since 1935, 


and there is widespread speculation as to the 
probable effect ón individual ratepayers. Perhaps 
the most worried are the occupiers of commercial 
premises, such as shops and offices, who, under 
the existing law, seem to be singled out for 
harsher treatment than is meted to their fellows. 
Assessments on their premises will be on the full 
value, while there will be no concessions as to the 
rate charged. 

The next in order of disfavour are the occupiers 
of dwelling-houses. They too will pay the full 
rate on the rating assessments, unless their 
leases put the burden on the landlord, but the 
valuations will be on specially artificial lines 
which will tend to depress the value and therefore 
the amount of the rates. Under the Valuation for 
Rating Act, 1953, the gross value is to be equal 
to a notional rent defined as the rent 

"at which the hereditament in question might 

' reasonably have been expected on or about the 
thirtieth day of June, 1939, to let from year to year 
if the tenant had undertaken to pay all usual 
tenant’s rates and taxes and if the landlord had 

' undertaken to bear the cost of the repairs and 
insurance, and the other expenses, if any, necess- 

` ary. to maintain the hereditament in a state to 

_ command that rent’. 

This applies even if the house was not built 
until long after 1939. In face of such an Alice in 
‘Wonderland definition, it is a little difficult to 
estimate what kind of values are going to be 
placed on dwelling-houses. 

Rather more favoured are the occupiers of in- 
dustrial and freight transport hereditaments, 
such as factories and docks. Ever since 1929 
they have been relieved of three-quarters of the 
rates which would otherwise be chargeable. 
That year, like the present one, was a year of 
great competition for overseas markets. Unlike 
the present one it was also a year of great unem- 
~ployment and of industrial losses. 

At the top of the scale is the occupier of 
agricultural land and buildings (other than 
farm-houses). Up to 1929 he also had been 
enjoying three-quarter exemption. From 1929 
his exemption became total. This is only one 


4 


THE ACCOUNTANT. 


DERAT ING. AND INDUSTRY 







February 12th, 1955 


a of the various ways in which regard i IS 
had to the special position of agriculture in this 
country. x 


The Rise in Local Authority Expenditure 
It follows from such a structure that any con- 
siderable increase in the expenditure of local 
authorities met out of rates must inevitably 
bear very hardly on the occupiers of commercial - 
premises, since in effect they pay at a much 
higher rate than other classes. That local 
authority expenditure of this kind is in fact rising ” 
is borne out by the record high rates per pound 
of rateable value which are now being imposed. 
These rates are so high that there is already a 
strong movement among local authorities in 
favour of the abolition of derating in so far as it 
benefits the occupiers of industrial premises. If 
these occupiers had to pay four times as mach 
in rates as they do at present, it might well be 
possible to secure a substantial reduction in 
rates per pound, particularly in highly industrial- 
ized areas. 

A Private Members’ Bill has been introduced 
into Parliament with the object of restoring in 
full the rateability of industrial and freight 
transport properties and making agricultural 
properties liable to rates on one-half the net P 
annual value. 


_ Tax Repercussions 

There is not the same criticism of the special 
rules in favour of dwelling-houses. One outstand- 
ing difference between the two cases is that the 
industrial occupier pays a high rate of taxation 7 
on his profits. Any increase in rates would be 
admissible as a deduction in computing those 
profits, so that the net cost to him would vary 
between 524 per cent and 30 per cent of zhe 
additional rates paid, the precise amount de- 
pending on the profits tax position. This con- 
sideration was not nearly so strong in 1029 
when the standard rate was only 25 per cent and 
when many industrial companies were mak-ng 
heavy losses. In those days, too, there was a 
time limit for the carry forward of losses so thet a 
payment of rates might never bring any income 
tax reduction, even though the undertaking 
eventually prospered. 
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` Estimates of the cost to industry. of the imme- . 


diate abolition of derating vary between £30 
million and £40 million, which of course is very 
small in relation to industrial profits estimated 
at something like £1,500 million. In so far as 
industrial occupiers also occupy non-industrial 
commercial premises, the cost would be less, 
since at any rate some of the additional rate 
revenue would be applied in reduction of rates 
per pound of rateable value. 


— oe 


The Case for Derating 


On the other hand, there are cogent arguments 
in favour of the continuance of derating. It 
would be quite wrong to say that it was intro- 
duced solely to reduce unemployment. Speeches 
made on behalf of the Government of the day 
when derating was introduced make it clear that 
the device was not so much to subsidize the 
inefficient industries as to encourage the go-ahead 
ones. In that respect the post-war situation is 


not greatly different from 1929. Only last year’ 


considerable tax incentive was given to the build- 
ing of new factories and to the retention of indus- 
trial hereditaments generally, both for income and 
profits tax purposes, and for estate duty where 


„the assets basis of valuation applies. From 1945 


onwards, of course, there has been an increasing 
awareness by the Government that industrial 
plant and machinery are vital to our economy 
and should not be taxed. 


Since all these taxation encouragements to 
expenditure have been given at a time when 
industry was already enjoying derating, it would 
be in a sense illogical to discontinue it. On the 
other hand it can be argued with considerable 
truth that rates are not so much a tax as a 
means of obtaining payment for services rendered 
by local authorities. Education, welfare services, 
drainage, sanitation, highways and lighting are 
alk valuable things from which industry benefits 
directly or indirectly, as well as trade generally. 
Occupiers of commercial premises may well ask 
why they should have to bear such a dispro- 
portionate share of the cost. But the position is 
complicated by the fact that much local authority 
expenditure is met out of Exchequer grants 
which are found out of national taxation to which 
industry naturally contributes its share. 


` The Exchequer Equalization Grant is dis- 
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tributed on a basis which causes a good deal of 
discontent among certain local authorities who 
lose a great deal from derating but who share 
to a negligible extent in the benefits of the grant, 
notwithstanding the fact that in origin the grant 
was meant to be a compensation for the loss of 
rates due to derating. 

In view of all this confusion and discontent, it 
is not surprising that responsible people have 
been advocating a thorough examination into the 
functions and financing of local authorities. 
We would suggest also that the system of rating 
itself should be critically examined to see whether 
a less archaic system of taxation could be intro- 
duced. 


Rating’s Archaic Background 
Perhaps the least logical of the income tax 
schedules is Schedule’A in so far as it taxes the 
owner-occupier or beneficial occupier of property 
which is bringing him no income in any real 
sense. It would be one step further into absurdity 
to tax a tenant who is paying a rack-rent. And 
yet that is precisely the basis of rating assessments. 

It was not always thus. In the time of Elizabeth 
the First, when rating can be said to have begun, 
a statute laid the burden of maintaining the poor 
of a parish on its inhabitants, according to their. 
ability. Other local expenditure has been added. 
since, and of course the burden of maintaining 
the poor. became a national concern in 1948, 
but the original principle of levying the rate on 
the inhabitants of .the ‘parish remained. But 
ability to pay is now measured on a wholly 
artificial system which has no regard to anything 
but the occupation of: property. No doubt in 
rough, uncultured days, when all wealth but 
land could. easily be concealed. and the adminis- 
trative efficiency of the ‘rating machine ‘left 
much to be desired, there was. much to-be said for 
raising the whole rate by taxing real property, 
and ignoring wealth in the form of chattels and 
profits. Land tax suffered a similar fate, for 
despite its name it was originally an income tax: 
Whatever may have been the merits of rating 


valuations as a rough and arbitrary method afe- 


measuring both a person’s ability to pay rates 
and the extent of his benefit from them, many 
people would welcome a more scientific instru- 
ment. Use could surely be made of the i income 
tax machine. 
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A PLEA FOR CLARITY IN PUBLISHED ACCOUNTS. 
by H. J. TIERNEY, C.A. 


the appearance of utilitarian articles, such 

as bridges, aeroplanes and motor-cars: ‘If 
the design is right, they look right.’ One might 
infer that the contraptions outlined in the artistic 
creations of the late Mr W. Heath Robinson 
and of Mr. Roland Emett fail to satisfy. the 
criterion implied in the saying —a verdict which 
one would not expect unduly to distress those 
artists. 

The maxim has a definite, if limited, applica- 
tion to the end-products ‘of ‘accountants. (I 
borrow the vogue-word to include all documents 
of the type that accountants are asked to prepare 
and report upon: annual accounts, prospectuses, 
financial statements and so forth.) In fact, one 
may say in a double sense that these products of 
the professional accountant should be well 
balanced. 

But even if an accountant’s scope for drafts- 
manship is restricted, his product must still pass 
another test to secure the approval required by 
the saying quoted — the words and phrases used 
in the document under consideration must be as 
exact and free from ambiguity as possible. 


rr is a sal aow saying concerning 


Some Desirable Qualities 


With a considerable experience of critically ex- 
amining professional accountants’ reports and 
statements, I venture to suggest that the qualities 
always noticeably present in those prepared by 
firms of the highest standing are their literacy, 
clarity, directness and thoroughness. Their re- 
ports are to the point, free from woolly phrase- 
ology and, as far as possible, from jargon; they 
achieve the incidental effect of imparting confi- 
dence to their readers, who are not put on inquiry 
as to what meaning the phrases in the reports are 
intended to convey, what additional information 
might usefully be given and why it has not been 
given. 

These desirable qualities are easily stated and 
I pooo accountants will do well to ensure 

at their work measures up to them. The lesson 
may best be illustrated by a few examples in 
reverse. 
, ‘A few weeks ago I perused a prospectus with a 
view to investing in ‘a company whose shares 
were about ro be quoted on a stock exchange. 


The last audited balance sheet was reproduced 
in the prospectus and a note was added that one 
(of two) of the company’s real properties had 
since been sold. Surely, I felt, prospective in- 
vestors should be told whether a capital gair or 
loss had resulted, the size of the gain or loss, and 
how it had been dealt with in the company’s 
accounts. Moreover, the major part of that com- 
pany’s fixed assets, the prospectus disclosed, rad 
been included in the accounts on the basis of a 
post-war valuation. Here again, it seemed to me, 
further information on such an important ma-ter 
should be forthcoming to explain how the surplus 
or deficit on revaluation had been treated in the 
accounts, 

The incompleteness of the information on 
such matters of, it is submitted, some conse- 
quence, lessened one’s confidence in the pros- 
pectus and in the company whose shares were 
being offered. More than this, such incomplete- 
ness seems to sharpen the reader’s critscal 
faculties which unearth other unsatisfactory 
features of the document in question. They may 
be minor blemishes but the general effect on the 
reader is not ‘a job well done’. 

The examples so far given in this article heve 
related to the omission of relevant or desirable 
information from a prospectus. The same leck 
of confidence, it is submitted, can be engendered 
by the ambiguity of phrases in the publisked 
accounts of companies. 


Questions Unanswered 


Several of the following illustrations were taken 
from a set of accounts reproduced in The Accouzt- 
ant. Their interpretation calls for much cogiza- 
tion from accountants, accustomed to the jargon 
of their profession: to the average shareholcer 
to whom the accounts were addressed, the 
phrases, it is suggested, would be unintelligible. 
The two opening entries in the consolidated 

profit and loss account read: 
‘Profit from trading account 
Dividends and interest (other) . 
The intelligent reader must pains i ask him- 
self the significance of the word ‘other’ and in so 
doing his attention will be directed to the in- 
elegance of the phrase in which that word is 
used. L presume it occurs in pursuance of para- 
Te 
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graph 12 (r) (g) of the Eighth Schedule to the 
Companies Act, 1948: 
“There shall be shown... the amount of 
income from investments, distinguishing between 
trade and other investments.’ 
May one suggest, therefore, as more easily intelli- 
gible.and agreeable alternatives: 

Income from investments other than trade in- 

vestments ...... 
or 

Income from trade investments . . . Nil 

Income from other investments ..... 

Later in the same account occurs the entry: 

“Surplus on sale of assets... ....... 

Less retained in respective accounts ... 
It may be remarked that most concerns derive 
the major part of their income from the sale of 
assets, usually of the types, stock and work in 
progress. It is unlikely that this type of transac- 
tion was intended and the narrative used may in 
any event be criticized for its indefiniteness. 
Probably the sale of fixed assets gave rise to the 
entry and in that case the phrase ‘retained in 
‘respective accounts’ might with advantage be 
replaced by the more informative ‘applied in 
reduction of their book value’. 


Points Concerning the Balance Sheet 


On the consolidated balance sheet, the following 
entry caught my eye: 
“Loan Capital: 
3% per cent First Mortgage Debenture 
Stock (XYZ Ltd)! with accrued inter- 
est, less nominal amount held by the 
COMPANY Sa elie E oe EE 
Here again the meaning is unlikely to be readily 
understood by the members and a revision of the 
wording after XYZ Ltd is suggested, to follow 
paragraphs 2 (d) and ro of the Eighth Schedule, 
as follows: 
Issued ss Ss ot 
Less redeemed 


— e a 


Interest accrued .. ic Se o4 





Note. — The company has/has not power to reissue 

the redeemed debenture stock. 

The set of accounts in question was accom- 
panied by the revenue account and balance sheet 
of an associated Canadian company. Of the 
balance sheet totals ($103,000), the ‘assets’ 
included no less than $59,000 in the form of a 
deficit on revenue account. The advantage of 
the current practice in this country of omitting 


i The name cf the parent company was printed here. 


THE ACCOUNTANT 177 


the formerly familiar balance sheet headings; 
‘Liabilities’ and ‘Assets’, is strikingly illustrated by 
this reproduced document of transatlantic origin. 

In a consolidated balance sheet also repro- 
duced in The Accountant, the ‘Capital emploved 
in the business’ was arrived at after deducting 
the interests of the minority shareholders. The 
caption surely becomes incorrect unless it is 
made clear that the capital of only the majority 
interest is intended. 

An item in another set of accounts now before 
me reads: 

Premiums on shares in subsidiary companies, 

less Undistributed Profits at dates of 
acquisition, and amounts written off. . . 

This form suggests, if we may use algebraic 

symbols: 
ag D Le 

The draftsman doubtless intended a — (b + c) 
and should have omitted the second comma. 

As has been mentioned, several of the matters 
commented upon in this article have been taken 
from a set of accounts reproduced in this journal. 
This has been done, not because those accounts 
were markedly inferior to many other published 
accounts, but because they afforded a useful 
illustration of the way in which minor textual 
alterations can make considerable improvements 
to the informativeness and clarity of the accounts. 
Admittedly, such documents, with their tele- 
graphic phrases and lack of the grammarian’s 
main verbs, do not aspire to rank with the master- 
pieces of English literature: but that to the 
present writer seems a reason for striving to 
make them, while retaining their accepted form, 
as euphonious and easily understood as possible. 


A Modern Tendency 


There has been a tendency in recent years to 
make the notice of the annual general meeting 
and its accompanying literature serve many 
more purposes than are imposed by the Com- 
panies Act, 1948. Not merely are the financial 
results amplified and adorned with photographs, 
statistics, bar charts and humorous marginal 
drawings: the sales, advertising and research 


departments have their say and even politics and. 


international affairs may come under review 


therein. It is not suggested for one moment that<— 


the tendency is to be deplored. But its relevance 
to this article is that by it, additional attention 
will be directed to that central section vf the 
annual missive to members of companies which 
is the reason for its preparation, and it is the 


more important that the contents of that section 
, 


£78 


shall survive the challenge of the closest scrutiny. 

“Some of the main difficulties facing those 
responsible for the preparation of the documents 
discussed in this article are that they must first 
of all comply with certain statutory require- 
ments; they must at the same time follow the 
generally accepted form and phraseology of the 
- documents; and they must Ge to make those 
documents intelligible to a large number of 
people who have no particular knowledge of 
accountancy or-the legal framework by which 
the draftsman is circumscribed. 

It is not surprising, therefore, that one often 
finds published accounts where the meaning of 
the phrases used is far from clear to the average 
reader. (even though the compiler himself is 


quite certain of his intention) or where the reader. 


is left with the feeling that various matters might 
well have been better or .more informatively 
expressed. 

Second Opinion 
In professional accountants’ offices, it is often 
helpful to submit a final draft of a set of accounts 
or a prospectus or similar document to a col- 
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league. of standing: who bas had no part in its 
preparation, in order to get the benefit of a re- 
liable and detached reader whose reaction to the 
document may be expected to correspond to 
that of the general public. By so doing it may well 
be possible to avoid the shortcomings hinted at 
in the preceding paragraph. On the basis of the 
maxim, ‘two heads are better than one’, there are 
few sets of accounts that are susceptible of no 
improvement when examined by a friendly but 
independent mind. i 

In an office where there is a considerable 
volume of such documents and where report 
writing is frequently called for, a case car: be 
made out for the engagement of a specialist in 
such matters: a member of the staff who would 
act as ‘sub-editor’ of the literary aspects of the 
output of the office. 

There is little doubt that the general public as 
the parties most interested in prospectuses and 
annual accounts, and the boards of directors who 
call for financial reports, will rejoice when these 
are forthcoming in the tongue ‘understanded of 
the people’. 


ON BEING AN EXPERT WITNESS 


‘by T. A. HAMILTON BAYNES, M.A., F.C.A. 


care for the limelight and the thought of 
appearing in a witness-box fills them with 

alarm. However, a practising chartered account- 
ant: has had experience of reading the auditor's 
report at annual meetings (on which he is almost 
word perfect) and if, as a result of a report he has 
made on a certain subject, he is told he may be 
asked to give evidence thereon in a witness-box, 
he may hope that, unpleasant as it appears in 
prospect, the ordeal will not be as bad as his 
imagination has painted i it. He would be mistaken. 
- Before matters have reached ‘this point the 
accountant will have spent much time-in examin- 
ing- accounts and documents, in expressing his 
views on paper and pointing out the weakness in 
the arguments of experts briefed by the other side. 
He may feel some confidence in the report he has 
put forward, with its numbered paragraphs and 


` . ' CCOUNTANTS, as a profession, do not 


© —eatly turned sentences, its schedules and its 


summary of conclusions. These will all have 
been transferred to large-size | paper, beloved by 
barristérs and judges; in the new set-up the 
arguments may appear even more impressive 
than when he had first drafted them. It is with 


some consternation, then,-that he learns that his 
R 


report must be left behind when he enters the 
witness-box. 

In the High Court the witness is placed in a 
pulpit convenient for any elderly judge whose 
hearing is not as good as it was. The witness 
finds himself looking down op a room full of 
wigs and gowns, of sniggering solicitors and 
accountants. All confidence drops from him. 

The friendly barrister, with whom the accotnt- 
ant has of course already had several consulta- 
tions, is on his feet and with an ingratiating smile 
begins to ask questions. 

‘Is your mame .. . P | 

‘Do you live at... d 
. No one is interested in the answers which zre, 
very simply, yes or no, but sooner or later "he 
anticipated but dreaded question is put: 

‘Would you explain to his lordship how sou 
came to the conclusion that... d 

The accountant takes a deep ‘breath. 

“Well . . .’, he begins, and the ensuing pause 
causes the shorthand writer, who is sitting at che 
base of the pulpit, to look up to see if he i is still 
alive. 

So the examination proceeds, and a little 
confidence E the. absence of ‘the writfen 
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report is not such a handicap as it was thought 
tobe. However, if counsel is obviously lifting 
pieces out of the report which is in his hands, the 
opposing counsel will be on his feet at once: 

“My lord, I do not. wish to interrupt, but my 
lecrned friend really must not lead.’ 

At last, after an anxious glance towards his 
solicitor in case he. has omitted something vital; 
counsel sits down. 

Opposing counsel rises. He produces a schedule 
which the witness has never seen, and which he 


....¥a3pects has been prepared carefully to support 


the arguments of the opposition (figures can 
mzan anything!). Copies are fluttering round the 
Court like snow. In vain does the accountant 
protest that it is not his schedule and he does not 
accept the figures. 

‘Assume for the moment that the figures are 
carrect, would you not agree that... 9 

The accountant is not anxious to agree with 
arything, but under pressure he may reluctantly 
acmit that in those circumstances . . . On reading 
the typescript of his evidence next day he feels 
it is a little unfair that the shorthand writer has 
seen fit to add a stage direction: ‘Witness (after 
a pause)...” 


If the accountant is unused to Court procedure ' 


he may feel that- his evidence has failed to do him 


justice. That view may well be wrong. He should . 


remember that he knows far more about the case 
than the barristers; also, he is an accountant, 
wach a barrister is not, and really understands 


= the intricacies of balance sheets and schedules 


of figures. This knowledge should help him 
under cross-examination and he will not be 
upset by the questions of opposing counsel, 
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designed as they will be to throw doubts on has, 
submissions. 

It needs an experienced chartered accountant . 
to come out best as in the following cross- 
examination: I 

Q.C.: I want you to take chat balance sheet in 
front of you, and to consider that all- the other 
items are the same but the reserves are twice.as 
large. 

C.A.: I am afraid that is impossible. 

OC: Will you kindly do what I ask? 

C.A.: If I did, the two sides of the balance 
sheet would not add up. 

OC (slightly irritated): Well, eee they 
would not. 

C.A.: I regard it as very important that they 
should. 

OC (wishing that he had had some training in an 
accountant’s office and deciding it would be unwise 
to pursue this theme further): I agree. 

If an accountant is invited to be an expert 
witness, is there any advice that can be offered? 
First, he should know his case thoroughly, going 
over his report again and again until he can almost 
remember the individual figures. Secondly, -he 
should bear in mind that he is not on this side or 
that, but is in Court to ariswer questions on his 
opinions as an expert. Finally, he should do his 
best to answer the questions with straightforward 
answers which can be understood by laymen; he 
must neyer be tempted to answer a question with 
another question. 

Although it may not appear so to him, dave 
is much sympathy on the part of the judge and 
counsel, who are well aware of the difficulties ot 
being an expert witness. 


RISE OR FALL? 


by PETER D. TAYLOR, A.C.A. 


OU’ RE an accountant aren't you?’ 
‘I used to think so.’ 


“Well, a mere engineer would like to ask 
you a question.’ 

‘Go ahead.’ 

“What’s “rise and fall”? 

“Rise and fall? It’s the name given to the clause, 
attached to contracts of sale, which enables a 
seller to allow for variations in price of labour and 
materials.’ 

‘And what’s “ 

“The same.’ 

‘Shouldn’t it be increased or decreased costs?’ 

„Correct, But how often do prices or wages fall? 


increased costs’’?’ 


‘I see; then what's an “escalator” clause?’ . 

‘Just another name.’ 

‘Right, now I know what we ré talking about. 
Does it apply to all sales?’ 

‘In effect, yes, generally by the seller charzing 
a current price.’ . 

‘So if I buy a clock, I pay the current price?’ 

‘Yes.’ 

"And if I order a car, I pay for it ultimately at 
the current price?’ 

Yes.’ 

‘Then the seller gets overheads aa d 
margin. on the increases? 

‘For an engineer you’re doing fine? 
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‘What about long-term contracts; say, building 
projects?’ 

““There’s generally a rise and fall clause to allow 
the contractor to charge increased costs.’ | 

‘Or to give away decreased costs? 

‘Very funny.’ 

‘Agreed. Does the contractor get his margin 
on the increases?’ 

-‘Not usually. The clause normally makes 
increases net, based on actual increases paid by the 
contractor. Or it may be calculated on a formula, 
using index numbers and standard wages rates.’ 

‘Sounds complicated.’ 
= ‘Its hard to explain. One calculation covers 
one contract so it’s quite handy.’ 

“Is it worked out at the end?’ 

“Yes, the contractor has to wait for his money. 
In other words he needs more working capital.’ 

‘Never mind that. You accountants always get 
back to capital and revenue somehow.’ 

‘Any more questions?’ 

“Yes, I was saving this one. I’ve just come back 
from a world tour trying to sell our equipment. 
Wherever we go they want to get rid of the rise 
and fall clause. Why?’ 

“To a buyer it means extra cost — to an indefinite 
amount. People want to know how much they are 
going to spend, however high a price may be. 
A known commitment can be faced and budgeted 
for, but not an unknown.’ 

‘Like cost-plus being a bad thing from the 
buyer’s point of view?’ 


“Yes, but not only that; the factors which affect. 


the final cost are ones over which the buyer has 
no control whatsoever and they take place in 
another country. So he cannot appreciate or 
accept the basic causes of the price fluctuations, 
supply and demand of materials and changes in 
labour rates.’ 

‘Are you suggesting that because I know wage 
rates are rising in this country, I will accept 
price. increases?’ 

‘Thats what it amounts to. You may not like 
them ‘but you feel that ‘they are probably justified. 
You say to yourself “ “the standard of living in 
this country is rising”. 

‘Oh no I don’ t. I say “why can’t my salary go 
‘up. too?” 


= mm, Hear, hear! But that’s not what you're supposed 


to think. Anyway, an overseas buyer certainly 
isn’t concerned with our standard of living.’ 
‘T’mewith you all the way. The answer is obvious. 
We must do away. with rise and fall clauses.’ 
‘Just a minute. Thats not so GE A manu- 
actuate of consumer goods. . 
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“Consumer goods?’ 


‘Non-capital stuff, clocks, weg anytaing 
like that.’ 

‘I see. Carry on.’ 

‘As I was saying, a manufacturer of consumer 
goods can protect himself against price increases 
by adjusting his selling price.’ 

“Why should he protect himself?’ 

“Would you sell without making your overhzads 
and profit?’ 

‘I suppose not. Well, how about sales of capital ` 
goods on long-term contracts?’. 

‘Again, the manufacturer must protect neii 
The price increases on a two-year contract might 
take all his margin.’ 

‘Can’t he allow for these increases in his price?’ 

‘Allow for something that’s going to happen in 
the future?’ 

“Yes, surely he could make an intelligent guess?’ 

‘It would be very risky, and his price might 
be so high that it was non-competitive.’ 

‘But you said that people prefer a fixed pzice, 
even if it is high.’ 

. “True, but we have to compete against other 
countries remember, and these unstable con- 
ditions don’t always apply to them. 

‘Don’t I know it. How about this: Can’t you 
insure against increases? I thought you could 
insure against anything these days.’ 


‘It’s hardly the sort of risk an insurance’ 


company would underwrite. It’s not a thing that" 
might happen to some people and for which the 
risk could be calculated actuarially. It’s something 
that, if it did happen, would happen to everyone. 
The cost of insuring it, if anyone would take it, 
would be prohibitive. It would be a pure game, 
‘All right, you’ve convinced me. Who else can 
bear the risk then?’ 


“There’s the Government. It’s their conrern ` 
_ really, because the question of selling overseas is 


a national one. If they want to promote exports 
they may have to pay for it. Besides, they would 
then have a very keen interest in the control of 
prices and wages. And the Government. can 
control these to a certain extent. The snaz of 
course is to find the money and to organize a 
fair basis of calculation.’ 

‘Tve thought of a better way. Suppose the 
exporter carried the risk, but the Government 
gave tax relief on the value. of foreign currency 
earned? Wouldn’t that be sufficient incentive to 
the exporter? That is if the relief was enough. The 
rate of relief would have to be fixed in advance.’ 

“That sounds possible. I'd like to think about 
it. Are you sure you’re only an engineer?’ 
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THE HUMAN ELEMENT E 


IN MANAGEMENT ACCOUNTING ` 


Should there be ‘Captive Specialists’ or ‘Consulting Accountants’? 
by F. CLIVE de PAULA, T.D., A.C.A., F.C.W.A. 


OWADAYS, management accounting might 
be described as a fashionable subject — we talk ` 


alot about it, we debate it, and its techniques 
tifechnicalities are pursued-in great detail. These 
details of what todo, and how to do.it, might perhaps 
be left for the moment while we turn our attention toa 
d:fferentaspectofthe prob- emm 
lem, namely, the human 
side—that is to say, the 
people: who. work in this 
particular field. However, 
before we do embark on the 
main subject for discussion, ` 
it would be as well to define 
just what we mean by man- 
agement .accounting and: 
also to trace briefly how it 
arose. 

_ History 

and Development | 
In the old days, account- 
ancy was largely a matter 
otf recording both the 
state of a business and its 
financial results from year 
tc year. So we got the bal- 
_ance sheet with the profit 
“and loss account, which 
was basically just a link 
from one balance sheet to 
tke next. In those days 
irdustry was emerging 
from the early days of the 
ixdustrial revolution, the 
main feature of which was that the machine had 
begun competing with hand labour. In this com- 
petitive struggle the machine could beat hand 
labour comfortably — thus the machine éarned much 
better profits. As a result of those good profits the 
financial accounts were quite sufficient, recording on 
a yearly basis how businesses were going. 

Then, unfortunately, came a couple of world 
wars with the inflation that came with them, and the 
industrial revolution had ceased as it were to be a 
revolution and had reached the stage where machines 
were competing with machines. More modern 
machinery was competing with more old-fashioned 
machinery. In those circumstances, profit margins 





A lecture delivered to the London and District Society of 
Chartered “Accountants.on December 20th, 1954. The 
Chairman of the Society, Mr J. H. Mann, M.B.E., M.A., 
F.C.A., Was in the chair. 
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dwindled in the face of steep competition . and 
inflation. So we come very-rapidly to the present 
current conditions of industry in which competition 
is fierce, and profit margins are not so easily come by. 
In those Ç circumstances the «managements of 
businesses | not unnaturally found that their yearly 
accounts -were ‘not quite 
what they wanted to help 
=. them run their businesses 

. — for one thing they tended 
Ë. to. be-rather too-late, for 

another they largely looked, 
“backwards at what, had: 
happened when conditions 

were a bit different from 
‘what they were now, and 
they mainly analysed. ex- 
penditure by the manner of | 
| spending, ie. under stich 
E. heads .as wages, material, 

j rent, In other words, they 
` said héw the money. had 
gone, but not why. _, 

Such annual accounts. 

did not really give manage-, 

ment much indicatian as. 

to the reason for spending 
-money, nor what the costs 

of products were.- Nor. 

did they provide very 

much in the way ot a 

tool for controlling . ex- 

penditure; nor, of course, 

‘did: they ‘provide’ quite so: 
useful an instrument ‘for, forming: future policy. as 
management wanted. ‘Therefore, management began 
to ask such questions as ‘Where did the money go?’, 
and “Why?’, and ‘Was it worth it?’, and ‘What was. 
going to be done about it in future?’, and also those 
awkward questions which start ‘Well, what would 
happen if we did so and so?’. In the face of these 
kind of queries the accountant got busy — he began to 
produce half-yearly and quarterly accounts. These 
were normal financial accounts on the old basis, that 
is to say, doing the same thing rather more frequently. 

This still did not seem to provide what was requirem" 
by management. 

Even today, some people are inclined to think that 
so long as quarterly or monthly accounts %re pro- 
duced, they are providing all that could be wanted in 
the way of accounting information for management. 
In a very few simple businesses, this may be so. 


, 
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But most businesses are not simple, and the financial 
implications of their operations-cannot, unfortunately, 
be brought to light in so simple a way. 


What Management Accounting is Now 


It was when accountants began to pursue the flow 
of money around the business, along the various 
channels which took it into different departments and 
into different products, that they began to develop the 
techniques that we know today of management 
accounting. 

In doing this, the accountant in industry began to 
assume three quite distinct responsibilities. He had 
the responsibility, which he had always had, namely, 
the recording function as represented by double- 
entry book-keeping, stock accounts and so on; he 
also had the responsibility of financial management, 
that is to say, managing the finances of the business, 
seeing that the money is going to be available on 
Friday to pay wages, and marshalling funds to pay 
creditors, etc. Finally he added this control function, 
that of controlling the flow of money round the 
business. 

With this control function, the accountant found 
that he had the responsibility of reporting to all 
levels of management, from top to bottom, the 
financial results of their activities and on their success 
or otherwise from a financial point of view. He had 
also to calculate the costs of different products. He 
had to provide control over the spending of money, - 
and most important and difficult of all, to produce 
data on which future policy could be founded with 
as much precision as possible. That was quite a tall 
order — especially when one adds to it the specification 
that all these facts and figures had to be quite com- 
prehensive, covering the whole of the business; to go 
on continuously; to be prompt within their own 
relative importance; and they had to be simple. 

These last two questions of promptness and 
simplicity bring their own peculiar problems in their 
train. For, in attaining speed, some degree of accuracy 
will almost certainly have to be sacrificed. But 
throughout their basic training, accountants have 
been schooled to strive after absolute precision. 
For an engineer this would be less of a problem as he 
is trained to establish at the beginning of a calculation 
the degree of tolerance to which he is going to work. 
For a kitchen clock the tolerance may be fairly wide; 
whilst for a chronometer the tolerance will be very 
close. . 

On the other side, simplicity entails an assessment 
of the person who is going to read the figures. 
Normal financial accounts are usually read by ac- 
countants or boards of directors, who have probably 

een trained to understand them. Financial figures 
for management purposes will normally be read by 
works managers, departmental supervisors, foremen 
and charge-hands, who have probably never had any 
accountancy training of any kind. Yet they must be 
able to understand and interpret the figures readily. 
To this end, shillings and pence may have to be 
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omitted, figures may have to be rounded off to the 
nearest ten or a hundred pounds, or results may have 
to be expressed as percentages or be drawn on 
graphs. 

We must also consider how far it is essentia. to 
use our own technical jargon, with which unwittirgly 
we have become so familiar. There will be a demand 
for us to scrap it entirely, but this is not altogether 
possible and to a certain extent we shall have to train 
those concerned to know the meaning of tkose 
technical terms that we have to use. For when an 
engineer is describing the power of a jet engine he 
will tell us that it develops a ‘thrust’ of so many 
thousand pounds — and expect us to understand 
what he means. So accountants can expect the 
engineer to master a few essential technical accounting 
terms ~ but no more than is strictly necessary. 

So in the fields of promptness and simplicity the 
accountant is called on to exercise his talents to the 
full. It is not a question of un-learning what he has 
been taught, but of applying his skill and balanzed 
Judgment so that, in presenting figures, the real 
essentials are neither omitted, nor slurred over, Dut 
stand out clear and precise from the mass of back- 
ground figures, easy for the particular reader to see 
and understand. ` 


What Sort of Man is Needed for this Work? 


This, then, is a very rapid description of Low 
management accounting developed and what it 
involves. 

Let us now turn to a consideration of the question 
as to how we, as a profession, are going to tackle 
this particular field of accounting. All human 
activity is carried out by human beings, and having 


given a specification of the job that we are trying D 


do, let us now consider the specification of the human 
being whom one would for preference choose to do 
this sort of work. For, to be successful, it is clearly 
better to use on this work a man with an aptitude for 
it, especially as this particular field has some pecali- 
arities about it. 

Firstly, one can specify that the person one wents 
should have had a basic training in accountancy and 
so have become schooled in the integrity of accurate 
recording and have learned to be patient in the 
pursuit of detail, persistent in the pursuit of truth, 
and be accustomed to living in the fiduciary position 
of a holder of confidential information. Next, he wants 
to have practical experience of life in a factory and of 
its problems, since above all the job is a practical 5ne` 
of meeting the requirements of management and 
welding a link between factory facts and office 
figures. Furthermore, it is clearly desirable that he 
should have the detailed technical knowledge of this 
particular accounting field and how it works. 

But, perhaps most important of all is the queszion 
of general aptitude — namely, that of having a leaning 
towards the mechanical, the scientific and the 
practical affairs of life. For if he is to provide 
management with the figures they need and correctly 
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mzasure the financial effect of what goes on in. the 
works, he must get ‘under the skin’ of the works. 
T> do this, ñe will need to feel at ease in the smell of 
machine oil, amidst the clatter of machinery and the 
general hubbub of money being made. For he must 
fe2l at home in the works and have a natural inclina- 
tion to find out ‘what makes the wheels go round’, 
because the financial problem is almost invariably 
insoluble without a sound understanding of the 
production technicalities involved. In other words, 
one is looking for someone who enjoys going out into 
strange places to meet new people — rather than 


` someone who holds the sordidness of the world at 


— ef 


bey by retreating behind an office barrier of books 
ard figures. 

Having given a specification of the sort of man 
required, it must be added that it is not suggested 
that he is in any way a superman but merely that he 
needs certain specific training, experience and 
aptitudes. There are plenty of such men about, but 
the type of man required is more mature, more 
experienced, and in gaining this maturity and ex- 
perience has added a higher price tag to himself. 
It might be argued that if one used a man with the 
right aptitudes but with less experience — such as an 
articled clerk with a bent for this sort of work — one 
would reduce the cost of the man. But, unfortunately, 
or.e of the snags here is that the experienced tech- 
nivian, works manager or foreman, often does not 
taxe kindly to accountants in any case, and still less 
is he inclined to unburden his soul and the details of 
his technical work to anyone whom he does not 
ccnsider to be on a level and equal footing. He 
generally can be persuaded with gentle coaxing to 
yield forth such of his technical secrets as are needed 
for accurate accounting, but only when he has a 
matual respect for the man he is talking to, as being a 
gcod technician on his own ground. It is a field in 
which the inexperienced articled clerk is not much 
help, and the man required, who will be suitable for 
the work, is generally found to be relatively expensive. 


How to Make Available the Services of the 
Right Type of Men 


Tais being so, it is a matter which we might profitably 
debate as to how the services of these sort of men 
to do this sort of work should be made available. 
In the case of the large industrial and commercial 
organizations, no particular problem arises as they 
quite obviously can afford, from their size, to employ 
such people for themselves. They can find qualified 
accountants with the necessary abilities to do the 
work for them and can keep them permanently 
occupied year in year out. With regard to smaller 
businesses, it could be argued that these particular 
techniques of accountancy do not apply to them. 
Presumably, the same used to be said about double- 
ertry book-keeping when in the old days it was 
probably argued that double-entry book-keeping was 
all right for the big undertakings but not much use 
to the small sole trader. In both cases events have 
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shown otherwise, and have shown that the small 
business requires the same thing but m rather a 
simpler form. However, the small business cannot 
normally afford to employ a skilled expert in manage- 
ment accounting permanently in its business — the 
question therefore arises, “Where is it goirg to turn?’. 


The Captive Specialist 


One approach to the problem is to have, in a general 
practice, one man on the staff who has studied these 
techniques and knows something about them. This 
particular course has many advantages and some dis- 
advantages. The advantage being that the man you 
want is there beside you — like your tax expert to 
whom you can turn in the office for help. The 
difficulty is that in many of the smaller practices it 
might prove difficult to find him this type of work to 
do all the time. He would therefore have to do 
auditing and tax work to keep him busy. It is, how- 
ever, suggested that, if he had the right eptitudes as 
a management accountant, he would prcbably be a 
lot less good as an auditor and he would probably 
be very indifferent as a tax expert. Another practical 
difficulty is that this type of work tends to tie a man 
down to one particular assignment for longer periods 
of time than is customary on audit work. This may 
cause complications in connection with other auditing 
and tax work which he may handle as part of the 
general practice. 
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The Consulting Accountant 


Another solution is that we should, as have done most 
of the senior professions, face the problem rather more 
squarely and give serious thought to. separating the 
specialist from the general practitioner just as the 
law divided up advocacy from the general practising 
branch and separated barristers and Q.C.’s from the 
general body of solicitors. 

So far as this solution is concerned, we should have 
to give serious thought as to whether the consulting 
accountant should refrain from general practice. 
On balance, it would seem desirable that he should 
refrain from general practice, as has been done in the 
older professions. For it is only when the consulting 
accountant withdraws himself from general practice 
that the general practitioner can then approach him 
quite freely, feeling that the consultant will give his 
advice and assistance quite independently, without 
any lurking fear that the consultant may subsequently 
encroach into the auditing, taxation and kindred 
fields; which must be an incipient danger if the 
consulting accountant does- also practice in the 
general field. 

If the consulting accountant does refrain from 
general practice, that would, of course, not in any way 
prevent the general practitioner from working in that 
particular field — any more than the general medical 
practitioner would give up gynaecology merely 
because gynaecologist specialists are available for 
consultation when he wants to call one in. 
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` Abandon the Field to Commerce 


A third solution is that, as a profession, we should 
do nothing about this field of management accounting 
and leave it to those commercial undertakings which 
operate in the field of management consultancy 
and which have available to themselves the whole 
range of advertising media with which to obtain 
business. There are many such companies offering 
a whole range of services such as engineering, 
accountancy, chemistry, market research, etc., and 
they are perfectly prepared to make available the 
services of accountants skilled in the field of manage- 
ment accounting for any customers who care to bring 
them business. 


r 
t r 4 


Conclusion 


There has been enough ‘general discussion of the 
subject of management accounting for the profession 
to be fairly clear as to What 1 is- dee We have 
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Sir Russell Kettle Resigns from the Council 
P; of the Institute 


The resignation of Sir Russell Kettle, r.c.a., from the 
Council of The Institute of Chartered Accountants 
in- England and 
Wales is noted in 
the report of the 
meeting of the 
Council, held on 
February 2nd, else- 
where in this issue. 
Sir Russell’s resig- 
nation is a prelude 
to his impending 
‘retirement from 
professional prat- 
8 tice; 
dë - all. members of the 
Í Institute will share 
“the regret of the 
Council on his 
decision, for ` Sir 
Russell’s sound 
Pe judgment and wise 
advice will be: greatly missed. A member of the 
Council since June 1940, Sir Russell, who is senior 
partner in the firm of Deloitte, Plender, Griffiths & 
Co, was Vice-President of the Institute in 1948-49 
and President in 1949-50. He has rendered valuable 





service on many committees, including the Applica- 


tions Committee,- Parliamentary and Law (for several 
years as chairman), General Purposes (also as chair- 
man), investigation (as vice-chairman since 1953), 
Planning and Overseas ‘Relations, as well as serving 
on a large number of subcommittees. 

Passing the Final examination~-in’ which -he 
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given relatively less thought to the human element in 
the problem. In this paper it is suggested that certain 


specific, training, experience and aptitudes are" 


desirable in anyone working actively in this field. 
The problem is posed as to how the services of such 
people can best be made available to the industrial 
and commercial world when they require them. 
Various: solutions are possible, including that of 
having captive specialists available within the freme- 
work of normal general accountancy practices, or of 
having consulting accountants available on a pro- 
fessional basis to be called in by the general prac- 
titioner when the situation: warrants’ it. These / 
two solutions are not, of course, in any way mutually 
exclusive, and could conceivably both be adopted 
simultaneously. But the concept of the professional 
consulting specialist, working apart from the general ~- 
practitioner, is not one which we have as yet rezog- 
nized in the profession, and is one which might merit 
active consideration. | 


WEEKLY NOTES 


achieved distinction — in ‘Novanber 1909, Sir Russell 
was admitted to membership of the Institute in 
February roro. He was elected a Fellow i in January 
1924. 

His work in connection with the Companies Act, 
1947, is well known: he was a member of the Cchen 
Committe on Company Law Amendment and he has 
served as chairman of the Companies Act Consultetive 
Committee of the Board of Trade. He received his 
knighthood. in the Birthday Honours of 1947. 


Visit to Germany | 


ANNUAL MEETING oF THE INSTITUT 
DER WIRTSCHAFTSPRUFER 


The President and the Secretary of the ketut: 
accompanied by Mrs House and Mrs Maclver, 
represented the Institute at the annual meeting o the 
Institut der Wirtschaftsprufer which was held at 
Hanover on January 26th, 27th and 28th, 1955. At 
the banquet on the evening of the 28th, Mr House 
made a short speech in reply to the toast of ‘Visitors 
from other countries’. 


‘Cheque Endorsement Bili 


It has been widely appreciated that the principal 
practical difficulty in Mr Graham Page’s Endorse- 
ment Bill (which is due for its Second Reading next 
Friday) is the fact that so many-businesses now use 
a printed form of receipt on the backs of their cheques; 

and there seems to be no generally acceptable wzy of 
dealing with the point. ‘The Society of Incorporated 
Accountants have had under consideration a question 
put to them by Mr Page: would the Society azree 
that his Bill would have the effect of making a Said 
cheque-which had been specially crossed to a banker; 
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as good evidence of payment as, if not better than, 
the endorsed receipt?’ 

The Council of the Society. has now replied that 
tke Bill would in their opinion enhance the value as a 
receipt of the ordinary paid cheque. . They consider 
however that the Bill as drawn, deeming the cheque 
te have been endorsed by the bank’s customer but 
making it prima facie evidence of receipt by the 
payee of the cheque, might facilitate fraud. They 
tLink too that the absence, in the majority of cases, of 
am endorsement might make the investigation and 
detection of fraud more difficult: for the signature of 
tke--endorsement can obviously be of help to the 
investigating auditor. 


Decimal Coinage 


Mr M. Follick, M.P. for Loughborough, last week 
introduced a Bill ‘to provide for the introduction of a 
decimal coinage.’ This is down for Second Reading on 
February 18th, sixth in the list of private members’ 

Bills (Mr Page’ s Endorsement Bill is somewhat 
EN its chances would seem to depend on its 
being passed without debate, and this is hardly likely 
tc happen. Even those most convinced of the need 
fcr change may not whole-heartedly welcome it, and it 
may be assumed that not all members are convinced. 

But in fact the case for reform is a very strong one. 
Even if we are unmoved by the plight of foreign 
visitors who are said to spend weeks in an effort to 
understand that twelve pennies make a shilling, 
w2 must admit that there is nothing very splendid 
about the near-isolation in which Great Britain now 
finds herself in this matter; and of course the decimal 


system is quite plainly more efficient than our own.. 


Mr Follick’s own suggestion for conversion, bases 
the system on the shilling: if this is divided into 
co units (‘cents’ would be the logical term), the 
threepenny-piece would be worth twenty-five and 
the sixpence, fifty units. There are obvious criticisms 
of this plan, but there are other possibilities and 
Mr Follick has not committeed himself in the Bill, 
waich propcses merely to set up a committee 


‘to inquire how best to introduce a decimal coinage 
in the United Kingdom of Great Britain and Ireland’. 


It also provides certain time limits within which the 
committee must report, and within which, thereafter, 
the Government must take action. 

Mr Follick, it will be remembered, had very good 
luck with his ‘Spelling Reform Bill, which was read a 
second time almost exactly two years ago—it was 
withdrawn a few months later. It is ironical that his 
new measure, on which opinion is much less divided, 
may not, owing to the luck of the draw, be so for- 
tunate, 


Four-year Road Programme 


Plans to spend about £147 million of central Govern- 
ment funds on expanding the road systems were 
announced last week. This outlay, however, excludes 
expenditure on certain major projects (including a 
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crossing of the Firth of Forth by subway, tube or 
bridge) which are expected to be so expensive that 
tolls may have to be installed to pay for them, ` 

The first major undertaking which is expected | to 
be put in hand between 1956.and 1959 is the first 
section of a London to Yorkshire motor road which 
will have a spur for traffic to Birmingham. Thereafter 
the Government will put in hand the next section 
of the London-Yorkshire road from near Rugby. 
northwards and also a motor road ‘connecting 
Birmingham to Preston. Io addition to these schemes 

there will be expenditure by local highway SE 
on classified road schemes. 

Much of the work done in the early years will be on 
improving existing roads. It is therefore not likely 
that there will be any spectacular developments on 
the highway before the late 1950s. However, the, pro- 
gramme should bring an element of stability to a 
wide range of contracting firms and manufacturers of 
road building materials and road making EE 
for several years to come. 


The Growth of Investment 


A paper read by Mr Redfern to the Royal Statistical 
Society recently, provided some interesting calcu- 
lations on the rate of investment in this country. 
The rate of. capital formation measured either before 
or after allowance has been made for depreciation is 
one of the most difficult items to estimate in the 
national income figures. Mr Redfern’s paper is a 
valuable contribution towards. making such’ estimates 
a more accurate account of how the country is adding 
to its store of basic equipment. ` 

The impression given by official calculations so far 
has been that the rate of investment in all except a 
few categories such as housing and ‘electricity . 
generating plant has been disturbingly low since the 
Second World War. Mr Redfern’s figures suggest 
that while there is no room for congratulation and. 
much remains to be done, the rate of net investment 
may not have been so. disturbingly low as was 
previously thought. At 1948 prices the rate of net 
investment in 1953 was {667 million compared with 
£676 million in 1938; in other words the rate of net 
investment has recovered to the pre-war level. At 
current prices the rate of net investment in 1953 was 
£879 million compared with {277 million in 1938. 
It is of interest in passing to note that between 
9 and ro per cent of the gross national product is now 
required to cover depreciation whereas only 7 per cent 
was required before the last war. 

It is the distribution of capital investment which. 
still looks disturbing rather than its rate of growth. 
Mr Redfern’s figures broadly corroborate the official 


figures in showing that housing and the pub —— 


utilities have taken the lion’s share of available 
finance while general manufacturing industry has 
taken a poor second place and transport and 
communications have fared by far the worst. Out of ` 
£879 million invested by the community in 1953, this 
last category accounted for only {£15 million. 
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Membership of the American Institute 
| Increases to 25,000 
The membership certificate of the 25,oooth member 
of the American Institute of Accountants was. pre- 
sented on January 28th by the President of the 
Institute, Mr Maurice H. Stans, c.P.a. 

The American Institute was founded in 1887, 
and since the American Society of Certified Public 
Accountants was combined with the Institute in 
1937.it has been the only national organization of 
C.P.A.s, In the past fifteen years, its membership 
has increased by nearly 20,000 — paralleling the rapid 
rise in the number of C.P.A.s in the United States. 

'-Three-quarters of the Institute’s members’ are 
associated with public accounting firms, as individual 
practitioners, partners or staff members. Geographi~ 
cally, more than half are concentrated in-the eight 
states of New York, California, Illinois, Pennsylvania, 
Texas, Ohio, New: Jersey and Michigan, but one- 
fourth are ‘in cities with fewer ee 105,000. in- 
habitants. 

Finance of the Railways 
The Chancellor of the Exchequer informed the House 
of Commions last week that there is no question of the 
Government’s taking. powers to enable the Exchequer 
to advance any part of the finance necessary for the 
modernization scheme -announced by the British 
Transport Commission at the end of last month. 

The Commission wll be. borrowing about £800 
million over the fifteen-year period of modernization 
and the Government will give its backing up to this 
amount: The Chancellor also reaffirmed the obliga- 
tions of the Commission under the Transport Act to 
balance. its current accounts. taking one -year with 
another. It is quite clear therefore that there is to be 
no formal subsidy from the Government in financing 
the modernization programme, but in spite’ of -the 
reminder. that the Commission is under a statutory 
obligation to balance e accounts over a-number of 
years, it is apparent that a cumulative loss is likely to 
build-up for an indefinite period until results of 
modernization can work themselves out in: “the 
teling account of the railway system. vas 

It will be recalled that the! Commission‘ proposes 
to. spend about £1,200 million over the next fifteen 
years; Broadly it will be spent as to {210 million on 
new lines, bridges and signals; £345 million on diesel 
and electric traction to replace steam traction; £285 
million on coaches, stations and depots; and £365 
million on improvements to freight services. 

When the programme was announced it -was 
assured’ of a wide welcome for it is clear that the 
British railway system can be put on a paying basis, 
only if it is madé at least as efficient as similar rail 


wmgystems in other countries by a programme of- 


modernization. There remained, however, two basic 
issues to be cleared up. The first of these concerned 
whether the Government was prepared to subsidize 
the programme and the second to lay down means 
whereby to ensure that the investment of this large 
sum is carried out so as to achieve the most efficient 


a 


THE ACCOUNTANT 


February 12th, 1955 


long-term development of the. railway system -with- 
out being indirectly subsidized bys some part of the 
road transport system. 

The first of these basic issues has n now been cleared 
up. The second remains and it is likely to be resolved 
only with the passage of time. It can be laid down in 
principle that the railways must be efficient and-self- 
supporting financially in the long run, but the adjust- 
ments in the investment programme to bring this 
about as between one section of the railway system 
and another may be considerable as the fifteen-year 
period passes. 

Steady Gold Reserves 

The sterling area’s gold and dollar reserves increased 
by $1 million to $2,763 million during January. This 
figure compares with an increase of $25 million in 
the same month of last year. It can therefore be said 
that the seasonal pressure on sterling due to the 
autumn import programme has now gone, but that 
there is little sign as yet of any resilience in the 
reserves. The year has in fact opened with steady. 
selling pressure on sterling. In addition it has to be 
borne in mind that the level of import prices is rising 

which’ means that it will be increasingly difficult to 
earn a surplus unless exports are exceedingly resilient. 

It will be several months before the figures give any 
indication of how exports and imports are moving in 
relation to each other, för the figures are still slightly 
affected by the aftermath of the dock strike at the 
beginning of the winter. ` 


The Housing EC 


Some 348,000 houses were erected last year. This 
was nearly 29,000 more than in the previous year. 
In the current year it is likely that about 360,000 
houses will be built. | 

It is therefore probable that 1955 will be the first 
year since the Second World War when a serious 
effort was not made to increase substantially the rate 
of house building activity. The programme’ is 
levelling off, though it is taking place at a very high 
figure. It is not so long since 300,000 houses a year 
was considered beyond the power of the industry to 
build. One of the important consequences of the 
decision not to try and force he housing programme 
much further this year is that any additional resources 
forthcoming in the form of increased productivity of 
labour--and additional materials can. be used for the 
very large increase in. factory building. which is 
scheduled for 1955 and 1956. 

It would, indeed, be difficult to do much more, 
than hold the housing programme at its present level 
while indertaking an ambitious factory programme 
and preparing the way for the road programme which 
will soon be put in hand, at least in part. All these 
building and construction plans are going to be 
superimposed on an economy which is already in a 
state of full employment and which may, from now.. 
on, have to find more men and materials for exports 
to meet the rising imports bill. 
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r REVIEWS 


Tax Planning 


by D. C. Potter, LL.B., Barrister-at-Law, and 
E. H. Monroe, M.A., Barrister-at-Law, 
assisted by H. G. S. Plunkett, Barrister-at-Law 


(Sweet & Maxwell Ltd, London. 45s net) 


73 3 


‘By the expression “tax planning” ’, say the authors, 
‘ncthing more sinister is meant than that a man 
sheuld make an intelligent appreciation of the 
incidence of tax and should take it into account as 

` a relevant factor in planning what dispositions he 
will make of his property as between himself and 
the members of his family.’ 

They are at some pains to justify this, with references 

` to such authorities as Sir Thomas More and the 
Book of Common Prayer. 

The book is built round forty precedents, mainly 
of settlements of the familiar tax-avoiding kind, but 
including a separation deed, partnerships, service 
agreements and wills. All the precedents have been 
evolved with tax considerations well to the fore and 
some of them go a good deal farthér than making 
prov-sion for the settlor’s family alone. 

Bcth the text and the precedents have been 
carefully thought out, though some accountant 

. readers may well smile at the reference to a form 
R.185 as ‘the appropriate form of the Rule 185 series’. 


A Simple System of Economic Analysis of a 
> Farm Business 


by C. H. Blagburn 


_ (University of Reading Department of Agricultural 
Econémics (Miscellaneous Studies No. 8). ss net) 


It is refreshing to find that in a short study of this 
type the author takes the view that in order to 
iden-ify the main economic weaknesses of the existing 
farming system, elaborate costing systems are un- 
necessary. We agree and our criticism of many works 
of this type is that the farmer is expected to spend 
° too much of his valuable time juggling with statistics. 
It is especially pleasing to note the objective view 
that is taken in dealing with labour costs. Mr 
Blagburn rejects both the measure of output per man 
and labour costs per {100 output and recommends 
‘work units per man’ as a better index, based on 
standard labour requirements. At the time of writing, 
the increase in basic agricultural wages due to start 
on January 24th, 1955, adds extra emphasis. Through- 
out, the author relies on relating individual figures to a 
Standard for the area, but is careful to illustrate the 
- danzers of allowing a measure of efficiency to be 
judged too rigidly from such a comparison without 
a careful assessment of all the influencing factors. 
A concrete illustration of what happened on a 
typscal dairy farm provides an interesting and 
convincing case for the methods employed by the 
author. The report is described as having been 
= * 


‘written primarily from the point of view of the 
advisory worker, but the methods described may 
also be found useful to farmers and others’. 
The accountant with a rural practice may well class 
himself among the ‘others’ and derive a fresh 
approach to the difficult problem of making his 
farmer client more appreciative of the value of 
financial information. 


Income Tax Law and Practice 
(Twenty-sixth Edition) 
by Cecil A. Newport, F.A.C.C.A., and 
H. G. S. Plunkett, Barrister-at-Law 


. (Sweet & Maxwell Ltd, London. 27s 6d net) 


This popular text-book has now been completely 
revised, the text now being divided into numbered 
paragraphs for ease of reference. The examples, 
also, have been, consecutively numbered throughout 
the book. At the same time a number of passages 
have been written and, of course, the Finance Act, 
1954, is dealt with although necessarily somewhat 
briefly. The changes made have added considerably 
to the book’s usefulness. . 


Income Tax: Maintenance Relief and 
~ Agricultural Allowances 


by F. E. Cutler Jones, B.A., A.C.A. 
(Sweet & Maxwell Ltd, London. 35s net) 


This is the age of specialization, and specialization 
within the field of income tax is fairly recent but is 
growing. Mr Jones has chosen two subjects which 
are closely related and which give rise to a good deal 
of difficulty — particularly maintenance relief. 

Everything that can be said on these subjects is 
included in this book and the author has introduced 
a number of additional topics, including an interesting 
divagation on the £ s d of opening historic houses to 
the public. Having a whole book to devote to the 
task, Mr Jones has not erred on the side of brevity. 
He tells us four times that the renewal or hire of 
dustbins can be included in a maintenance claim — 
on pages 15, 30, 39 and 48. Gas cookers, he says, 
‘may be attached to the freehold so that they virtually 
form part of it; alternatively, they may rot be so 
attached’. This leisurely approach is by no means 
disagreeable, however, since it helps to impress the 
book’s contents on the mind. 

Maintenance claims are largely a matter of practice, 
and practice varies considerably from Inspector to 
Inspector. The author’s own experience is obviously 
wide; he shows how to claim the maximum possible 
amount of relief but sometimes his enthusiasm for 
the cause of the claimant seems a little excessive. 
Page 34 contains the following: 


‘Hire-purchase interest is allowed as a deduction 
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from profits assessed under Cases I and II of 
Schedule D. It should therefore be included in a 
maintenance claim.’ 


In fact, the principles cf computing profit and the 
principles of computing maintenance expenditure are 
not the same, and the author later resiles somewhat 
from the non-sequitur quoted above, for on page 123 
he observes sadly: 


‘If, as will probably be the case, the Inspector 
rejects the interest in a maintenance claim, the 
taxpayer will not be able to obtain any tax allowance 
in respect of it.’ 


Another divagation concerns the right to claim 
loss relief against excess rents assessments. The 
author implies that the decision in Barron v. Littman 
established that a deficiency in rent below the net 
annual value gives rise to a claim. The decision was 
concerned, however, with a deficiency of rent 
received as against rent paid, and it is a moot point 
whether it extends to a purely notional loss. 


Regional Economic Statistics 
by K. S. Lomax 


(Royal Statistical Society, London. 2s net) 


Regional economic statistics are becoming increasingly 
important, and this valuable ‘survey by Professor 
K. S. Lomax, of the Economics Department of the 
University of Manchester, which has been reprinted 
from the Journal of the Royal Statistical Society, 
not only discusses the nature and sources of the 
material’ now available, but suggests how in some 
respects the information might be improved and 
existing -gaps filled. ` 

The author points out that the only two regularly’ 
published reports on economic conditions in sub- 
areas of Great Britain are the economic surveys of 
Wales and Scotlarid, though there are a number 
of single reports dealing with individual industries, 
and departmental publications, which, when related 
to each other, build up a fairly comprehensive’ 
picture. . 

Among the “serious lacunae in our economic 
knowledge’, he mentions reliable and comprehensive 
figures of stock movements, statistics of order books 
in the more important industries, and bank debits, 
and he considers that the data on income and saving 
in regions of the country could be amplified with 
great advantage. 

In criticizing the statistics now available, he 
mentions delay in publication, a wide margin of 
etror in some cases, and in particular lack of co- 
ordination in the collection, presentation and publica- 


mmm, tion of available facts and figures. For the planning 


and implementation of the policy of full employment, 
Professor Lomax envisages the necessity of a 
fundamentally different approach, involving the 
construction of regional social accounts, and inter- 
regional and intra-regional input-output analysis. 

A useful bibliography concludes his survey. ` 
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SHORTER NOTICES 
UNDERHILL’s LAW RELATING TO Trusts AND Les? 
TEES. Fourth Cumulative Supplement to Tenth 
Edition, by M. M. Wells, m.a.; Barrister-at-Law. 
(Butterworth & .Co (Publishers) Ltd, Lóndon. 
6s net.) This new supplement brings Underhill up 
to date to September ist, 1954. The Charitable 
Trusts (Validation) Act, 1954, is dealt with as is the 
group of cases culminating in the House of Lords 
decision in Chapman v. Chapman, which struck a 
blow at a thriving method of tax avoidance. These 
are the principal changes but there are a number of 
others. The supplement is written in the pleasant, 
readable style that one has come to expect. 


Konstam on Income Tax, Third Cumulative 
Supplement to Twelfth Edition, by E. M. Konstam, 
Q.C. (Stevens & Sons Ltd, London. Ge net.) This 
new supplement brings Konstam up to date as at 
August 19th, 1954, and replaces the existing second 
supplement. The main changes are those introduced 
by the Finance Act, 1954, and are dealt with in the 
author’s usual thorough and lucid style. 


RECENT PUBLICATIONS 


LEADERS OF British INpUsTRY, by G. H. Copeman, 
PH.D. 173 pp. 84 X54. rss net; rss 6d post free. Gee and 
Company (Publishers) Ltd, London. 

THe Lonpon CAPITAL MARKET, by Norman Macrae. 
285 pp. 846. 25s net. Staples Press Ltd, London. ` ` 

A Review OF PRODUCTIVITY IN THE WROUGHT Non-F grrovus 
METALS INDUSTRY. 26 pp. 8$ x §4. 15 6d net. The British 
Productivity Council, London, I 

A MANUAL OF SECRETARIAL Practice, by F. D. Head, 
B.A.(OxoN), Barrister-at-Law, F. Porter Fausset. 
M.A.(CANTAB), LL.B., Barr:ster-at-Law, and H. A. R. J. 
Wilson, F.C.A., F.8.A.A. xxiit+896 pp. 8£X6. 21s net. 
Published under the authority of the Council of The 
Corporation of Secretaries by Macdonald and Evans d 
London, . f 

Export DOCUMENTATION SIMPLIFIED, by Leslie G. Adams, 
F.S.M.A. V+ I pp. 9X6. 6s net, Crosby Lockwood & 
Son Ltd, London. 

ACCOUNTS FOR RETAILERS, by A. Fawthrop, M.B.E. vk 
160 pp. 8 X 54. gs 6d net. Macdonald & Co (Publishers). 
Ltd, London. 

Tue CHAMBERS OF COMMERCE MANUAL, 1954—55. xiv-+666 
pp. 10X 8. £2 ros net. Published for The Association of ; 
British Chambers of Commerce by United Trade Press 

- Ltd, London. 

ESTATE Dury FOR THE LAYMAN. 144 pp. 107. Issued by. 
the Central Board of Revenue, Government of India. ` ` 

The Economist GUIDE TO WEIGHTS AND Measures. Compiled 
by the Statistical Department of The Economist. 84 pp. 
10X74. ros 6d net. The Economist, London. . 

ag Doc DRAFTING AND ENDORSEMENTS, 2nd edition, 

. by E. E. Mason, A.c.1.1. viilit168 pp. 9x54. 18s net. 
Sir Isaac Pitman & Sons Ltd, London. 


BALANCE SHEET PRESENTATION, a critical survey with recom- 
mendations. 14 pp. 11 X83. 2s net. Co-operative Union’ 
Ltd, Manchester. 

Tax Cases REPORTED UNDER THE DIRECTION OF ‘THE 
Boarp or INLAND REVENUE, Vol. 35, part 5 (pages 293-366) 
and Vol. 35, part 6 (pages 367-434). 946. 2s 6d net 
each part. Her Majesty’s Stationery Office, London. 

CHARITABLE SUBSCRIPTIONS UNDER Deeps or COVENANT, 
by C. L. Wykes, F.C.A. 12 pp. 74 s. 2s post free. C. H. 
Gee & Co Ltd, Leicester. š e 
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Tension over the Formosa position, doubts concern- 
ing the French political situation, the events in 
Moscow, and continuing monetary fears here have 
created uncertainty in the stock-market. The gilt- 
edged section has remained dull and ragged, but 
equities have been relatively well held, particularly 
in heavy industry issues. 


Fees too High? 


`À matter of great importance to accountants comes 
nbefore the annual meeting of Braid Group Ltd, the 
iding company of a group carrying on business as 

pter vehicle distributors, engineers and repairers, 
body builders, producers of pressure’ die-castings in 
aluminium, etc, A shareholder has given notice that 
the retiring auditors shall not be reappointed — the 
fees are too high. 

M- Robert Braid, the chairman, sets out the facts 
in his review. The shareholder is the Apollo Invest- 
ment Trust Ltd, a holder of 800 rs ordinary units. 
The Trust has given notice under Section 142 of 
the Companies Act of its objection to the auditors’ 
reappointment and the reason submitted, says Mr 
Braid, would appear to be that the fees payable to 
the cuditors are excessive — a contention with which 
the directors do not .agree. 

The auditors, Mr Braid says, have always carried 
out their duties conscientiously and efficiently, and 
the directors are satisfied that the fees are reasonable 
having regard to all the circumstances and to the 
worE they undertake. They recommend shareholders 
` to vote against the resolution and remind them that if 


“the resolution is carried, the appointment of auditors 


will lie in the hands of the Board of Trade. 

. The audit is held by two firms of chartered 
accountants, Messrs Blackburns, Robson, Coates & 
Co and Messrs Eric C. Sage & Co and both firms 
have agreed. to continue in office. 


Financial Position 


The holding company has an issued capital of 
£209,000 preference and £300,000 ordinary. In the 
consolidation, capital and reserves total £622,156. 
Group fixed assets stand at a net £451,052. There is a 
goodwill item of £55,211, being the difference between 
cost of subsidiaries’ shares and par, less undistributed 
profits at acquisition.dates. Current assets of £536,057 
comprise £173,347 for stock and work in progress, 
£362,054 for debtors and £2,656 cash. Current 
liabilities of £332,944 include £142,692 provision for 
taxation. ! 

- The company was off the dividend list for the 
- three years to September 1951, paid 74 per cent for 
1952 and 1953 and for 1954 is raising the distribution 
to r7š per cent. The revenue position in the accounts 
shows trading profits of £208,268 for 1953-54. 
against £147,381 previously- and net. earnings. of 
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£61,795 against £26,159. ‘Audit fees and expenses’ 
total £2,577 against £2,530. 


. Thatcher Hobson 


The accounts of Thatcher Hobson & Co Ltd, 
which we reprint this week, show the further -ecovery 
of this Northern Rhodesian road transport business 
under the financial wing of the Legislature. We 
introduced the company in our issue of March 6th 
last year as an interesting example of the marriage of 
State ownership and finance with private enterprise 
management. . — 
` The Government took the company over in ‘1952 
when the company was unable to obtain the capital 
to modernize its fleet. But having saved the business 
from liquidation, the Government left it to ooerate as 
a normal commercial company with its nomineés on 
the board — an acceptable state of affairs to a number of 
the company’s senior executives who joined it to 
get away from nationalized services elsewhere. 

The fortunes of the company have improved 
immensely as the accounts indicate and the time has 
come when the Northern Rhodesian Government 
feels it is justified in handing back the equity in the 
business to private enterprise. Arrangements have 
therefore been made for control to be vested in the 
British Electric Traction Company Ltd. of London 
and United Transport Ltd, of Chepstow, the 
Government converting its equity holding into 
5 per cent redeemable preference shares and allowing 
the new owners to bring in more capital for further 
development. 


Difficult Country 


The general manager’s report which : accompanies 
these accounts gives a vivid impression of the difficult 
nature of the country and of the tremendous effort 
demanded at times if the transport system is to be 
kept functioning. An idea of the extent of the area 
served is seen in the journey -from Mbeya in 
Tanganyika Territory to Livingstone of .1,048 miles 
which the company’s: buses do in five days. 

- To relieve whatever monotony passengers may 
feel, there is the excitement of river crossings such as 
the pontoons over the Chembe and Chambezi 
rivers which, though replaced in 1954, do not allow 
the company’s vehicles to cross fully laden. It is a 
pity, the general manager says, that the company 
was not consulted when the pontoons were in the 
first design stage. : 


. Another problem is the fare bilkers. It is no offence mee | 


there, as it is in this country, to travel without a 
ticket or tendering the fare and additional inspectors 
have been engaged to protect the company’s reyenue. 
The Government has been asked to amend the 
Motor Traffic Ordinance. It is only with the co- 
operation of the travelling public, the manager 
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. comments, that dishonesty by the vehicle crews can had a market value at December 31st, 1954, of 
be eliminated. What a tremendous job it must be! {18,890,000, 

This was published within a fortnight after thr 

Trust Interim end of the quarter. Like the statement by London & ` 


The recommendation by the chairman of the London Overseas Freighters, it is short but to the point. A few 
Stock Exchange, Sir John Braithwaite, is drawing a figures are worth far more than a wordy report that 
response from company directors. The Board of talks round the subject and never quite gets anywher €, 
British Assets "Trust, one of the biggest Scottish 

investment trusts, have decided to publish quarterly Money Market 

figures. Gross revenue, after interest and expenses An increase in the market’s bid to £99 8s sd saw a 
for the three months ended December 31st, 1954 levelling off in the Treasury bill rate on February 4th. 
(the first quarter of the company’s year), was The average rate was finally £2 6s 3:17d per cent 
£181,000. The comparable figure forthe three months against the previous week’s {2 6s 7:33d per cent. 
to end-1953 is given as £148,000. : Total applications were £387,365,000 and this week’s 

Investments, which had a book value of £9,809,000, offer is £230 million. 


THATCHER HOBSON AND COMPANY LIMITED 
Balance Sheet at September 3th, 1954 


























Net Book At Cost Additions | Accumulated} Net Book 
° in 1954 Depreciation | Value 1954 


Value 1953 























































Fixed Assets £ £ £ 
Passenger Vehicles ,. ae e = ne pi ci SS ok 299,030 121,063 256,762 
Freight Vehicles .. zi Ge = eg za a Ge on 180,313 50.1! {23,843 
Trailers ¿x Ss ge eck a SS ie je es es 21,537 13.742 26,126 
Other Vehicles SC Ge ss e SR oy oa EN S. 13,1G6 9,220 8.959 
Depots, Workshops and Offices .. gx dg 22 Sé e? d 102.122 19,991 105,839 
Staff Quarters Gg T an ok T Ke SR = és 139,775 31,198 152,087 
Plent, Tools and Garage Equipment sa we wë Kä D 19,938 644 8,390 
Office Furniture and Equipment .. ga eg Sc SN ge Ga 9,822 1,363 


247,332 686,91] 





785,643 












Current Assets 







Trade Debtors less provisions oy ka sa we si Es a ei í š oe >u 
Stock at or under cost ee de? Sie ve si ee We es Se a i e SN x 
Deposits and Prepayments .. Se a Se š = š ae š š aa ie 
Cash at Bank and tn hand `. ef ea ar ee sė ee `. ee t+ ae ` of ae 





153,808 








153,075 







Deduct Current Liabilities 











29,208 Trade Creditors ve oe ae ea . ae ` .. . oe e oe D as 3 l KE 
19,279 Other Accrued Expenses . = SS i ; S Se zi i atte eis 17,950 
027 Staff Savings Scheme Balances ie “a ie sx SR SS gx ss sca š eg ee Ge 6.973 











97,491 
784.402 


TOTAL NET CURRENT ASSETS .. .. ges .. D .. ss oe 
Total Net Assets + Sg .. .. CR Sa s. ae .. 


100,561 
653,223 




































































Share Capital Authorized issued 
536,193 Ordinary Shares of £1 each .. Ss gé ee oa ion SS xs os ka as ag £600,000 586,193 
77,703 Less Accumulated loss to September 30th, 1953 zs ae E SS Ss erg a ox £53,052 
24,65 | Fram which deduce the 1954 unappropriated profit .. oe si a ee ws w aie 60,379 
53,052 u 
533,141 TOTAL SHAREHOLDERS FUNDS .. ie së CH Ge ge 593,528 
Loan Capital 
115,882 Brizish South Africa Company 5 per cent unsecured loan w z a Se Se Fa as Ke iG 115,882 
— Northern Rhodesia Governmenc Š per cent unsecured loan .. Ss ex bs ee a i ive si ,000 
Provisians 
{9,000 Vehicle Maintenance .. zi ve zi bi = Ke SN ç os os ae Ss aie we 20.000 
4,200 Insurance Claim ar z SH s4 e SS ES SC Sg SS ie J3 s4 se ac — 
roe Vehicle insurance Fund ee as ee ow ae (RI aa + ae oe oe ae ae as 5.000 
663,223 Total Capital Funds and Provisions .. wa Be SE ue es 784,402 
I aE EN GRENFELL Directors. 
H. BERRY, Secretary. 
To the Shareholders, 


Thaccher Hobson & Co Ltd. 

We report chat we have examired the books. accounts and vouchers of the Company and have satisfied ourselves of the existence of the securities, 
We have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit, In 
our opinion proper beoks of account have been kept by che Company, so far as appears from our examination of those books. = 

The above Balance Sheer and attached Profit and Loss Account are in agreement with the books of account and, in our opinion, and to the best of 
our infagmation and according to the explanations given to us, the Balance Sheet gives a true and fair view of the state of the Company’s affairs as at 
September 30th, 1954, and the Profit and Loss Account gives a true and fair view of the profit for the year ended on that date, 

GEO. MACKENZIE & CO, 
Charter House, Chartered Accountants (S.A.). 
Lusaka, Northern Rhodesia. Auditors. ` 
November tóta, 1954. - 
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Cheque Endorsements . 


Sir, — The letter in your issue of January 29th from 
Mr R. Sproull (Senior) raises two interesting points, 
the first of which is answered in your Weekly Note on 
the subject cn page 120 of the same issue. Mr 
Graham Page's Bill does not affect the negotiability 
of cheques but merely creates the fiction of an 


endorsement, where a cheque is paid direct into the ` 


payee’s bank account. E 

Mr Spfoull’s second point about descriptions in 
bank statements may constitute. an important 
objection to the more general use of bearer cheques 
as advocated in a letter from Mr J. R. W. Alexander 
in your issue of January rst. `. 

Yet another important point may be new to some 
of your readers. Under existing practice banks insist 
on order cheques being endorsed in blank before 
payment irito the payee’s account. If, after they have 
been so endo-sed, but before they reach the bank ` 
they are misappropriated, they have become in 
effect bearer cheques and the rightful owner has lost 
his protection, unless he has placed a special crossing 
on them. Mr Graham Page’s Bill would thus give 
increased protection to the payee of a cheque who 
lodges.it with his bank, but not in person. 

Yours faithfully, ` ` 
` . A H PROUD, : 
Director and Secretary, 
London, Wr. Bourne & HOLLINGSWORTH LTD. 


Staff Bonus Scheme 
Sir, — I refer to the letter by ‘R. EI in your issue of 
February 5th, entitled ‘Staff bonus scheme’. 
The present bonus scheme as outlined therein was-- 
obviously designed on the short-sighted assumption 
“that. the company would not change in size. The 
: company obviously has grown larger and is evidently, 
“still growing. As the company increases,.so does its 
staff, and the total basic salaries on which the bonus 
-is calculated. So also does the moderate basic gross. 
profit figure over and above which one would expect 
. bonuses to be paid. Here lies the weakness of the 
present scheme; there is no provision for increasing 
. (or reducing) this figure in proportion to the change of. 
size of the company. The result of considerable 
expansion must inevitably be that substantial bonuses 
-are payable, even though the gross profit compared 
to the size of the undertaking may be very moderate. 
Clearly the present scheme must be amended, 
and I suggest the amendment should take the form of 
‘relating the basic gross profit figure either to the. 
size of the company’s capital and reserves or, better ` 
‘still, as the aim of the scheme is efficiency, to the 
year’s turnover. It would also be necessary to vary 
the {1,000 figure mn the same proportion. In, this 
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-whether they proceed with. the purchase or not. 
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connection it is observed that, in effect, the present 
basic figure is £170,000, one-quarter of r per cent 
bonus being payable on each £1,000 gross profit in 


excess of this figure. Yours faithfully, 
R. N.S. 


Investigations for Purchase: Practical 
Considerations 


Sir, — The suggestions by ‘Bryland’ in your issue of 
January 22nd are contradictory in that on the one 
hand ‘he asserts the valuable points which an in-* 
vestigation reveals; and yet, on the other hand, he is 
resigned to give these to the client for what amounts 
to practically no remuneration. oe 

A practitioner who cannot justify a proper fee for - 
the time and skill devoted to an ‘investigation is not at 
all likely to be able to justify a fair fee for even 
annual work which follows from a-client acquiring a 
new business. U 

‘Bryland’ mentions that the time his investigations 
take has decreased with his years of experience. This, 
of course, is a common experience and should ‘be 
reflected in the higher rate of charge per hour: he 
would make for his services in later years compared | 
with, either his services in earlier years or a person of 
less experience. : ; i 

The insurable risks concerning losses from in- 
competence to which the accountant is exposed, 
reveal that investigations for purchase are the most 
onerous. It behoves accountants, therefore, to givqgə 
extra time and skill to framing their conclusions and 
the fee in each case should reflect these things. As a 
consequence, the standard rates of charges for investi- ` 
gation work aré frotn 50 to 100 per cent above the | 
simplest audit scale rates, and such 4 level of charges 
meets generally with automatic ‘approval of clients 


`w 


; Yours faithfully, 
London, WC2. R. SPROULL (Sen.), c.A. 

| Traders’ Credit System = 
Sır,- I am keenly interested in’ the payment of 
accounts by the ‘Traders’ Credit’ method. A company 
is required to submit to its bankers a list of accounts 
requiring payment, together with a cheque covering 
the total amount made out to the bankers. d 

So far as I am able to ascertain, a company em- 
ploying this method saves cheque poundage, whilst 
a receipt is not required from the payee., 

I wonder if any reader could enlighten me as to how « 
this matter reconciles with the Stamp Act, 1891, which 
includes bills of exchange not only in the general 
sense, but as follows: 


‘An order for the payment of money out of. a 
* 
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» particular fund which may or may not be available 
` or upon any condition or contingency which may 
or may not happen.’ 

Authority to employ the traders’ credit method 
must be obtained from one’s creditors, but I find it 
difficult to understand how this provides ground for 
stamp avoidance. 

Traders’ credit has much to commend it if one 
could be assured of overcoming all likely difficulties, 
and I shall be pleased for any advice anyone may care 
to offer on the subject. Yours faithfully, 


H. W. DALE. 


——an-c 


Examination Achievements 


Sir, — With reference to your paragraph in last 
week’s issue of The Accountant about an examination 
record, we should like to claim that we too had a 
modest success in these examinations. 

Articled clerks in this office have four times 
achieved the first place in either the Intermediate or 
the Final examination, and one of them succeeded in 
being first in both the Intermediate and the Final. 

Since the War, we have had the first place three 
times, and have only had one failure in the examina- 


tions. Yours faithfully, 
London, EC2. CRANE, CHRISTMAS & CO. 


Can Management be Audited ? 


Sir, — The article (January 22nd issue) under the 
above title does not delve deeply into the form of 
such an audit except to imply that its purpose would 
be to find a meaning and measure for management 
efficiency. 

‘The duties of a company’s management lie in three 

Bxdirections — to the shareholders, to the employees 
and to the public. Despite the fact that these duties 
are sometimes in conflict, management efficiency 
surely means the satisfactory discharge of all three, 
‘and the management audit should be framed to 
measure along these three lines the degree of efficiency 
attained. 

_ In its duties to the shareholders management 

, efficiency could be measured, 

(a) by the rate of profit earned judged in relation to 
capital employed, profit rates of similar under- 
takings, etc., and 

(6) by the provisions made to ensure the continuity 
of those profits—research, renewal of plant, 
maintenance of sales organization, staff training, 
adequate insurance, etc. 

For employees the study of pay rates, labour turnover, 
welfare, retirement provisions, safety precautions and 
morale would give an indication of management 
efficiency in this sector. Like efficiency, staff morale 

_ is a difficult matter to assess but it should be con- 

sidered as it is one of the most important factors in 
deciding on management efficiency. Inefficient 
management can seldom maintain high staff morale. 

The level of morale could be gauged by observation 

during the audit, the reading of joint productivity 
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council meetings’. minutes, discussions with trade 
union and other employees’ representatives. 

Management’s efficiency in its duty to the public 
can be judged by comparing the price and quality of 
the goods or services it sells with other similar 
goods or services; with predetermined standards for 
quality and price; with past performances. In 
addition management’s treatment of such items as 
security for creditors, public liability, etc., should be 
considered. 

Regarding the need for a management audit there 
would appear to be one in the case of a concern trading 
on specially privileged or artificial terms. Examples 
being: 

(a) A monopoly. 

(b) When monopolistic conditions exist — e.g where 

a concern by good fortune or other means is 
} well ahead of competitors in the marketing of a 
new product. - 

(c) Purchases or sales from or to an associated 

company at artificially fixed prices. 
Unless directly requested by management for a 
specific purpose it is doubtful if a management audit 
would bring much practical benefit to a company 
regularly earning a good rate of profit in a market 
free and competitive for its labour, purchases and 
products. Yours faithfully, 

Verona, Italy. G. T. GARDNER. 


Sir, — I was very interested in the article on manage- 
ment auditing by a chartered accountant and an econ- 
omist, which appeared in your issue of January 2and. 
I gained the impression (perhaps falsely) that both 
writers were optimists, who envisaged a management 
audit being run on fairly practical lines, within the 
near future. Surely it is not sufficient to revolutionize 
the auditing side, without first changing the form of 
the final accounts. The chicken cannot be safely 
guided across the modernized road if there is no 
Highway Code in operation for such roads. f 
What the accountant needs (if he is to make a 
useful contribution to the healthy running of ‘a 
business) is the stimulus to perfect a new concept of 
income. A concept which takes account of strictly 
economic considerations — the market position in all 
factors of production, the sales outlets, the rate of 
discount and changing price levels, etc. Accounting 
information based on such principles can indicate 
trends which will help the shareholder in the valua- 


tion of his investments as well as further the interests 


of management. 
In such an environment, a management audit 
would not sound like an intellectual obscurity. The 
value of such concepts as marginal utility and oppor- 
tunity cost would be revealed in a revised form of the 
Eighth Schedule of the Companies Act, 1984! A 
management audit would then follow automatically 
under the combined wisdom, perhaps, of a chaftered 
accountant, a professional valuer and an economist. 
E l Yours faithfully, Sc 
Ealing, London, W5. RICHARD D SEALL. 
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THE INSTITUTE 


~ ACCOUNTANTS IN ENGLAND AND WALE: 
| ` MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, 
February 2nd, 1955, at the Hall of the Institute, 
Moorgate Place, London, EC2, there were present: 

Mr D. V. House, President, in’ the chair; Messrs H. 
Garton Ash, 0.B.E., M.c., W. L. Barrows, Sir Harold Barton, 
Mr T. A. Hamilton Baynes, Sir Bernhard Binder, Messrs 
J. Blakey, C. W.- Boyce, c.B.zE., W. G. Campbell, P. E. 
Carpenter, J. Clayton, S. W. Cornwell, E. C. Corton, 
A. 8. H. Dicker, M.p.z., W. W. Fea, G. R. Freeman, P. F. 
Granger, Sir Harold Howitt, G.B.E., p.s.o., M.C., Sir Russell 
Kettle, Messrs W. H. Lawson, C.B.E, 4 R. B. Leech, M.B.E. A 
T.D., R. McNeil, C. U. Peat, m.c., P. M. Rees, m.c., P. V 
Roberts, L. W. Robson, Sir Thomas Robson, M.B.E., Messrs 
G. F. Saunders, Gilbert D. Shepherd, M.B.8£., K. G. Shuttle- 
worth, B. Smallpeice, C. M. Strachan, op. Es, E. D. Taylor, 
GL. C, Touche, E. Gordon Turner, M.C., A D. Walker, 
Sir N. E. Waterhouse, K.B.E., Messrs M. Wheatley Jones, 
E. F. G. Whinney, R. P. Winter, M.C., T.D., with the 
Secretary and ‘Assistant Secretaries, 


Sir Russell Kettle, F.C.A. 
The Council received with profound ‘regret the 
resignation of Sir Russell Kettle, r.c.a., from member- 
ship of the Council. Sir Russell had been a member of 
the Council since 1940 and was President in the 
year 1949-30. 


Examination Kesis: November 1954 


The Examination Committee reported the results of 
the examinations in November 1954, as follows: 





Passed Fatled Total 

Preliminary Së £ 43 ' 94 137 
Intermediate 484 ` 517 1,001 
Final 421 472 893 
948 1,083 2,031 


=E cine 


The following prizes and certificates of merit were 
awarded: 
Preliminary 
First in Order of Merit and the Institute Prize. 
G. 5. Morfey, Banstead. 
Deloitte Prize for the year 1954 
P. J. Mercer, East Malling. 
(May 1954 Preliminary Examination} 


Intermediate 
First Certificate of Merit, the Institute Prize, the Frederick 
Whinney Prize and the Plender Prizes Jor the Book-keeping 
and Accounts (Executorship) and the Taxation and Cost 
Accounting Papers 
E. C. Meade (A. W. Sarson), London. 
Second Certificate of Merit and the Stephens Prize - 
R. M. Scarles (F. G. Baker), London. 
Third Certificate of Merit, the Tom Walton Prize and the 
Plender Prize for the Book-keeping and Accounts (Partner- 


ship) paper 
G. P. Bartlett (G. S. Elliott), Godalming. 


Fourth Certificate of Merit and the Flight-Lieutenant Dudley 
Hewitt, : , Prize 
K. A. Farr. (H. D Collins), GER 
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OF CHARTERED . 


Fifth Certificate of Merit 
D. Kendall (S. R. Herrick), Leicester. 
M. G. Varah (G. W. Roberts), Bradford. 
Seventh Certificate of Merit 
B. K: H. Rogers (C. W. Smee), London. 
Eighth Certificate of Merit 
I. G. Booth (J. K. Dick), London. 
Ninth Certificate of Merit 
M. R. Read (W. H. Arden), Manchester. 
Tenth Certificate of Merit ™ 
_G. J. Dorman (E. H. Brandt), London. 
Eleventh Certificate of Merit 
A. M. Gammage (D. H. Collier), London. 
Twelfth Certificate of Merit and the Plender Prize for the 
Auditing paper 
J. K. Lister (B. Asquith), Leeds. 
Twelfth Certificate of Merit 
B. Waddington (T. S. Rawlinson), Bradford. 
Fourteenth Certificate of Merit and the Plender Prize for the 
. General Commercial Knowledge paper 
R. S. de Garam (A. F. Norman), London. 
Fourteenth Certificate of Merit 
D. Berry (J. H. Cooke), King’s Lynn. 
: Sixteenth Certificate af Merit 
A. P. Palmier (R. W. L. Clench), London. 


Plender Prize for the Book-keeping and Accounts (Limited 
Companies) paper 
B. J. Jackson (R. W. West), London. | 
l Ba 
Final 
First Certificate of Merit, the Institute Prize, the W. B. Peat 
Medal and Prize and the Plender Prizes for the Taxation e 
English Law Ta IT) papers ` 
J. R. Baker (D. C. Cann), London. 
Second Certificate of Merit, the Walter Knox Scholarship, 
the William Quilter Prize and the Plender Prizes for the 
Advanced Accounting (Part I), the Auditing and the General 
Financial Knowledge and Cost Accounting papers 
D. J. N. Tschaikowsky (D. D. Kidson), London. 
Third Certificate of Merit 
T. C. Davis (C. E. B. M. Smith), Plymouth. 
Fourth Certificate of Merit 
R. R. Williams (G. B. Elphick), Chester. 
Fifth Certificate of Merit 
G. Phillips (C. Fenton), London. 
Sixth Certificate af Merit 
P. G. Gibson (E. E. Newbald), London. 
The Plender Prize for the English Law (Part I) paper 
R. A. Bailey (B. M. Frazer), Liverpool. 
The Frederick Whinney Prize and the Plender Prize for the 
Advanced Accounting (Part IT) paper 
B. O. Chilver (D. J. Ginnings), London. 
O. C. Railton Prize for the year 1954 
P. W. Barrows (London). 
K. P. Bhargava (Manchester). 
(May 1954 Final Examination.) scales 


The P. D. Leake Trust 


The Council approved for publication the accounts of 


the P. D. Leake Trust for the year. to October 31st, 
1954, a report on the administration. of. the. trust, and: a 
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report of the P. D. Leake Committee. A booklet 
containing these reports and accounts may be obtained, 
without charge, on application to the offices of the 
Institute by any interested person. (It is expected that 
copies will be available by the end of February 1955.) 


Exemption from the Preliminary Examination 


Three applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Reduction in Period of Service under Articles 


Four applications under bye-law 61 for a reduction 
in the period of service under articles were acceded to 
and one application was not acceded to. 


Exemption from the Intermediate Examination 


‘Twenty-three applications under bye-law 85 (a) for 
exemption from the Intermediate examination by 
‘articled clerks who had produced evidence of having 
graduated by taking one of the degree courses approved 
by the Council under bye-law 62 were acceded to. 

One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to 
and three applications were not acceded to. 


Certificates of Practice etc. 
It was resolved: 


(r) That certificates of practice be issued to the 
following forty-one associates who have commenced 
to practise: 

Anderson, James Stewart Brodie; 1933, A.C.A.; (Thomson, 
, Kingdon & Co), Callard House, 74a Regent Street, 

London, WI. 

Archer, Christopher William; 1937, A.C.A.; (de Paula, 

Turner, Lake & Co), 17 Coleman Street, London, EC2. 
Baker, John Derek; 1954, A.C.A.; Excelsior Buildings, 

61 Bridge Street, Walsall. 

Banks, Cyril Thomas Neal; 1951, A.C.A.; (Rowland Hall & 

Co), 44-46 Orsett Road, Grays, Essex. 

Channing, Edgar Norman; 1922, A.C.A.; (Bryden, Channing 

& Co), 36 East Street, Bridport, Dorset. 

avasse, Graham; 1947, A.C.A.; (Southerns & Carter), 

14 Lichfield Street, Wolverhampton. 

Clements, Wreford Sidney Petvin; 1926, A.C.A.; Rose- 
merrin, Coastguard Road, Budleigh Salterton, Devon. 
Coker, Bryan Sydney; 1953, A.C.A.; (Rowland Hall & Co). 

44-46 Orsett Road, Grays, Essex. 

Coleman, Ernest William; 1950, A.C.A.; (Knox, Cropper & 

Ca), Spencer House, South Place, London, EC2. 
Crowder, George Malcolm Cunningham; 1938, A.C.A.; 

- (Blease & Sons), Clifford’s Inn, London, EC4, and at 

Liverpool. f 
Dyer, Stanley; rgso, A.C.A.; (Selbey, Dyer & Co), 6 Bedford 

Row, London, WC:. 

Fraser, Robert James; 1947, A.C.A.; (Edwards & Co), ro 

George Street West, Luton, ` ` 
Glass, Duncan Robertson, M.A.; 1930, A.C.A.; (D. R. Glass 

& Co), 40-42 George Street, London, Wrs > > 
Green, Leslie; 1953, A.C.A.; (*H. Green & Co), 115 Moor- 
_ gate, London, EC2. | 
Harding, Gilbert Ernest Frank, B.A.; 1954, A.C.A.; (E. M. 

Owen & Co), 11-13 Victoria Street, Liverpool, 2. 
Haywood, Oliver Pilling; 1954, A.C.A.; (Harper, Pilling & 

Co), 25 Acresfield, Bolton. ` 
Hewitt, Edgar; 1954, A.C.A.; (Newman Ogle & Donald), 

Callard House, 744 Regent Street, London, WI. 
Holland, John; 1935, A.C.A.; (J. Needham & Co), 3 York 

Street, Manchester, 2. 

Hoole, James Stanley; 1947, A.C.A.; (Franklin, Greening & 
. Co), Imperial Chambers, Norfolk Row, Sheffield, 1. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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How, Denis John; 1949, A.C.A.; 29 Store Street, London, 


WCI. 
Jones, Alfred Ewart Redwood; 1953, A.C.A.; (A. Jones & 
Co), 25 Station Road, Willesden Junction, London, 


IO. 

Keays, Douglas Louis Frederick; 1954, A.C.A.; 68 Old 
Ruislip Road, Greenford, Middlesex. 

Kevehazi, Ernest Michael; 1954, A.C.A.; 27 Gurney Drive, 
Hampstead Garden Suburb, London, Nz. 


King, Frederic; 1939, A.C.A.; (Fuller, Wise, Fisher & Co), 

>. 55-61 Moorgate, London, ECz2. 

14. Leadenhall Street, London, EC3. 

Mannington (Miss) Marjorie; 1932, A.C.A.; (Sydenham, 
Street, London, EC4. 

Meeson, Anthony; 1952, A.C.A.; (*Meeson, Makinson & 

Moon, Michael Scott; 1952, A.C.A.; (Blease & Sons), 223 
India Buildings, Water Street, Liverpool, 2, and at 

Packington, Raymond Edwin; 1951, A.C.A.; (R. E. Packing- 

ton & Co), 12 Landport Terrace, Southsea, Hants. 
Co), 55-61 Moorgate, London, ECz. 
Pullan, Brian Scott; 1949, A.C.A.; (Smith & Garton), 
eeds, I. 

Resting, Leslie Olaf; 1952, 

Roberts, Brian Alfred; 1953, A.C.A.; (B. Roberts & Co), 
37 Salisbury Hall Gardens, Chingford, London, E4. 
Low Fell, Gateshead, 9. 

Scott, Arnold George Warham; 1950, A.C.A.; (Sydenham, 
Street, London, EC4. f , 

Sheppard, Matthew; 1949, A.C.A.; (Franklin, Greening & 

Sowman, William; 1950, A.C.A.; (A. C. Palmer & Co), 
Court Chambers, Friar Lane, Leicester. 

Preen & Co) and (Arthur D. Saward & Co), 17 Basinghall 
Street, London, EC2; also at Birmingham, Bristol, 
(Newland & Co). 

Verity, Alan; 1954, A.C.A.; (R. Verity & Son), Ocean Cham- 

Whiteley, Raymond Harry; 1953, A.C.A.; (Harvey Preen & 
Co), 20-21 Orchard Street, Bristol, 1, and at Birmingham 

(Arthur D. Saward & -Co), and, Stratford op Avon, 
(Newland & Co). 

223 India Buildings, Water Street, Liverpool, 2, and at 
London. =>. tae a 

under clause 6 of the supplemental Charter (bye- law 31). 
(3) That. two associates be elected to’ fellowship 
(4) That one associate be elected to fellowship under 

clauses’ 6. and at of the supplemental Charter (bye- 


Lewis, Eric Bowes; 1949, A.C.A.; (Everett, Chettle & Co), 
Snowden, Nicholson & Co), 27 Martin Lane, Cannon 
Co), 64, George Street, Richmond, Surrey. 

London, 
Pratley, Leonard James; 1948, A.C.A.; (Fuller, Wise, Fisher 
-2 Park Row, Leed 
A.C.A.; 39 Charles Street, 
Cardiff. 

Robertson, Thomas; 1952, A.C.A.; 6 Derwent Gardens, 
Snowden, Nicholson & Co), 27 Martin Lane, Cannon 
Co), Imperial Chambers, Norfolk Row, Sheffield, 1. 

Springbett, James Sydney Linom; 1951, A.C.A.; (Harvey 
Yeovil, (Harvey Preen & Co) and Stratford on Avon, 
bers, Lowgate, Hull. 
and Yeovil; also at London, (Harvey Preen & Co), and 

Woodyer, Alan Raymond; 1951, A.C.A.; (Blease & Sons), 
(2) That forty-four associates be gen to fellowship 

under clause 9 of the supplemental Charter (bye-law 37). 

law 31). 


(ei That one applicant be admitted as an associate 
under clause 9 of the supplemental Charter (bye- 
law 36). 

A list of those who complete their fellowship or 
membership before February 15th will appear in The 
Accountant of February roth. ` - eooo 


Registration of Articles ° 
The Secretary reported that 114 articles of clerkship 
were registered during the month of January 1955, 
as compared with 98 in the previous January. 
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-- ` Reversion. ; 


The Secretary reported that Mr Alwyn Laing Harland, 
F.C.A., Stockton-on-Tees, had reverted to associateship 
under clause 7 of the supplemental Charter. 


‘Resignation 
The Secretary reported the resignation of: 


Brigadier Ivan Pringle Brickman, C.B., C.B.E., A.C.A., 
Meliden. 
' Mr James Alan Bousfield Hamilton, A.C.A., Appleby. 
» Philip Howorth, A.C.A., Liverpool. 
»» James Arthur Partington, A.C.A., Worsley. 
» Gerald Vyvyan Pearse, M.B.E., M.C., B.A., F.C.A., 
London. 
„ John Malcolm Russell, A.c.a., Rustington. 
» Herbert Hilson Wightman, A.C.A., Manchester. 
» William Delanoy Wing, A.C.A., Sheffield. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 


Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 
hearing held on January sth, 1955. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that 
George Thomas William Richards, A.C.A., (a) was 
on August 24th, 1954, at a Magistrates’ Court, 
convicted as liquidator of a limited company on two 
charges of failing to call a general meeting of the 
said company; (b) had been guilty of acts or defaults 
discreditable to a member of the Institute within 
the meaning of clause 21, sub-clause (3) of the 
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‘Mr George Stanley Bailey, a.c.a., Cambridge. 
„» Lawrence Millward -Bland, A.C.A., London. 
» Henry Edward Colesworthy, F.c.a., Guildford. 
» John Leopold Daniell, a.c.a., London. 
», Edgar Louis Dussek, A.C.A., London. 
„ Ralph Marven Everett, F.c.a., London. 
» Geoffrey Foden, F.C.A., Manchester. 
» Frank Edward Gallimore, A.C.A., Cape Town. 
», raul Goldsmith, A.C.A. , London. 
» Ronald Birdseye Gray, 0.B.5., F.C.A., Brixham. 
s John Stanley Grundy, A.C.A., Khartoum. 
„» Harold Stretton Hill, a.c.a., Birmingham. 
» Edwin Brewitt Jacques ,A.c.a., Keighley. 
vn Charles Edward Kelham, F.c.a., London. 
vn Harry Douglas Leather, F.c.a., Ilkley. 
», Edward Francis Lermit, F.c.a., Northwood. 
»» Walter Morris Lowick, F.c.a., Bristol. 
» Walter Henry Palethorpe, F.c.a., London. 
» Harry Claude Palmer, F.c.a., Northampton. 
», Edgar Russell, a.c.a., Harrow-on-the-Hill. P 
» Claude Leigh Sixsmith, A.C.A., London. i: 
» Eric William Stephenson, F.c.a., London. 
» Arthur Leslie Vellacott, F.c.a., London. 
» jack Vincent, A.c.A., Hindhead. 
vn Reginald Whitehead, F.c.a., London. 


supplemental Royal Charter in that he failed to reply 
to four letters from the Secretary of the Institute, 
so as to render himself liable to exclusion or suspen- 
sion from membership of the Institute. The Com- 
mittee found that the formal complaint against 
George Thomas William Richards, A.C.A., had been _.. 
proved under both headings and the Committee 
decided that George Thomas William Richards, | 
A.C.A., Of eg Henry Road, West Bridgford, Notting- 4 
ham, be reprimanded. = 


OF CHARTERED 


ACCOUNTANTS IN IRELAND 
SPECIAL MEETING OF THE COUNCIL = 


A special meeting of the Council of The Institute of 
Chartered Accountants in Ireland was held in Dublin 
on January 13th. 

Attendance 


The President, Mr Patrick Butler, F.c.a., was in the 
chair, and there were also present Messrs F. Cleland, 
Vice-President, H. E A. Addy, A. E. Dawson, G. F. 
Klinger, R. E. McClure, H. Trevor Montgomery, 
J. Walker and D. McC. Watson; with Mr Wm. E. 
Crawford, Secretary and Mr H. Stevenson, Joint 
Secretary, in attendance. 

Apologies for absence were submitted on behalf of 
Messrs W. H. Fitzsimons, R. P. F. Olden and P. J. 
Purtidl. i 

Associate-in-Practice 


Mr John Robinson Loughead, A.C.A., Belfast, was 
admitted to practice. : 


Membership 


The following successful candidates at the Final 
examination in November 1954 applied for and were 
admitted to membership as Associates-not-in-Practice. 


Sylvester Patrick Boland (Dublin); Michael Joseph Clancy 
(Dublin); George William Coleman (Dublin); Gabriel 
Thomas Conlon (London); Denys Eamonn Connolly 
(Dublin); Denis Hubert Connolly (Dublin); Charles 
Edward Connor (Ballina); Michael Derrik Corbett 
(Athenry); George John Crawford (Belfast); John Frame 
Darcy (Greystones, Co. Wicklow); James Doolan (Dublin); 
Patrick Bernard Doyle (Dublin); Patrick Paschal Anthony 
Egan (Dublin); Brian Alexander Elliott (Belfast); Thomas 
Vincent Finn (Dublin); Cuthbert J. A. FitzPatrick (Newry); 
Patrick Francis Gallagher (Dublin); Andrew Gerard 
Galligan (Cavan); Andrew Stafford Brennan Geddis 
(Belfast); Patrick Grealy (Oranmore, Co. Galway); John 
Francis Hughes (Dublin); Raymond David Hallam 
Johnston (Dublin); Patrick Kavanagh (Dublin); Stanley 
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Laurence Little (Belfast); William Eric ‘Lowry (Belfast); 
“Shn McKeown (Milford, Co. Armagh); Hazel McMillan 
(Belfast); Michael Morris (London); Denis Anthony 
Murphy (Dublin); Fergus: Weston O’Donnell (Strabane, 
Co. Tyrone}; Maurice Edmond O’Kelly (Dublin); Denald 
Henry Poole (Skibbereen, Co. Cork); Trevor Ernest 
Alexander Thompson (Bangor, Co. Down); Desmond 
Edwin Turvey (Dublin). 


Death 
The death of Mr Michael J. McGinley, A.C.A., 


Newcastle, Co. Wicklow, in June last was reported and 
noted with regret. 


Resignation from Council 


The resignation of Mr Wilfred H. Fitzsimons, F.c.A., 
Belfast, from the Council was accepted with the 
greatest regret and the following resolution, proposed 
"by the President and seconded by the Vice-President, 
was passed unanimously and recorded in the Minutes: 

“The members of the Council of the Institute of 


Chartered Accountants in Ireland accept with the 
greatest regret the resignation of Mr Wilfred H. Fitz- 
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simons, F:C:A., from the Council following his recent 
illness. EE e H ge 
` “They wish to record their appreciation of his many, 
services to the Institute both as a member of the Council 
` sincé 1938 and as President during the years 1947-48 
and 1948-49. . Set Se 
‘The wide experience and sound judgment of Mr 
Fitzsimons in matters affecting the Institute and the 
profession generally will -be greatly missed by his 
colleagues; to whom he has so much endeared himself 
by his genial and kindly disposition.’ 


Copy Original Bye-laws Presented to the 
Institute 


The Secretary was instructed to convey to Mr 
Fitzsimons the Council’s appreciation of his generosity 
in presenting to the Institute a copy of the original 
Bye-laws of the Institute bound in limp leather 
embossed in gold with the name of his father Mr 
William Fitzsimons, who, as one of the subscribers 
to the Petition for the Royal Charter in 1888, was a 
founder-member of the Institute, a member of its 
first Council—on which he served for thirty years until 
his death in 1918—and who was President in 1913-14. 


NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 


ASSOCIATE ELECTED TO FELLOWSHIP 


We are informed by the Secretary of the Institute 
that the list, published in our issue of January 
22nd, 1955, should have included the following 
election to fellowship at the Council meeting on 
January 5th, 1955: 

Crooke, John Wallace Edwards; 1933, A.c.a.; (Wallace 
Crooke & Co), 14 Temple Street, Birmingham, 2. 


Personal 


Messrs RoYcE, PEELING, GREEN & Co, Chartered 
Accountants, of 18 Lloyd Street, Manchester, 2, 
announce that Mr STANLEY HIGHAM, A.C.A., and Mr 
G. D Norris, A.C.A., both of whom have been 
associated with the firm for a number of years, have 
‘been admitted as partners as from February rst, 1955. 
_ Messrs Lawrence Marks & Co, Chartered 
Accountants, of Sylvia House, 273 Whitechapel Road, 
London, Ex, announce that, as from February st, 
they have amalgamated their practice with that of 
Messrs SYDNEY Levy & Co, Chartered Accountants, 
of the same address. In future the practice will be 
carried on under the style of bevy, LAWRENCE & Co. 

Messrs SypNEy Levy & Co, Chartered Account- 
ants, of Sylvia House, 273 Whitechapel Road, 
London, Er, announce that, as from February Ist, 
they have amalgamated their practice with that of 
Messrs LAWRENCE MARKS & Co, Chartered Account- 
ants, of the same address. In future the practice will 
be oe on under the style of Levy, LAWRENCE 
& Co. 

Messrs NoRMAN & WHITEHEAD, Chartered Ac- 
countants, of 146A Queen Victoria Street, London, 

SS 


EC4, announce with regret the death of Mr REGINALD 
WHITEHEAD, F.C.A. The practice will be continued by 
the surviving partners, Messrs H. NORMAN, F.C.A., 
H. WEBBER, F.c.A., and C. M. Luckx-HILLE, F.c.a., 
under the same firm name. 


Professional Note 


Sir Stanford Cooper, F.c.A., has relinquished his 
executive position as vice-chairman of the Ford. 
Motor Co Ltd, as from January 31st, upon reaching. 
retirement age; he will, however, remain on the board. 
Sir Stanford, who was knighted in 1945, was the 
company’s first secretary, an appointment he held 
until 1939, when he joined the board, becoming a 
managing director in 1941 and vice-chairman in 
1948. Altogether he has spent thirty-five years with 
the company. 
Obituary 
Harry CLAUDE PALMER, F.C.A. 

We have learned with regret of the death on January 
28th, at the age of seventy-three, of Mr Harry Claude 
Palmer, F.C.A. 

Mr Palmer was admitted an Associate of the 
Institute in 1904. when he became a partner in the 
firm of A. C. Palmer & Co, of Northampton, which 
had been founded by his father. He was senior partner 
in the firm from 1933 until his retirement in 1946. 

He was elected a Fellow of the Institute in 1923 
and in 1942 he became the first Northampton 
member to be elected President of the Leicestershire 
and Northamptonshire Society of Chartered Ac- 
countants. ew 

Outside the profession his main interests were in 
rugby football. He was captain of Northampton 
Rugby Football Club in roo6 and later became 
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president. He was also president of the East Midlands 
Rugby Union in 1933-34 in which year they won 
the county championship. ` 

On his retirement from practice, Mr Palmer took 
an active interest as director of a number of local 
companies, 

In Parliament 
BANKS: CASHING ARRANGEMENT 
Mr PAGE asked the Chancellor of the Exchequer to 
now withdraw his department’s request to bankers 
not to cash, for their customers, cheques drawn upon 
other bankers. 

Mr H. Brooke: I do not think it advisable to 
withdraw this request. I am not sure whether my hon. 
friend realizes that the present practice is of real 
value in countering tax evasion. 


Hansard, Feb. 3rd, 1955. Written Answers. Col. 134. 


Post OFFICE SAVINGS: TAX 


Sir W. WAKEFIELD asked the Chancellor of the 
Exchequer for how many years back tax is being 
demanded on interest on Post Office savings; why 
compound interest is charged in some cases and not 
in others; and the authority for the charging of 
compound interest. 

Mr H Brooke: The amount which the Inland 
Revenue can recover in respect of bank interest 
omitted from a taxpayer’s return depends on the 
facts of each case. In cases where the omission can be 
regarded as an innocent oversight, the amount 
claimed is the actual tax unpaid for six years back, 
without interest. In other cases, statutory penalties 
will have been incurred, and in appropriate circum- 
stances it is the practice to require payment of so 
much of the penalties as will recoup the full loss 
which has been suffered by the Exchequer; that is, 
all the tax plus compound interest thereon. ! 

‘Sir W: WAKEFIELD: Is my hon. friend aware that 
domestic difficulties ‘are caused by these inquiries, 
and that very often a wife has put aside certain 
savings in the Post Office Savings Bank which she has 
not disclosed to her husband? The result is that he 
has not included the: interest on them in his return, 
but he is now required to disclose them. Is not it 
possible’ for Post: Office savings, within’a certain 
limit, to be exempted from tax? ` ie & 
` Mr Brooke: I recognize that sometimes there may 
be ‘difficulties. ‘These inquiries have sometimes 
brought fo notice holdings in the Post Office Savings 
Bank which the persons entitled to them did not even 
know about. CS : 


Hansard, Feb. 3rd, 1955. Oral Answers. Cols. 1269-70. 


INCOME TAX: EXPENSES ALLOWANCES ` 


Sim A. Bossom asked the Chancellor of the Ex- 
chequer if he will give consideration to arranging 
that the expenses allowances of directors and senior 
exeoutives of firms should be dealt with by Schedule 
D Inspectors for income tax purposes, so that they zan 
be considered at the same time as the company 
accounts of the firms concerned. 
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Mr H. Brooke: Such arrangements are not always y 
practicable, but it is the aim of the Board of Inland 
Revenue that important cases shall, so far as possible, 
be dealt with by specially experienced officers. 


| 
Hansard. Feb. 4th, 1955. Written Answers. Col. 161. | 


Double Taxation: U.S.A. 


The supplementary protocol to the Double Taxation ` 
Convention with the United States of America was 
ratified on January 19th and has now been published: 
as the Schedule to an Order in Council numbered 
S.I. 1955 No. 162. The object of the amendment— 
made by the protocol is to allow the Convention to 
be extended, with modifications, to colonial territories. 


War Damage Payments e 
THE ComMIssION’s WORK IN 1954 | 


The War Damage Commission paid out £32 million 
during 1954, compared with £38 million in 1953 and 
£57 million in 1952. The average weekly rate of 
payments in the last quarter of 1954 was £576,000. 

The Commission paid 38,000 ‘cost of works’ 
claims for repairs during the year and made 10,000 - 
payments on account or as instalments. The amount 
involved was £27 million, of which about Zo million 
was for the repair and rebuilding of houses. 

Other principal items were: commercial buildings, _ 
£5} million; factories, £44 million; churches, £3 
million; shops, £2} million. The average individual 
payment during 1954 was £700, compared with {500 
in 1953 and {410 in 1952; while value payments : 
amounted to £5 million, of which £1 million related 
to houses. f 

Greater London’s share of the £32 million total ` 
was {19 million. Í 

Total war damage payments by the Commission 
now amount to £1,147 million in 4,650,000 separate 
payments. Contributions by property owners during 
and after the war amounted to nearly {£200 million. 

The following details of amounts paid by the 
Commission up to the. end of.1954 in the cases of 
certain non-commercial buildings are of interest: - 

St Paul’s Cathedral has received £98,000; Guildhall, 8 
£211,000; Inner Temple £412,000; Middle Temple 
£104,000; Gray’s Inn £447,000; University College, London, 
£426,000; The Old Bailey, £181,000; The Cathedral, 


Manchester £89,000; Llandaff Cathedral, Cardiff, £85,000; 
and Canterbury Cathedral £40,000. > ` .. 


Revenue Paper: Hilary Sittings — 
Court OF APPEAL Se 


The following cases are down for hearing in the Court 
of Appeal: - 


C.L.R. o. Tate & Lyle. 

CIR v. Butterley Co Ltd. ! 

Owen (Inspector of T'axes) v. Southern Railway of Peru Ltd. ” 
C.LR. v. Dadswell (D.B.C.) , 

Severn (Inspector of Taxes) v. Dadswell (D.B.C.) 

F. A, Gahan (Inspector of Taxes) v. Chloride Batteries Ltd, 
Heelex Investments Ltd v. C.LR. : 
CIR v. Transport Economy Ltd. i 


| February) 12th,-1955 


` Hisu Court ` 


The following cases are down for hearing in the High 

Court: 

Captain John Macdonald-Buchanan v. CIR. 

Mrs C. M. Lewellin (Inspector of Taxes) vw. Firestone 
Tyre and Rubber Co Ltd. 

Firestone Tyre and Rubber Co Ltd fas agents for Firestone 
Tire and Rubber Company of Akron in the United 
States of America v. Mrs C. M. Lewellin (Inspector of 
Taxes). (Cross appeal.) 

J.R. v. The Royal Naval and Royal Marine Officers 


Association, 
C. A: Yarrow (Inspector of Taxes) v. Robert William 


Beszant. ar 
dee apne (Inspector of Taxes) v. John Sumner 
tea 
C.1.R. v. Parkhouse Collieries Ltd. 
Jessie de Prado Mackay (widow) v. J. H. Gate (Inspector 
of Taxes). 
“McLellan Rawson & Co Ltd v. W. A. Newall (Inspector 
. of Taxes). 
C.LR. v. John H. Clarke, 
CIR v. Alfred Howe. 
S. W. Penny (Inspector of Taxes) v. E. A. Whiteley. 


London and District Society of 
Chartered Accountants 


At a meeting of the London and District Society of 
‘Chartered Accountants to be held next Tuesday, at 
6 p.m., in the Oak Hall of the Institute, Mr G. W. R. 
Morley, Solicitor, will speak on “Law and procedure 
at company meetings of directors or members’, 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 

Society will be held during next ‘week: 

Monday, 5.30 p.m.: Lecture, ‘Management accounting’, by 
Mr Jj. Sandford Smith, A.C.A., F.C.W.A. Chairman: 
Mr Hugh T. Nicholson, F.C.A. 

nesday, 5.30 p.m.: Debate on the motion “That American 
ideas, being infectious, should be avoided like the 


plague’. 
Friday, 5.I5 p.m.: Introductory course lectures on (1) ‘A 
summary of taxation’; (2) “The law on sale of goods’. 


Burnley Branch Chartered Accountants’ 
Society 


“The š seventh annual general meeting of the Burnley 
Branch Chartered Accountants’ Ee which is a 
sub-branch of the North Lancashire Branch of the 
Manchester Society of Chartered Accountants, was 
held at The Empress Hotel, Burnley, on February 4th. 

Mr W. Barton Parkinson, A.C.A., was elected 
chairman and the committee was reappointed en bloc, 
Mr T. Thornton, A.C.A., of George Pedley & Co, 
8 Ormerod Street, Burnley, accepting the appoint- 
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ment of honorary secretary for a’ further twelve 
months. ` 

At the dinner which followed, the guests included 
Mr Guy Waterworth, F.c.a., President of the Man- 
chester Society, Mr H. Sutherst, F.C.A., and Mr 


J. Howard Bell, B.A., F.C.A.; Mr A. Bleazard, F.C.A., 


chairman of the North Lancashire Branch Society, 
was also present. 


Blackpool and Fylde Branch Chartered 
Accountants’ Society 


The sixth annual general meeting of the Blackpool 
and Fylde Branch Chartered Accountants’ Society 
was held at The Palatine Hotel, Blackpool, on 
January 31st, under the chairmanship of Mr C. 
Brooke, F.C.A. 

The Society’s EE now numbers fifty- 
seven, a small decrease on the previous year’s 
figure, mainly owing to members leaving the district. 
Monthly luncheon meetings were held at The 
Palatine Hotel on the first Monday of each month 
and proved the most successful of the Society’s 


activities, while the annual dinner, held on November. 


29th, was also a successful and enjoyable occasion. 
It was reported that the Students’ Society was one of 
the strongest in the North Lancashire Branch of the 
Manchester Society and had now commenced to hold 
monthly luncheon meetings. 

Mr Ivor G. Aspinall, J.P., F.c.a., has been invited 
to continue in office as president of the Society for a 
further year, and the following officers and committee 
have been appointed for the year 1955-56: 
` Messrs J. Blane, A. Bleazard, G. A. Box, C. Brooke, 
J. C. Bryan, B. G. Counsell, F. C. Darwell, J. S. Darwell, 
H. Denner, A. T. Mather, E. A. Nickson, F. S. Nickson, 
M. S. Owen, J. S. Walker, W. G. Wearden and J. D. 
Eckersley, Hon.. Secretary. Mr J. S. Walker was re- 
appointed Auditor. 

At the subsequent committee meeting, it was resolved 
that Mr Edward Rawcliffe, F.C.A., should be invited to be 
Chairman of the Society for the year 1955-56. 


Chartered Accountants’ Hockey Club 


The annual match between members and articled 
clerks was held on the grounds of the Purley Cricket 
Club on February 2nd, and resulted in a win for the 
members by 7 goals to r. 

LR Inglis, at inside left, was in scoring form and 


obtained 6 of the members’ goals. R. G. Purnell- 


scored the 7th with an excellent ‘one-handed’ effort. 
M. J. Fowler replied for the articled clerks. 
The teams were as follows: 


Members: N. Holland, R. G. Brown (Captain), R. E 
Wray, E. G. Moore, I. Liddington, C. E. G. White, E. H. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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PaL C. Skeffington, D. A. Tripp, I. R. Inglis, R. G. 
urnell, 
Articled Clerks: M. L. Pecker, C. H. Fieth (Captain), 


R. M. Breakell, J. S. L. Bewers, A. T. Jones, D. R. Fyson, 


J. M. Dann, M. J. Fowler, B. C. Bingham, S. K. Chatterjea, 
W. L. Mascarenhas. 


Annotated Tax Cases 


Part 8 of Volume XXXIII of the Annotated Tax 
Cases, edited by Mr Roy Borneman, Q.c., is published 
today and contains reports, with notes on the 
judgments, of the following cases: In re Hall (C.A.); 
Poole v. Stow Bardolph Gravel Co Lid (C.A.); 
Heelex Investments Ltd v. CIR (Ch.D.); Bambridge 
v. C.I. R. (C.A.); Stevens v. Britten (C.A.); Stratford - 
on-Avon Picture House Company Ltd v. C.LR. 
(C.A.); Moorhouse v. Dooland (C.A.), Harry Ferguson 
(Motors) Lid o CIR. (C.A. (N.1)). 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
EC2. 


Office Management Association 
GLASGOW AND WEST oF SCOTLAND BRANCH 


The Glasgow and West of Scotland Branch of the 
Office Management Association is again this year 
organizing a spring conference for executives with 
office management responsibilities on the lines of the 
successful conference held last year. The conference, 
which will take place on April 15th, 16th and 17th at 
The Skelmorlie Hydro Hotel, Firth of Clyde. 

The subject chosen for the conference is ‘Office 
conditions and remuneration’, and the conference 
speaker will be Mr O. W. Standingford, F.LIA., 
¥.O.M.A., financial controller of John D. Francis Ltd, 
of Liverpool. 

Delegates will assemble on Friday evening, April 
‘15th, and the opening function will be the conference 
dinner, when the guest speaker will be Mr H. 
Cowan-Douglas,. C.A., chairman of Glenfield & 
Kennedy Ltd. 

Further information may be oblained from the 
‘conference secretary, Mr H A. McGeorge, opp. 
iGlenpatrick Carpet Works, Elderslie, Renfrewshire. 


Welfare in a Large Family Firm- . 

At a meeting of the Royal Society of Arts to be held 
‘on February .16th at 2.30 p.m., a paper entitled 
` ‘Welfare in a large family firm’ will be read by the 
Hon. H. A.’ Cozens-Hardy, J.P., D.L., a managing 
director of Pilkington Brothers Ltd. Sir Harold West, 
C.I.MECH.E., F.I.I.A., J.P., will preside. 

` Readers wishing to attend are asked to apply for 
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tickets to the Secretary, Royal Society of Arty 
John Adam Street, Adelphi, London, WCa. `? 


. 


Incorrect Tax Returns: Penalties 


In Mr Whitworth’s article on the above subject in 
our last issue, the reference in the final paragraph to 
‘Section 29’ should of course have been to Section 49. | 


SEVENTY-FIVE YEARS AGO 
From The Accountant oF FEBRUARY 14TH, 1880 


Extract from leading article entitled 
A Cashier’s Defalcations 


The trial of William Coath, the late cashier of the | 
Patent Shaft and Axletree Company, was concluded 
last week. As the case has been frequently mentioned" 
in these columns, it seems only fitting that its close 
should be noted by a few remarks. The story of this 
man’s defalcations bears in one respect a great | 
similarity to other fraudulent episodes, viz. in the 
blind confidence placed by employers in a servant | 
exposed, as frequently happens, to considerable | 
temptation. In the case of Coath this confidence was | 
of an almost ludicrous character, as evidenced by the 
confessions of directors, who regarded him as “an 
angel” in point- of trustworthiness, and accepted 
implicitly the flimsiest possible explanations as to the | 
extravagant manner in which their cashier was 
living. The effect of this trust, and of the lack of any 
audit at all worthy the name—was a large monetary 
deficiency. And it is scarcely possible to hold the 
managers as free from blame in the matter, because 
it is clear from the revelations since made, that the 
exercise of a little more ordinary prudence and the 
employment of an expert professional auditor would : 
have scotched the mischief before it had reached a 
extensive proportions. It appeared, moreover, atti, 
trial that these defalcations had been facilitated by 
the peculiar mode of doing business adopted by the | 
company—a system which caused Mr. Justice 
Bowen to make some strong condemnatory remarks. 
It appears admittedly to have been ‘the practice to 
give inspectors and others sent down by purchasers™ 
considerable sums of money, which were designated 
“commissions.” His Lordship declined to use any 
such euphonious term in regard to them, but on the 
contrary designated them bribes, and affirmed that in 
his opinion the system was a fraud. At any rate, it is 
clear that these frequent payments of {50 and {100, 
which could not be openly shown to the world, served 
Coath very well in the system of jugglery and decep- 
tion which he adopted in regard to the accounts. .. . 
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REPAIRS, RENTS - AND 
INCOME TAX 


T is perhaps not too soon to take stock of the position since 
È II of the Housing Repairs and Rents Act, 1954, came into 

operation nearly six months ago. It provides for rent increases 
of rent-controlled houses where the landlord has spent a defined 
minimum amount on repairs and the house is in good repair. 
In general, the landlord must have spent a sum equal to three times 
the statutory repairs deduction for rating, and he must have spent 
it in the twelve months shortly preceding his serving notice of 
increase in rent. Alternatively, he could serve notice of increase 
in the first four months of the operation of the Act if he could 
show that in a continuous period of three years out of the four 
years preceding the notice, repairs had been carried out to a 
value not less than six times the statutory repairs deduction. The 
maximum increase in rent is twice the statutory repairs deduction, 
with a maximum total rent of twice the gross value for rating. 

It was pointed out officially when the new legislation was 
introduced that income tax would have to be paid on any increase 
of rent but that maintenance relief could be claimed. What was not 
pointed out was that for maintenance relief the landlord is obliged 
to average his repairs expenditure over the five years preceding the 
year of claim, so-that any relief in respect of expenditure made to 
obtain an increase in rent must be spread over the subsequent 
five years. Tax on the increased rent is payable at once. 

This snag has had a considerable damping effect on the .en- 
thusiasm of landlords to rehabilitate Property. It has to be borne 
in mind that once the rent increase is.secured, it does not go on 
being payable without further. effort on the part of the landlord. 
He must go on keeping the house in good repair, and also go on 
waiting for his maintenance relief. 


The National Federation of Property Owners has conducted a 


survey through its 180 affiliated associations and its associate 
members to ascertain whether owners are in fact making use of 
Part II of the 1954 Act, or proposing to make use of it. The 
response has shown, according to the Federation, that the con- 
ditions imposed by the Act are too severe, and that owners are 
particularly discouraged by the income tax on the rent increase. 
The Federation says that the maintenance claim procedure 
gives little help; in most cases after obtaining a rent increase in 
respect of repairs, claiming maintenance relief, and spending the 
rent increase on repairs the owner will find his net income to be 
less than if he had not claimed the increased rent. É 
These observations of the Federation are contained in a memor- 
andum addressed to the Chancellor of the Exchequer early this 
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month. The memorandum is accompanied be 
two schedules setting out the financial re- 
percussions of the new Act and of income tax 
in what the Federation considers to be a typical 
case. The figures show that if the increase of 
rent is entirely spent on repairs, it will not be 
until the sixth year of the increase that the owner 
will again be in the position of paying tax only on 
the actual income received. 

The Federation asks that this year’s Finance 
Act should 
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(a) provide relief from tax on repairs increase 
which is spent on the property; and 


(b) amend the law relating to maintenance 
relief to remedy the anomaly referred to. 


We have more than once advocated that the 
whole of Schedule A could well be replaced by a 
system of taxing rents under Schedule D, under 
which repairs expenditure would be allowed as 
incurred. The five-year average basis has pues 
its usefulness. 


CUSTOMS AND EXCISE REPORT 


HE year 1953-54 was Coronation year 
and Coronation runs like a thread through 


the report of the Commissioners of - 


Customs and Excise, People drank more, smoked 
more, bought more television sets and furniture, 
and generally loosened their purse strings in a 
way which usually occurs only at Christmas time. 
Notwithstanding very considerable reductions in 
all purchase-tax rates which came into force in 
April 1953, the Customs and Excise revenue for 
1953-54. was higher than in any previous year, 
the net receipts amounting to £1,773 million 
compared with {£1,764 million in the preceding 
year. Of course the Coronation was contempor- 
aneous with the continued economic recovery 
from the depression of 1951-52, and therefore with 
a considerable increase in public purchasing power. 

Perhaps the most remarkable thing about any 
Customs and Excise report of recent years is the 
gigantic yield from the tobacco duty, which in a 
sense is a purely voluntary tax. The receipts for 
1953-54 were over £627 million and comprised 
over 35 per cent of total Customs and Excise 
Revenue for the year. Clearances from bond 
increased in the year by more than four million 
pounds to nearly 224 million pounds. Apart from 
Coronation and Christmas, there was a marked 
increase in consumption during the 1953 summer 
holiday period. 

The quantity of spirits which bore duty in 1953- 
54 was 10°64 million proof gallons, against 10°22 
in the preceding year, the yield of duty rising 
from £103:4 million to {107-4 million. The 
report observes that this increase was to a large 
exterft attributable to extra consumption to 
celebrate the Coronation, although the consump- 
1 H.M.S.O. Cmd. 9358. 75 net, 


tion for the rest of the year also showed an ` 
increase. 

Supplies of whisky for the home market 
continued to improve and consumption reached 
over four million proof gallons for the first time 
since 1947. Arrangements for restricting supplies 
were discontinued at the end of 1953. The United 
States took over seven million proof gallons of 
Scotch, and Canada took nearly a million 
gallons. Another five million gallons were ex- 
ported to other countries. 

The next most popular spirit in the United 
Kingdom is gin, with a consumption of three and a 
half million gallons. Rum accounts for 1-2 
million gallons, and other imported spirits for 
one million gallons. 

Beer follows tobacco as an excellent produces 
of revenue in a reasonably painless fashion. The 
total yield was over £255 million. There was à 
slight fall in consumption which is now running 
at a little over twenty-four million barrels of 
thirty-six gallons each. The concession made to 
brewers by Section 2 of the Finance Act, 1953, 
deferring for up to twelve months the payment 
of duty on high gravity beers which have to be 
matured, has cost only £200,000 in the first full 
year, and of course in subsequent years is un- 
likely to cost anything beyond interest on that sum. 

Consumption of wine exceeded ten million 
gallons for the first time since the end of the 
Second World War; here again the Coronation 
provided a stimulus. The total revenue increased 
from {16-2 million in 1952-53 to £17°7 million. 
The part played by British wine is considerable. 
Rather more than £3 million was paid on 
four and a half million gallons, of which about 
86 per cent consisted of still light wine. 
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CONTRIBUTED 


The popularity of lunch voucher schemes continues to grow. In this article, our 
contributor explains the mechanics of starting one and suggests a simple method 
of control which involves the minimum of clerical work. 


' NEW development in the everyday routine 
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vouchers into vouchers of 2s and 6d. Similarly, 
3s vouchers may be divided into one for 2s and 
one for 1s. This tends to give the user greater 
flexibility in day-to-day purchasing power. Res- 
taurants do not give change for the unused por- 
tion of vouchers although waitresses seem to be 
able to convert them into hard cash for their 
own tips. 


of many offices, professional and com- 
mercial, in recent years has been the 
introduction of what is commonly known as 
‘the lunch voucher scheme’. The reason for its 

i emergence — just after the last war — was simply 
j that which has inspired so many other social 
= improvisations of our time, namely, the difficulty 


experienced by the individual wage-earner in 
paying daily out-of-pocket expenses, inflated by 
the high cost of living, out of his net income, 
deflated by high taxation. The continued patron- 
age of works’ canteens — established on a large 
scale during the last war to encourage communal 
feeding as a means of saving food and fuel- 
where meals may be obtained much more cheaply 
than in commercial restaurants of corresponding 
quality, is another outcome of the same problem. 
In each case, the cost (of the lunch voucher 


a 


scheme) or the trading loss (on the canteen) may 
be charged as an expense against the employer’s 
taxable profits. This principle of paying tax-free 
wages in the form of meals has been fully 
accepted by the Inland Revenue. 


Starting the Scheme 


When a lunch voucher scheme is being insti- 
tuted, it is not obligatory to notify the relevant 
Inspector of 'T'axes beforehand but it is considered 
an act of courtesy to do so. The first practical 
point to be considered thereafter is fixing the 
denomination of the daily voucher. This is a 
matter, of course, for the management to decide 
but it must be a reasonable amount. The next 
question is in what form and numbers the 
vouchers should be issued. ‘The form of the docu- 
ment is quite straightforward. It is a small 
rectangular piece of paper, imprinted with a 
sequence number, the name and address of the 
firm, the words ‘Lunch Voucher’, the face value 
and a space for the signature of the user. Some 
firms require that the date should be added when 
the voucher is signed and that they should have 
printed on them the inscription ‘Not Negotiable’ 
but these precautions seem to have little prac- 
tical use. Again, each voucher may be for the full 
value of the daily allowance or they may be 
divided. For example, some firms ‘split’ 2s 6d 


Mode of Issue of Vouchers 


The number of vouchers to be issued to each 
member of the staff at any one time is important. 
The most convenient ‘cycle’, for reasons ex- 
plained below, is usually one calendar month in 
which case vouchers should be given out in bound 
booklets, each containing a supply for twenty- 
four days. The unit of twenty-four is selected 
because the maximum number of working days, 
excluding Saturdays, in any month is twenty- 
three, and twenty-four is the nearest convenient 
multiple number. A fresh booklet should be 
issued to each person on the first working day of 
each calendar month. This arrangement is useful 
for control purposes as restaurants usually like 
to render their bills monthly. It is also more con- 
venient for the person issuing the vouchers to 
have this duty restricted to normally one day 
each month. 

When a new book is issued all tickets remaining 
in the old book should be returned. They should 
be signed by the person handing them in and 
marked with some such code word as ‘unused’, 
‘sickness’, ‘holidays’ or ‘out of town’ to indicate 
the: reason for their return. The word ‘unused’ 
refers to those tickets issued each month in excess 
of the actual number of working days. It may be 
thought wasteful to give out vouchers which are 
certain to be returned but the extra printing cost 
is trifling, and recording and control are made 
much simpler by issuing a standard number 
each month. 


Debatable Points 


Invariably, a number of debatable points arise 
in connection with this aspect of the scheme. 
One is the case of clerks in a professional office 
working in a district where no restaurant is 
authorized to accept their lunch vouchers. In 
these circumstances, it is often understood that 
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they may cash the appropriate number of 
vouchers with the office cashier on their return. 
This arrangement, however, is not strictly in 
accordance with the idea of the scheme and the 
practice should be restricted to a minimum. An 
equally delicate problem is the case where, say, 
a client pays for the clerk’s lunch which other- 
wise would have been paid for, to the extent of 
his voucher, by the firm. The employer usually 
maintains on these occasions that the scheme has 
been devised to ensure that the clerk has a lunch 
each day and that if he is the guest of someone 
else he should return his voucher. The clerk, for 
his part, argues that he regards the benefits 
derived from the scheme as an integral part of 
his emoluments and that, if he does not need a 
voucher on one particular day, he is entitled to 
use two another day as long as the kindly client 
is not, in effect, charged twice and the firm is 
none the poorer. Some offices try to counter this 
contingency by stipulating that only one voucher 
may be used each day but this is a stricture im- 
possible to enforce if the employee elects to evade 
or ignore it. As points like these, trivial though 
they appear, may cause considerable misunder- 
standing, it is as well at the inception of the 
scheme to define its exact intention. 

It is usually advantageous to have a limited 
fund of tickets called, perhaps, ‘the emergency 
pool’, held by the person in charge of the scheme. 
These normally are given out for immediate use. 
An issue might be made, for example, to a 
member of the staff leaving the firm’s service 
early in the calendar month when the issue of a 
full book of tickets would not be justified. 


Choice of Restaurants. 


Arrangements have to be made beforehand with 
the restaurants at which it is decided the vouchers 
should be used. It is good diplomacy to ‘sound’ 
representative members of the staff first of all 
in order to find out their eating habitats so 
that the choice available will be sufficiently 
comprehensive to suit (nearly) everyone. At the 
same time, it should be ascertained, as far as 
possible, that all the places put on the list will 
be reasonably well patronized so as to avoid a 
large number of small bills being rendered each 
month. The extent to which contracts with 
restaurant proprietors have to be defined depends 
on the tone of the catering establishment and 
varies from the formal printed agreement to a 
casual telephone call. Generally, an exchange of 
letters is desirable and it should be verified when 
doing so that bills will be rendered after the end 
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of each month. Some restaurants ask that “speci- 
men’ vouchers should be submitted. "These 
should be taken from ‘the emergency pool’ and 
the numbers noted. The vouchers substantiating 
the incoming bills are always attached thereto 
and should be cancelled with a special stamp to 
avoid the risk of them being used again. For 
possible future identification purposes, they 
should also be marked in such a way as to show 
which restaurant has sent them in. 

All vouchers issued (except ‘specimens’) should 
eventually return to base either via the restaurants 
or from the staff. Every ticket, therefore, should 
ultimately be accounted for by reconstituting 
them in numerical order. This, in itself, forms a 
check but it is advisable to keep certain records 
in addition, the aim of which is to impose a 
reasonable overall control and to ensure, at the 
same time, that the information is available if a 
detailed scrutiny has to be made — all this without 
making too much of a job of the clerical work. 


£ 
Overall Control 


First of all, each member of the staff should 
make a monthly statement of vouchers received, 
used and returned. This may conveniently be ` 
incorporated in the individual time-sheets or 
diaries. Then the person in charge of the issue 
of the vouchers should keep four simple ‘accounts’. 
The first of these is an issue record. In it the 
months of the year from January to December 
are noted horizontally at the top of the sheet. 
Down the left-hand side are listed the names ¥ 
the staff receiving books of vouchers. The firsts, 
number in each book is entered opposite the 
name of the person receiving -it and under the 
appropriate month. The last name on the list is 
‘the emergency pool’. By totting up the number 
of books handed out for, say, January and multi- ` 
plying by twenty-four, the total number .of~ 
vouchers issued for that month is readily 
obtained. 

The second record is the transactions on “the 
emergency pool’. Normally there should be a 
balance on this account if the pool is replenished 
as required. The third record is of the monthly 
returns and is obtained by aggregating the 
returns shown on the individual records kept by 
the staff or, alternatively, by .counting the 
vouchers handed back. The fourth and last 
record is the control account. To complete his . 
information for this, the person keeping it must 
obtain from the cashier a list of the payments to 
restaurants and, possibly, to staff for each month 
(the February payments being in respect of 
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vouchers used in January, and so on) from which 
can easily be calculated the number of vouchers 
used. He then makes up his control account. For 
the first month, the total issues (obtained from 
the issues record) less vouchers paid (from the 
cashier’s list), vouchers cancelled (from the 
returns record) and vouchers given out as 
‘specimens’ will give a balance which, when the 
number of vouchers held in ‘the emergency pool’ 
is deducted, represents the vouchers held by the 
staf but not yet presented, Succeeding reconcilia- 
tions start off with this, or the corresponding, 
balance brought forward from the preceding 


THE ACCOUNTANT 


205 


month. In theory, there should be no balance, 
but for a variety of innocent. reasons easy to 
envisage there are always some members of the 
staff with a small cachet in hand at the end of 
any one period. 

The above system enables a complete record 
of the transactions with restaurants or members 
of the staff to be extracted for any period with 
the minimum of effort. It is seldom, if ever, 
necessary to do so but it is always a contingency 
for which the administration should be pre- 
pared and if an inquiry is called for then the 
complete evidence is available. 


CREDIT INSURANCE- 


by W. G. J. SMEED, 
Director, Industrial and Mercantile Credit Insurance Ltd 


journal on the question of credit insurance 

focuses upon a subject which is calling for 
clear thought from those engaged in the practical 
eccnomics of running a successful business in the 
teeth of competitive trading conditions. Whilst 
most people are vaguely aware that it is possible 
to insure against bad debt losses, misconceptions 
as to principle and application continue to leave 
large question marks behind the words Why? 
Hew? and To what extent? 


(ES? correspondence published in this 


Purpose of Credit Insurance 


l... main purpose behind all forms of credit 
Insurance is to protect working capital tied up at 
any one time in ‘sundry debtors’ to whom goods — 
or services—have been sold on credit terms. 
Consequently, a key to the entire subject can be 
found in the average figure outstanding in sundry 
debtors at any one time and the breakdown of 
this figure in relation to the number of customers 
over which it is spread. 

In whatever trade a company is engaged, an 
outstanding of {100,000 at any one time would 
obviously be less vulnerable to serious losses if 
spread over some 2,000 customers, each taking 
£50 at any one time, as against five customers 
taking {20,000 each. There is virtually no need 
for credit insurance in the first case, owing to the 
seli-insuring spread, whilst in the second case the 
need is self-evident, and the problem is merely to 
. : provide it at an economic cost. 

Amid these two extremes lie the multitude of 
cases that go to make up the general run of 
' potential credit insurance policy-holders. . . . 
i Companies whose business is spread over indi- 


vidual customers taking anywhere between {50 
each up to {10,000 plus each, where the spread 
is neither self-insuring nor overpowering and 
where the contingency of the failure of a customer 
is ever present and can be accurately assessed 
against a known premium in any one year. In 
trading conditions where capital is as limited as 
the call for longer credit is unlimited, such 
potential policy-holders might well consider the 
following lines of thought before rejecting applied 
credit insurance on the simple comparison of past 
losses with future premiums. 


Credit Sales 


Credit sales are, in effect, short-term investments 
in one’s customers, which comprise a goodly 
block of working capital. To this capital is 
attached the profit margin by which it is hoped 
to reward the shareholder whose money was put 
into the enterprise that made the investment 


possible in the first place. If the customer pays 


his invoice on the due date, the cycle is complete 
according to costing; if he pays late, the cycle 1s 
extended but still intact; if he fails, it is broken 
and a capital loss ensues. Credit insurance reim- 
burses approximately 80 per cent of this loss 
within thirty days of the debt being admitted to 
rank against the insolvent estate. 


Credit Control 
Credit control plays a part in protecting such 
‘investments’. Someone in the organization will 
have the job of ‘controlling’ the limit of credit 
each customer gets and the time he is allcwed to 
keep it. New customers will be vetted by methods 
ranging from a look at their balance sheet to a 


Ki 
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look at their faces; established customers will be 
ignoréd until they appear on the black list of slow 
payers; slow payers will be spoken to harshly 
with due regard to the size of their account and 
the need to maintain turnover. 

` Whatever the system comprises, and however 
well it operates, it can only be concerned with 
assessing the credit worthiness of a customer 
before goods are delivered and endeavouring to 
justify the assessment as and when the due date is 
reached. ‘There can be no control of what happens 
to the affairs of the customers between the time 
delivery is made and payment has been received, 


particularly when this period can run into months ` 


Thus, the success of the credit control system is 


dictated not so much by its own efficiency, as by’ 


the general conditions of the trade within which 
it operates. 


Bad Debt Reserves 


Bad debt reserves — honest-to-goodness ones 
which can look a Tax Inspector straight in the 
eye — hard cash reserved from profits after taxa- 
tion, invested in gilt-edged securities and held 
ready to meet the very contingency under dis- 
cussion. 

Are not such reserves merely a cupboard in 
which a credit control system can place its little 
skeletons from time to time? With taxation at its 
present level, is not the cupboard an expensive 
item to erect, even though its construction takes 
place over a period of years? One bad year might 
easily overpopulate it. 


Credit Insurance 


Credit insurance tends to reinforce the credit 
control system at a point where it ceases to control 
any longer. Policies guarantee repayment within 
a specified period in respect of slow payers; at 
the same time, they carry ancillary services by 
way of credit information, supervision and collec- 
tion which, by the very ramifications of the credit 
insurance market itself, can outclass any single 
system of credit control. The underwriters con- 
cerned are in a position to see any account 
through the affairs of a score of suppliers in 
varying trades and varying stages of commitment. 
Credit controllers see it through the affairs of 
their own company — and possibly through those 
of a friend in the trade as well. 


Cost of a Credit Insurance Policy 


The cost of a credit insurance policy is usually a 
small fraction of 1 per cent of the total turnover 
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of credit sales or on the balances outstanding on z 


individual customers at any one time. It finally 
depends on the number of customers the policy 
covers, the average credit period they take and a 
general assessment of the financial status of the 
larger customers involved. The more customers 
the policy covers, the more comprehensive it 
becomes and the nearer it gets to what is ultim- 
ately an unassailable bad debt reserve. 

A known premium in any one year will 
reimburse approximately 80 per cent of each and 
every loss which occurs because of the sudden 
failure of a well-established customer, or because 
an overseas government has imposed restrictions 
under which companies within its territory are 
unable to meet obligations to their suppliers. 


No Interference with 
Running of Business 
In conclusion, a word may be said about an 


aspect of credit insurance which seems to cause 
considerable misgiving to a potential policy- 


[ 


holder; the extent to which credit insurance ~ 


underwriters are likely to interfere with the 
everyday running of his business. 

There is no interference, and this statement is 
confirmed by the fact that sales in excess of 
£1,500 million were secured by credit insurance 
last year. It is unlikely that these figures would 
be reached if credit insurance meant inter- 
ference. 

In recent times, the very nature of the under- 
writing market has produced a handful of com- 
panies who specialize in the task of giving each 
individual inquiry the highly individual attention 
it requires. 

At the present time, the problem is to give 
intelligent advice to a prospective policy-holder as 
to the degree of cover that need be applied and 


? 


present the facts in the most favourable light to ~ ` 


the underwriting market; in the event of a policy 
being issued, to ensure that its cost is more than 
offset by an increase of secured turnover which 


can stem from the full utilization of the facilities. 


with which each policy is endowed. 

This problem can only be faced if the individual 
nature of each policy is recognized to the full by 
specialists trained to appreciate that bad debt 
losses and increased turnover are strictly related 
to the size of the business with which they are 
concerned. 

Furthermore credit insurance is not a com- 
parison of past losses with present premiums but 
of present premiums with possible losses during 
the next five years. 
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OCCUPATION FOR THE PURPOSE OF 
SCHEDULE A 


POSITION OF EMPLOYER AND EMPLOYEE 
by T. J. SOPHIAN 


it is levied in the first instance, subject to 
certain exceptions which need not be 
corsidered for the present, on the occupier. It is 
the person who actually has the beneficial use of 
the property who is to be regarded as the 
‘occupier’ for this purpose. As was pointed out in 


LTHOUGH Schedule A is a property tax, 


— Joly v. Pinhoe Nurseries Lid (15 ATC 273; 


20 T.C. 271), occupation is a question of fact, 
and it is necessary to determine who is the 
occupier in the sense that he has the beneficial 
use of the land from day to day and from moment 
to moment. 

The question of occupation may be considered 
from several angles. The one chosen for the pur- 
pose of this article relates principally to the 
position of employer and employee, where the 
employer owns the property, and the employee 
resides thereon. In such a case does the employer 
occupy through his servant-or is there an 
independent occupation by the servant? In the 
former case the employer would, notwithstanding, 
be the occupier; in the latter, the employee. ` 

The cases of Tennant v. Smith ([1892], A.C. 
150; 3 T.C. 158), Russell v. Town and County 
Bank ((1888), 13 A.C. 418), Reed. v. Cattermole 
(16 A.T.C. 35; 21 T.C. 35), and CIR v. Miller 


(9 A.T.C. 73; rs T.C. 25), may be regarded as 


among the leading cases on the point. 


Agent of Bank: Tennant v. Smith 
In Tennant v. Smith, the facts were as follows: 


~—Under the legislation then in force, a person whose - 


total income from all sources was less than £400 
was entitled: to relief from the duty on £120 of 
such income. The appellant claimed relief under 
the above section on the ground that his income 
was less than £400. It appeared that he was 
agent for a bank, and was bound as part of his 
duty to occupy the bank house as custodier of 
the whole premises belonging to the bank, and 
also for the transaction of any special bank 
business after bank hours. He was not entitled 
to sublet the bank house or to use it for other 
than bank business, and, in the event of his 
ceasing to hold his office, he was under the 
obligation to quit the premises forthwith. It was 
held,.-reversing the decision of the Court of 


Session (18 Court of Sess. Cas. 4th Series 
(Rettie), 428), that in estimating the appellant’s 
total income from all sources, the yearly value of 
his privilege of free residence in the bank 
premises could not be brought into account. 
The agent, it was pointed out, could not be 
regarded as the occupier, because he occupied 
the residential portion as the servant of the bank, 
and for the purpose of the performance of the 
duty which he owed to the bank as his employer. 
In other words he was required to live on the 
premises as part of the terms of his employment. 
The position of the manager in this case was 
basically no different from that of a caretaker 
who is required to live on his master’s premises 
instead of somewhere else in an independent 
residence of his own. Thus Lord Watson said 
({1892], A.C. at page 158): | 
“The appellant is not a proprietor, neither is he 
an occupier within the meaning of Schedule B. 
The bank are the only occupiers, being, as Lord 
Herschell said in Russell v. Town and County Bank, 
“in the same position as if that portion of their 
bank premises were used in any other way in the 
strictest sense for the purposes of the bank and the 
business of the bank”. The appellant does, no 
doubt, reside in the building, but he does so as the 
servant of the bank and for the purpose of perform- 
ing the duty. which. he ‘owes to his employers. His 
position does not differ in any respect from that of 
a caretaker or other servant the nature of whose 
employment requires that he shall live m his 
master’s dwelling-house or business premises 
instead of occupying a separate residence of his 
own. The legislature has made elaborate provision 
for ascertaining the yearly value of lands, tenements, 
hereditaments, and heritages assessable under 
Schedule A, and also the yearly value of occupation 
falling under.Schedule B; but there is no machinery 
to be found in any of the income tax statutes for 
arriving at the annual value of residence as 
distinguished from such occupation.’ 


Benefit of Occupation whether a ‘Perquisite’ 
or ‘Emolument’ 

It is to be observed that in the above case the 

appellant had a yearly salary of £300, chargeable 

under Schedule E, and income from two other 

sources amounting to 74, charged under 

Schedule D, so that his income without the 
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addition of the monetary value of his occupation, 
amounted to £374 and within the limit of £400. 
The surveyor, however, sought to add a further 
{£50 as representing the yearly value to the 
appellant of his privilege of residence in the 
bank buildings, on which basis the appellant 
could not have claimed the relief. 

The House of Lords, however, held that the 


advantage of occupation of the premises rent 


free could not be regarded as coming within 
any of the words in Schedule E, such’ as 
‘perquisites’, “profits’, or ‘emoluments’, though 
in this connection the provisions of Chapter II of 
Part VI of the Income Tax Act, 1952 (Sections 
160-168), which are aimed at the avoidance of 
tax by arrangements between employers and 
employees with regard to certain classes of bene- 
fits in kind including the provision of living 
accommodation, must now be borne in mind. 
The observations of Lord Halsbury in Tennant v. 


Smith with regard to “perquisites’ is of interest. 
‘Thus, he said ([1892] A.C. 150, at pages 155 and 


156): 

‘Now I agree . . . that what Mr Tennant is to be 
assessed upon must be assessed under Schedule E, 
and I agree with the criticisms which he applies 
to the words within which, if at all, this advantage 
of occupying a house rent free must be brought, 
and none of the words, either “perquisites”, 
“profits”, or “emoluments”, are properly applic- 
able, inasmuch as by the rule in which those 
words are used.or explained, the word “payable” as 
applied to them renders it to my mind quite 
impossible to suppose that the mere occupation of 
a house is reconcilable-with the just application of 
that word. I come to the conclusion that the Act 
refers to money payments made to the person who 
receives them, though, of course, I do not deny 

. that if substantial things of money value were 
capable of being turned into money they might for 
that purpose represent money’s wort and. therefore 
be taxable.’ 


Deduction Bom Profits of Value of Rent-free 


Accommodation of Employee 
In Russell v. Town and County Bank (supra) the 


respondents, a banking company, carried on their 


business in buildings which contained accom- 
modation occupied as a dwelling-house by the 
manager or resident agent. It was held, affirming 
the judgment of the Court of Session as the 
Court of Exchequer, Scotland (14 Court of Sess, 
Cas., 4th Series, 528), that the respondents were 
entitled to- deduct from’ their profits before 
returning them-for assessment under Schedule D, 
the- annual value of the whole bank premises, 
including the part occupied by the manager.’ 
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The ground of this decision appears to have — 


been that the portion used as a residence by the 

manager was as much used for the purpose of the 

business of the bank as the rest of the premises. 
Thus Lord Herschell said (at page 426): 


‘If, therefore, the whole of these bank premises 
had been used for the business purposes of the 
bank without anyone dwelling in them, it is quite 
clear that the entire annual value would have 
fallen to be deducted. But it is said that inasmuch 
as the manager of the bank dwells in a part of those 
premises, that deduction is not to be made. Now, 
apart from the provision with regard to a dwelling- 
house, to which I will advert in a moment, I 
cannot see any foundation for such a contention. 
The portion of the bank in which the manager ~ 
resides is as much used for the purposes of the 
business of the bank, so far as appears upon the 
facts stated in this case, as if it were used in any 
other way. He resides there for the purposes of the 
bank — the bank receive nothing for his residing 
there. The bank are in precisely the same position 
as if that portion of their bank premises were used 
in any other way in the strictest sense for the 
purposes of the bank and the business of the bank. 
Therefore, I do not see any reason why, if Sr 
annual value of the premises belonging to the 
used for the purposes of their business has to bé, 
deducted, any deduction should be made from that 
amount on account of the fact that the manager of 
the bank, for the purposes of the business, or as 
part of his emolument (it seems to me not to 

_ matter which), occupics a portion of the bank 
premises.’ 


Rent-free Occupation by Beneficiary 
under will 
Tennant v. Smith was distinguished by the House 
of Lords in CIR v. Miller, which, however, 
was not a case of employer and employee, but of 
a beneficiary under a will occupying a mansion 
house rent free. In this case a testator had by his 
trust disposition and settlement directed his 
trustees to hold and retain his lands and estates 


at M. and to pay all duties and burdens and 


the cost of repair and maintenance and, in the 
event of his death without issue, to allow his wife 


‘to occupy and possess during her lifetime free of 
rent or taxes both landlord’s and tenant’s 


the mansion house of M. with the offices and 
furniture and other effects therein and the game 
on his estates. The testator having died without 
issue, his widow, under the terms of the trust, 
occupied the mansion house and lands at M. 
during the year ending April 5th, 1920. 

On. an appeal by her against an additional 


te gee 


April ‘eth, ` 1921: , op a sum representing (a) the 
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annual value of the mansion house and lands; 
and (b) certain payments by the trustees for 
rates and wages, the Commissioners upheld the 
additional assessment, but their determination 
was reversed by the First Division of the Court 
of Session as the Court of Exchequer in Scotland. 
It was held, however, by the House of Lords, 
that as occupier in her own right of the mansion 
house and lands the widow was rightly assessed 
on the annual value of her free enjoyment as 


ww being income liable to super tax, The House 


further held that the liability of the occupier to 
super tax was not to be determined by the 
question .whether. she had power to let or other- 
wise to convert the annual value into money. 

The House, in this case, approved the decision 
in Shanks v. CLLR. (7 A.T.C. 456; 14 T.C. 249), 
and disapproved, inter alia, the case of Wemyss 
(3 A.T.C. 412; 8 T.C. 551) in so far as it decided 
that the settlement trustees were the true owners 
and occupiers since the respondent had no 
power to sublet. 

Lord Buckmaster (o A.T.C. at page 232), after 
referring to Tennant v. Smith, and stating that 
that case in no way governed the case then before 
the House went on to say: 


“It is at least useful to keep in mind that Lord 
Macnaghten distinctly stated that income in the 
Income Tax Acts certainly means more than 
income properly so described; it includes more than 
profits and gains chargeable under the last three 
schedules of charge, it includes the annual value of 
property chargeable under Schedule A and the 
annual value of the occupation chargeable under 
Schedule B; while, finally, the case shows that 
there is no distinction whatever between the 
meaning of income fcr the purposes of abatement 
and that for purposes of taxation-a matter of 
some importance since liability to super tax is 
determined with reference to claims for abatement.’ 


Rent-free Occupation by Minister 


The principles of Tennant v. Smith were applied 
in the case of Reed v. Cattermole, in which case 
Miuller’s case was at the same time distinguished. 

In Reed o Cattermole, a minister of the 
Methodist Church, appointed minister of a 
circuit containing nine churches, resided in a 
manse provided, furnished, decorated and re- 
paired by the Church, his employers. It was a 
requirement of his appointment that he should 
reside in the manse for the better performance of 
his duties, and he was not allowed to sublet it or 


make any profit from-his occupation. 


Schedule A tax, rates and water rate in respect 


of the manse were paid on his behalf by the 
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church. It was held that the amount of such tax 
and rates did not form part of the emoluments 
of his office in respect of which he could be 
taxed under Schedule E, as his occupation of 
the manse was representative and not beneficial. 
In referring to Tennant v. Smith, Lord Wright 
said in his judgment (16 A.T.C. at page 39): 


‘I think the principles laid down there apply to 
this case. It is perfectly true that in that case the 
dwelling in which the bank agent lived was a part 
of the bank premises, but I do not regard that as 
in any sense essential to the determination of this 
issue. The question is whether the dwelling-house 
in this case is being used for the purposes of the 

` Methodist Church, and whether the respondent 
lives in it for the purpose of performing his duty 
which he owes to the Church. I do not find that the 

° question that the premises so dwelt in are part of 
the larger premises belonging to the employer, if 
I may so call him, has ever been emphasized as an 
essential feature of the matter. It was not so 
emphasized in this case. It is mentioned as part of 
the actual facts, but I have not found it referred to 
as essential in any other case which has been 
cited to me and I do not know of any such case, 
so I do not think it is of the essence of the matter 
at all. If you take as an analogy the case of coach- 
men, or chauffeurs, or gardeners, where cottages 
are provided within the close or curtilage of the 
employer, it can equally happen that the employer 
provides a cottage outside his close or curtilage, 
but in a position convenient to him for the per- 
formance by his servant of the duties for which he 
is employed. ... In this particular case it is obvious 
that the area which the ministrations of the 

` respondent have to cover extends over a con- 
siderable sphere. There are a great number of 
churches which he has to serve, and no doubt the 
members of the circuit whose spiritual welfare he 
has to look after are spread over a considerable 
distance in space, and the house chosen no doubt 
as being conveniently placed’ for the purposes of 
the circuit.’ 


It is true that in most of the above cases the 
question directly in issue was whether the person 
actually residing was taxable under Schedule. E 


.in respect of the value of the residence to him, 


but it would appear that if the value of the resi- 
dence is not to be treated as any part of the 
income of the resident, the resident cannot be 
regarded as being the occupier for the purpose 
of Schedule A. 

As already . pointed. out, the provisions of 


Sections 160 et seq. of the Income Tax Act, 1952, 


replacing Sections-38 et seg. of the Finanee Act, 
1948, have now a bearing on the tax position, 
where living accommodation or certain, other 
perches in kind are provided. Sa r 


- 
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SOME COMPARISONS 
by A. W. SARSON, F.C.A. 
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Introduction 


HERE never was a student yet who did not 
regard this as a disagreeable and difficult 
subject. Disagreeable, because it is largely 
concerned with insolvency, the thought of which is 
always uncomfortable, and. difficult, because the 
people who drew up the rules, which we have to learn, 


seem sometimes to have gone out ; 


of their way to invent as many 
snags as possible. 

Indeed, the whole subject is 
sometimes looked upon as a 
slightly less reputable branch of 
the accountancy profession than, 
say, auditing. None the less, it 
was on a main foundation of 
trusteeships, liquidations and 
receiverships that the Institute 
was originally built. One reads 
in the Royal Charter of 1880: 


“The profession of public 
accountants in England is a 
numerous one and their func- 
tions are of great and increasing 
importance in respect of their 
employment in the capacities of 
liquidators acting in the wind- 
ing-up of companies and of 
receivers under decrees and 
of trustees in bankruptcies or 
arrangements with creditors 
and in various positions of 
trust under Courts of Justice 
as also in the auditing of the ac- 
counts of public companies and 
of partnerships and otherwise.’ 

Seventy-five years later, it still falls to the lot of most 
chartered accountants from time to time to give 
counsel, and sometimes administer the last financial 
rites, to individuals and companies that have fallen 
on evil days, or for some other reason have cause to 
liquidate. 
Let me say here that no reputable accountant is 
anxious, or indeed willing, to accept an appointment 
in an insolvency case, if any other course is open. 
When I was an articled clerk in Lancashire, I would 
sometimes see people shake their heads and hear 
them say ‘Poor old Ramsbottom — he’s in the hands 
of his accountants.’ But since then I have known 
disaster averted time and time again, and businesses 
nurse@ back to health and strength, because an 
accountant has been consulted and his advice taken. 


A paper read to the Chartered. Accountant Students’ 
Society of London, on January 24th, 1955, with Mr H. 
Garton Ash, 0.B.E., M.C.., F.C.A., in the chair. 








Mr A. W. Sarson, F.c.A. 


That work is constructive indeed, and very satisfying, 
though it never hits the headlines and is seldom 
known to more than a handful of people. 

Kinds of Appointments Ne 
Let us assume, however, that one of us is to be’ 
appointed to one of the positions which are the subje ct 
of this talk. The accountant 
may be called on to act as: 


(2) Trustee in bankruptcy or 
under a deed of arrangement; 
. (there are of course many 
other sorts of trustees, but 
we are not concerned with 
them now); or 


(b) Liquidator in a compulsory 
or voluntary winding-up; or 

(c) Receiver for mortgagees or 
debenture-holders, either 
appointed by the Court 
or under an instrument. 
(The latter may be referred 
to as appointed ‘out of 
Court’ or ‘under hand’. I 
was once asked if I was 
‘experienced in underhand 
work’.) 


Diversgencies, 
and Their Roots 


One of the chief reasons why 
students find it difficult to 
master the rights and duties 
attaching to these appointments, 
is that the various procedures — in bankruptcy and 
under deeds of arrangement, in compulsory or 
voluntary liquidation, and in a receivership in or out 
of Court are sufficiently similar to be confusing, 
and yet contain numerous divergencies, large and 
small, which are traps for the unwary. Let us ex- 
amine the reasons for some of these so that we may 
perhaps understand and, in the case of the more 
enthusiastic students, even remember them. 

In the first place, let us bear in mind a fundamental 
difference in the principles underlying the bankruptcy 
of an individual on the one hand, and liquidation of a 
company on the other. Before bankruptcy procedure 
was invented, there was no way by which a man could 
finally get rid of his creditors except by paying them. 
Failing that, he was liable to be thrown into the 
debtor’s prison time after time, in and out, for the 
rest of his days. The process of bankruptcy was 
invented as a merciful means of wiping the slate clegn, 
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` paying a dividend and starting afresh after a temporary 
period of disability. Deeds of arrangement were 
tester designed to achieve the same purpose in a 
simpler, quicker and cheaper way. 

On the other hand, the winding-up of a company 
is primarily a procedure for extinguishing and dis- 
solving the company. The law only incidentally 
provides for payment of creditors, and the distribu- 
tion of the surplus (if there is one) to the members, 
as a means to that end. True, the lawyers who 
designed company liquidation procedure in the 
nineteenth century looked to the already existing 
bankruptcy law as a useful precedent in many ways. 
Indeed, before 1848 the method for final enforcement 
of rights against joint stock companies was to make 
the individual stockholders bankrupt. But with 
regard to the company itself, whether solvent or 
insolvent, the primary objects of a winding-up are 
first liquidation, then dissolution. A bankrupt may 
live to file another petition another day; but it is 
rare for a liquidated company ever to see the light 
again as the same legal entity. 

In bankruptcy, then, or under a deed of arrange- 
ment, the debtor’s assets are taken from him, 
‘vested in the trustee, and eventually distributed 
among his creditors. The job of a liquidator, on the 
other hand, is to wind up the affairs of a company 
which is dying (having had a mortal blow delivered 
to it by the winding-up order or resolution for 
voluntary winding-up) but not dead; until the assets 
are distributed, they remain the property of the 
company and do not vest in the liquidator unless by 
order of the Court in a special case. Moreover, a 
voluntary liquidator is for some purposes an agent 
and even an officer of the company. 

A receiver has quite different functions to perform. 
He may be a receiver in respect of an individual or a 
company, and his job is first and foremost to take 
possession of assets which have been charged under a 
mortgage or debenture on which default has been made. 
As well as taking possession, he often has power to 
manage the business and to sell assets for the purpose 
of paying off the secured creditors and any prior claims. 
When that is done, and the costs and expenses paid, 
any surplus assets are handed back. The existence 
and activities of the debtor are not legally affected, 
though in practice the appointment of a receiver often 
leads to bankruptcy or liquidation. 


Proceedings in or out of Court 


Having now observed the distinctions between the 
proceedings applicable to an individual and those 
applicable to a company, it may be helpful to make 
another list comparing proceedings which originate 
. in Court and those which are out of Court, thus: 


In Court : 
Bankruptcy. - 
‘Compulsory -winding-up.. . 
Receivership: by order of the Court. 
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Out of Court 

Deed of arrangement. 

Voluntary winding-up. 

Receivership under an instrument. 

There is also a form of voluntary winding-up under 
supervision of the Court — a hybrid proceeding which 
is rarely if ever met with. 

` Let us now look at some particular instances where 
differences occur. 


Statement of Affairs 


There is a legal requirement to prepare and file some 
form of statement of affairs in every form of 
insolvency, except a creditors’ voluntary winding-up, 
which seems a curious omission. 

In all the Court procedures — namely, bankruptcy, 
compulsory liquidation and receivership in Court — 
the statement must be prepared in the official form; 
consisting of a summary on the first page, with a 
sheaf of-schedules behind, ending with a deficiency 
account. 

The prescribed form of statement of affairs in 
compulsory liquidation used to be the same as in 
bankruptcy but a new set of forms was laid down 
under the Companies Act, 1948. The compulsory 
liquidation summary is in ‘vertical’ style and the 
deficiency account is, to my mind, much more 
intelligible than the old one, which I never could 
understand. But the bankruptcy forms are still 
untouched, in the old style. 

The form of statement of affairs prescribed for 
receiverships, both in and out of Court, was first 
laid down in 1948 and is almost identical with the 
compulsory liquidation form. But it is to be noted 
that in receiverships a statement of affairs is only 
required where the receiver is appointed on behalf of 
debenture-holders of a company, secured by a floating 
charge, and is acting in respect of the whole or 
substantially the whole, of the company’s property. 
Note, too, that it is not the receiver’s responsibility 
to prepare the statement; in a receivership, as in a 
compulsory liquidation, it must be prepared by the 
directors or other officers.or persons concerned in the 
company. But a receiver has a duty laid on him in 
regard to the statement of affairs which is not laid on 
a liquidator or a trustee in bankruptcy. When the 
statement of affairs is delivered to the receiver he 
must deliver: 

A copy to the Registrar of Companies, with the 
receiver's comments, if any, and with an extra 
summary (i.e. the front page, without the 
schedules) of the statement and of the comments. 

A copy to the Court, or if he was not appointed 
by the Court, to the Board of Trade, with his 
comments, 

A summary of the statement and comments to 
each of the debenture-holders on whose Behalf 
he was appointed, and to their trustees if any. 

A copy of his comments, if any, to the company; 
or alternatively, a notice that he has made no 
comments. l . 
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(This last requirement illustrates the difference 
between a receiver and a liquidator. The latter could 
not serve documents on the company since he is the 
only executive officer of the company.) 

Where an individual executes a deed of arrangement, 
the statement of affairs consists of an affidavit by the 
debtor, setting out his total estimated assets and 
liabilities, the value of securities held by creditors, 
and a schedule of creditors. It must be lodged with 
the Registrar of Deeds of Arrangement. 

In a members’ yoluntary liquidation, a statement 
of affairs, in a short prescribed form, must be 
annexed to the directors’ statutory declaration of 
solvency which is lodged with the Registrar of 
Companies. In a creditors’ voluntary liquidation, as I 
have said, there is no legal requirement that a state- 
ment of affairs should be prepared at all. 

I need hardly add that an accountant acting in any 
of .these matters will need to have available as 
accurate a statement of affairs as possible, whether or 
not there is any statutory requirement. 


Committees of Inspection 


Some people seem to make a hobby of serving on 
committees of inspection; I can never understand 
why, since the position is not remunerated. In 
bankruptcies and compulsory liquidations the com- 
mittee has to audit the trustee’s or liquidator’s 
accounts as-well as attend meetings once a month. 
A committee is however very useful to a trustee or 
liquidator as with its sanction he may do a number of 
things; for instance, make compromises in regard to 
debts or claims, which would otherwise (in the case of 
bankruptcy or liquidation} require the approval of 
the Board of Trade or the Court. 

A curious difference of procedure is that in 
bankruptcy a member of the committee of inspection 
may not act as such until he (or the creditor whom he 
represents) has proved his debt and the proof has 
been admitted (Bankruptcy Act, 1914, Section 20 (2) 
(6)). There is no similar provision in the Companies 
Act as regards committee members in the winding-up 
of a company. 

Personal Liability ` 
A trustee, liquidator or receiver may be held liable 
in damages for losses caused by his own negligence 
or default. On termination of a bankruptcy or winding- 


up by the Court, the trustee or liquidator applies for-a- 


release from the Board of Trade which absolutely 
discharges him from liability, though the release 
may be subsequently revoked if obtained by fraud or 
concealment of some material fact. It would pre- 
sumably be open to a trustee under a deed of arrange- 
ment to obtain a similar release from the debtor and 
the creditors, though as far as I know that is not done 
in prgctice. A receiver usually obtains a release from 
the Court or the persons who appointed him, as the 
case may be, See ca. a 

. On the other hand, there is no provision in the 
Companies Act for the release of a liquidator in a 
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voluntary winding-up. The Act does not even state 
that he can resign, though it evidently contemplates 


En 


the possibility since it provides (Sections 286 and 297). 


for filling the vacancy if he does so. The voluntary. 
liquidator, however, does secure protection in a 
rather roundabout fashion. He calls final meetings of. 
members and creditors (which he must do by pub-. 
lishing one month’s notice in the London Gazette,. 
even though there may perhaps ke only two members: 
and one creditor) and after the date of the meeting. 
(whether or not a quorum is present) he makes a 
return to the Registrar. Three months after filing 
the return, the company is automatically dissolved, 
but for the next two years the Court may, on the 
application of any interested person, declare ` the. 
dissolution void. After the two vears have expired it 


would seem that the liquidator is effectively released.. ` 


So much, then, for the protection of trustees,: 
liquidators and receivers against claims arising from; 
alleged negligence or default. 

Now let us turn to the question of personal liability 
of the trustee, liquidator or receiver under any. 
contracts which he enters into in the course of his 
duties. He can obtain no general release from these. 
A liquidator, however, is in a better position than a 
trustee or receiver, provided he takes the precaution, 
on entering into any contracts incidental to the. 
winding-up, of doing so ‘for and on behalf of’ the. 
company and in his capacity as liquidator. He will 
then, if acting within his powers, have contracted as 
agent or officer of the company and a person claiming 
under the contract can only look to the company’s 
assets, not to the liquidator personally. A trustee, 
on the contrary, is nobody’s agent or officer and has 
no protection against personal liability, unless 
expressly stipulated in the contract. 

A receiver appointed by the Court has always been: 
held personally liable on his contracts unless otherwise 
stipulated in the contract. Before the Companies 
Act, 1948, a receiver appointed under an instrument, 
if the terms of his appointment made him an agent of 
the company, could make contracts as agent and so 
escape personal liability. That right was seriously 


curtailed by the Companies Act, 1948 (Section ` 


369 (2)), which makes a receiver appointed under an 
instrument personally liable on his contracts, just 
like a receiver appointed by the Court, unless 
expressly stipulated in the contract. In every case a 
trustee, liquidator or receiver, if he has acted properly 
and within his powers, is entitled to recoup the 
amount of his personal liability out of the assets; 
but he runs the risk of the assets being insufficient 
or having been distributed. l 


‘Transfer’ of Liabilities 
There is a large class of company liquidations where 
the assets are taken over by another concern which 
also assumes responsibility for the discharge of-the 
liabilities. In everyday language, the other concern, 
which may or may not be another company in ‘the 
same group, ‘takes over’ the liabilities, E 
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< If this is part of a scheme approved by the Court, 


— 


“may say to the liquidator, ‘Hand over the assets — 


there should be no difficulty. The order of the Court 
says that the other company shall discharge the 
liabilities and that is a binding ‘contract of record’. 
But if the arrangement is merely agreed upon between 
the liquidator and the other company, there is 
nothing to compel the creditors to recognize it and 
to look to the other company for payment. If, there- 
fore, a liquidator hands over all the assets, relying on 
the other company to pay the creditors, he runs the 
risk of personal liability if the other company does not 
or cannot fulfil its obligations. 

The danger is just as great if the liquidator dis- 
tributes the assets to the members before all liabilities 
are paid. The owner of all the shares in a one-man 
company, which may be liable to direction to surtax, 


after all, they are my property — and I will pay the 
surtax when it is assessed’. If the liquidator hands 
them over, it is at his own risk. 


Applications to Court for Directions 
Under the Companies Act, i948 (Section 369), a 
receiver appointed under an instrument was given 
power to apply to the Court for directions — a power 
which has always been enjoyed by a receiver appointed 
by the Court. Trustees in bankruptcy and liquidators 
in any form of winding-up have the same power, 


` which is an important safeguard in all cases where 


L 


there is real doubt and the amount involved; 
material. Indeed, an order of the Court is often the 
only available means of securing protection. The 
opinion of counsel, however eminent, is no sub- 
stitute. 

At the same time, the Court will not make up a 
trustee’s or liquidator’s or receiver’s mind for him 
where he is merely uncertain which of two or more 
courses of action is most advantageous to the estate, 
nor will the Court tell him whether to admit or reject 
a claim. The power of application may, however, be 
freely used where a certain arrangement or course of 
action appears to be to the benefit of the estate, 
but where there is doubt as to the legal consequences. 

A trustee in bankruptcy or a liquidator (compulsory 
or voluntary) may also apply to the Court for leave to 
disclaim onerous property, that is, property to which 
some troublesome liability attaches. It is difficult 
sometimes to judge whether property is ‘onerous’ or 
not. Partly paid shares, for instance, present no 
difficulty if quoted on the Stock Exchange: they can 
be sold forthwith and the liability got rid of. But if 
they are shares in an unquoted company, it may be 
hard to tell whether they are an asset or a liability. 
The same may apply to a lease or to a contract. 
The trustee will obtain expert advice and if necessary 


disclaim. A trustee in bankruptcy need only apply to’ 
T the Court for leave to disclaim if the subject of the 


disclaimer is a lease. 

A liquidator must, however, seek the leave of the 
Court in any case where he wishes to disclaim. 
With him, the question arises much Jess frequeiitly 
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because the onerous asset does not vest in the 
liquidator personally but remains in the company’s 
name. In the case of partly paid shares, for instance, 
a call can be made personally on a trustee but not 
against a liquidator. It would rank in the liquidation. 
Usually, a liquidator will only seek leave to disclaim 
in order to settle once and for all the total amount of 
liability which will be admitted to rank in the 
liquidation. 


Rights of Landlords 


Up to Victorian times, the law was always careful to 
safeguard the rights of landlords. In later days the 
pendulum has swung far in the opposite direction. 
It is significant therefore that the older bankruptcy 
law treats the landlords better than does the more 
recent company law regulating liquidations. The 
landlord of a bankrupt may exercise his rights to 
seize property on the premises, after the commence- 
ment of the bankruptcy, in order to recover rent due, 
which accrued during the six months before the 
adjudication order. If, however, he has enforced his 
rights at any time after a date three months before the 
receiving order he ranks behind the preferential 
creditors. 

The landlord of a company in liquidation has no 


. similar rights after the commencement of the winding- 


up, though he is similarly postponed to preferential 
creditors (Companies Act, 1948, Section 319 (7)) if 
he has enforced his rights within three months before 
the winding-up. His position is slightly different 
according to whether the liquidation is compulsory 
or voluntary. In compulsory liquidation, any seizure 
of property by the landlord after the commencement 
of the winding-up is void (Companies Act, 1948, 
Section 228). In voluntary liquidation, there is no 
automatic bar to proceedings, but it is well established 
case law that the Court has power to stay or restrain 
all proceedings, including distraint by the landlord 
(re Poole Firebrick & Blue Clay Co (1873), L.R. 17 
Eq. 268). 

In practice, the Court will not allow a landlord to 
enforce his rights after the passing of a resolution for 
voluntary liquidation of an insolvent company, 
unless there are special circumstances ~ for instance, 
where the landlord threatened to distrain before 
liquidation but refrained from doing so on the 


strength of a promise to pay rent on a certain date, 


and the company went into voluntary liquidation 
before that date. Put shortly then, the difference is 
this: in compulsory liquidation the landlord’s 
power of seizure is automatically stopped, but in 
voluntary liquidation the liquidator must if necessary 
apply to the Court to forbid the landlord to distrain. 

Where a receiver has been appointed by the Court, 
a landlord cannot touch property in the receiver's 
possession, except by leave of the Court. Leaveewill 
normally be refused in respect of rent accrued before 
the appointment of the receiver. A receiver appointed 
out of Court, like a trustee under a deed of arrange- 
ment, has no-means of:staving off the landlord; 
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except by paying the rent, which thus becomes in 
effect a prior charge. 

In actual fact, the various parties seldom exercise 
the rights of distraint, application to Court and so 
forth. They find out what their rights would be if 
Se? enforced them, and the matter is settled accord- 
ingly. 

Any trustee, liquidator or receiver, who occupies 
premises for the benefit of the estate must pay rent 
for the period of his beneficial occupation. 


Preferential Creditors 


The Companies Act, 1948, amended and extended 
the classes of creditors entitled to priority of payment 
in a winding-up. The Bankruptcy Acts were similarly 
amended so as to keep them in line in this respect 
with the liquidation law. In a receivership, the same 
classes of preferential creditors also rank in priority 
to debenture-holders secured by a floating charge. 
They have no priority in relation to a fixed charge. 

The Deeds of Arrangement Act, 1914, does not 
create any classes of preferential creditors, but a 
clause is always inserted in deeds, creating the same 
preferential rights as in a bankruptcy. Failing such a 
clause, those creditors who would be preferential 
in E would presumably not assent to the 
deed. 

It may not be out of place here to mention the 
growing tendency for preferential creditors to take 
larger slices of the distribution cake, to the detriment 
of unsecured creditors. The Companies Act, 1948, 
increased the limit of preferential claims for wages 
from {25 to £200 and for salaries from {50 to £200, 
and increased the time limit for workmen and 
labourers from two months to four months. It 
introduced’ a new type of preferential claim for 
accrued holiday pay. 

In recent years other new preferences have been 
created, for instance, purchase tax, profits tax, and 
P.A.Y.E. tax deducted by an employer. National 
insurance contributions have been substantially in- 
creased and are preferential. Above all, the Crown’s 
priority for income.tax and surtax can assume alarm- 
ing proportions. With all these priorities at the head 
of the queue, the ordinary trade creditor is often 
justified in taking a poor view of his prospects of 
receiving a. dividend. . 


Remuneration. 


The general rule with regard to remuneration is that 
where there is a committee of inspection, the amount 
. is fixed by that committee. e 
In a bankruptcy the prime responsibility for 
fixing the trustee’s remuneration rests on the creditors 
but they may delegate it to the committee. 
In a compulsory liquidation, the scale of fees 
payable to an Official Receiver is applicable if there 
“is: no’ committee of inspection,’ unless the Court 
` orders differently. The Board of Trade may apply to 
': the Court to fix the remuneration if they think the 
amount: fixed by the committee is too high. 
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In a creditors’ voluntary liquidation, where there is 
no committee of inspection the creditors may fix 
the liquidator’s remuneration. Should they or the 
committee not do so, he is entitled to a reasonable fee. 

A receiver appointed by the Court has his re- 
muneration fixed by the Court. If appointed under 
an instrument, he must look to the terms of the 
instrument. The Law of Property Act, 1925, (Section 
109) limits the amount to be retained by a receiver 
under a fixed charge to 5 per cent of his receipts, 
and this is to include expenses. This would not, 
however, necessarily apply to a receiver under a. 
floating charge, nor to a receiver acting also as 
manager; these would be entitled to whatever fee 
is authorized under the debenture or instrument of 
appointment. If, however, the company is in liquida- 
tion the liquidator has the right to apply to the Court 
to fix the receiver’s remuneration. 

A trustee under a deed of arrangement is entitled 
only to such remuneration as may be authorized by 
the deed. 

Accounts and Returns 
I am not going to attempt to go through all the 
accounts and returns to be lodged by trustees, 
liquidators and receivers. They are as numerous and 
varied as the pebbles on the beach. Some of them, 


. especially those laid down in bankruptcy and com- 


pulsory liquidation, are archaic and time-wasting. 

I reckon, for instance, that when a trustee in 
bankruptcy receives a sum of money and pays it 
into the bankruptcy account at the Bank of England, 
he writes the amount down on the official forms 
twice in words and seven times in figures. Not one 
of the forms is designed so that the duplicating can 
be done by taking carbon copies. I have often 
thought that those Government committees and 
departmental officials, who reform the law at suitable 
intervals, lose much of their energy and enthusiasm 
by the time they come to such lowly matters as 
forms and procedure. 

I am often asked whether a company must have 
its accounts audited up to the date of liquidation. 
The answer is that there is nothing in the Companies 
Act to say that audited accounts are not necessary, 
up to or even after liquidation commences; but in 
practice the Registrar of Companies does not require 
annual returns to be lodged after the date of com- 
mencement of liquidation, and there is therefore no 
record on the register file whether accounts to that 
date -were prepared and audited, or not. Where a 
company is insolvent, there may be little or no money 
to pay the auditor! 

The liquidator in an insolvent case must therefore 
use his discretion as to the extent of any audit or 
investigation which is possible or desirable in the 
interests of creditors and members. Where a company 
is solvent, an audit should always be done, in my 
opinion, up to the date of commencement of the 
liquidation, anc the audited accounts should: be 
placed: before the members by the ‘liquidator at the 
next following meeting. called in the-liquidation. , ` 
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COMPANY LAW 


by MONTAGU L. GEDGE, Q.C. 


Accountants held a luncheon meeting at 

the Connaught Rooms on Wednesday, January 
igth. Mr J. H Mann, M.B.E., M.A., F.C.A., chairman 
of the Society, presided, and the guest speaker was 
Mr Montagu L. Gedge, Q.C. 

Introducing the speaker, the chairman said that 
although Mr Gedge was well known as the chairman 
of the Committee on Shares of No Par Value which 
reported so promptly and efficiently, most members 
would think of him as one of the architects of the 
Companies Act, 1948. 

Mr Montacu L. Genes, Q.C.: The first thing I 
have to do is to thank your chairman for his very kind 
words to me. When I was asked to come and speak at 
one of these Juncheons I hesitated. I knew that I would 
enjoy the lunch but I was not so certain about the 
aftermath of addressing you because I have met very 
many of you at various times and had the opportunity 
of speaking to you individually, but to address you 
en masse is frightening. I asked your secretary what 
sort of subject I should follow and he replied that it 
was not an unintelligent audience, which left me 
where I was. I had to think about a subject and to 
decide whether it should be specific or general. 
The obvious specific subject is ‘No par value shares’, 
but I am not going to talk about them and I chose a 
general subject. 

One could talk about the Companies Acts at large 
but I thought that that was too general and decided 
that there were two subjects which might interest us 
both — our virtues and our vices. Again, I had to 
reconsider because I thought that if I talked about 
the virtues of chartered accountants I should be 
thought to be touting and might have to appear before 
the Bar Council, so I wondered if I could talk about 
their vices alone. I thought you would think that was 
ungrateful and I came to the conclusion that the only 
thing to do was to talk about the vices of both our 
professions in relation to the administration of 
company law from day to day in the course of our 
practices — I mean both lawyers and accountants. 
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The Companies Acts 


Eefore coming to our vices I will say that I think 
that to some extent the law is greatly at fault. It is 
the law which has led to them. The Companies Acts 
began in 1862. I will not go earlier than that. We 
had enabling Acts which were intended to enable 
companies to be formed to carry on business, to 
_ expand trade and commerce throughout what I 
call the British Empire. 

I will say this in parenthesis — I hope to be alive on 
August 7th, 1962, when I trust there will be an 
adequate banquet to celebrate the hundredth 
agniversary.of the passing of that tremendous Act. 


It is an Act which has been copied into the 1948 
Act, an Act which has formed the foundation of 
company ordinances and statutes in our Colonies, 
Dominions, South Africa, while India is adopting a ` 
new Companies Act based on the English Act. The 
1862 Act was a tremendous Act and the men who 
drafted it were tremendous draftsmen. 

The 1900 Act, 1907 Act, 1908 Consolidation Act, 
the 1929 Act were all enabling Acts. Your chairman 
referred to me as one of the architects of the 1948 
Act. It was passed when restrictions had come in. 
It ceased to be enabling; the tendency of the law and 
legislature was to stop people doing things, to expose 
the machine to the public gaze, to introduce restrict- 
ive practices. I am not so proud of the Act after all, 
although it did two tremendous things. It brought in 
the Eighth Schedule and the protection of the 
auditor. 

Fear of Losing the Job 


I mean that seriously. I will come to the first of the 
vices: it is a vice which is common to the Bar, to 
solicitors and to accountants; it is the fear of losing 
the job. I think that that is occasionally due to the 
law. Once upon a time there were ten commandments 
and we have quite enough difficulty in meeting those. 
If you have too many commandments the law is 
brought into disrepute. The client thinks if a thing 
is legally permissible then it can be done. Or rather he 


_does not quite put it that way, but says that if a 


thing is not prohibited he can do it. I look upon our 
professions as two of the integrities and it is up to all 
of us not to give way to the client. 


Over-Specialization 


That is one of the vices. I will come to the second 
which is much more common to my profession than 
yours although it may tend to extend and it is this — 
I am one of the most guilty parties — over-specializa- 
tion. At the Bar, as you know, we have tax counsel, 
death duty counsel, and what not, and this over- 
specialization is tending to appear in the other 
professions particularly where tax and death duty 
matters are dealt with. It has the result that the whole 
of the work gets channelled to the very few, all the 
rich jobs go to the very few, and the young man 
who is coming on behind does not get a chance and 
he cannot get in. This must be a risk to the pro- 
fessions concerned. I will take death duties and tax, 
There must be a tendency sooner or later to combine 
our two practices in one person, and that will be the 
death of our professions. 


True and Fair View of a Balance Sheet 
Having dealt with two common vices I will turn to 
something simpler. I will not ask what the Eighth 
Schedule means because nobody knows; but I will 


+ 


216 


put forward a proposition as to what is the true and 
fair view of a balance sheet. I think the Legislature 
when it enacted that a balance sheet should give ‘a 
true and fair view’ meant something. I will stress 
the word ‘fair’ and then give you an instance. I 
lately had a case of a top holding company, and 
underneath the top holding company there were 
three subsidiary holding companies; underneath the 
subsidiaries there were others, some were holding 
companies and some were not, but in all there were 
eighty of them. By luck I picked out balance sheet 
No, 69. On the left hand side it had an item ‘Share 
capital’ the next item was ‘Moneys owing on mort- 
gage’, or ‘secured on mortgage’. The next item was 
‘Moneys owing to holding company’, described 
just like that. Underneath was ‘Debt to subsidiary 
company’. On the right hand side, the top item. was 
‘Property at cost’; underneath ‘Loan to holding 
company’, next, ‘Loan to subsidiary company’, and 
it all added up nicely. 
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I say that may be true, but it was not fair. That 
brings me to a very short point: I feel very strongly 
that balance sheets should be more informative, 
I will not enter into a discussion about what a 
balance sheet is, you know that better than I do. 
But when I pick up the balance sheet of a company 
in which I own shares I should be able — not to under- 
stand the calculations — but to realize what it is all 
about. 

Having said that, I will now turn to virtues. I will 
not extol your virtues at all. They are only too well 
known: but I will extol a quality. I have had the 
pleasure of friendship with many members of your 
body for many years. They have the great quality 
of friendship which I have enjoyed, and it is because 
they are friends that speaking to you today has 
not been the ordeal I thought it was going to be. 
(Applause.) 

At the instance of the chairman, a cordial vote 
of thanks was passed to Mr Gedge for his address. 


WEEKLY NOTES 


Cost Accountants’ Examinations 


The results of the December 1954 examinations of 
The Institute of Cost and Works Accountants in 
respect of candidates at the home centres have now 
been announced. 

A total of 1,026 candidates from the British Isles 
sat for the whole or part of the Final examination. 
Of these, 141 passed the complete examination, 
56 passed Part A only and 191 passed Part B only; 
the remaining 638 candidates failed. 

The First Place in the Final examination, carrying 

with it the S. Laurence Gill Prize, was awarded to 
Mr Frederick Abbott, of East Ham, London. The 
` Leverhulme Prize (Cost Accountancy) was won by 
Mr Arthur Whitehead, of Leeds. 
_ In the Intermediate examination there were 1,554 
candidates, of whom 82 passed Parts I and II, 
337 passed Part I, 233 passed Part II, and 902 failed. 
The First Place, with the George Russell Memorial 
Prize, was gained by Mr Frank Robinson, of Shildon, 
Co. Durham. 

The names of the candidates who completed the 
Final examination at the home centres, together 
with a summary of the home results, appear elsewhere 
in this issue. 


Colonial Students 


In his report issued last week, Dr R. S. Aitken, 
Vice-Chancellor of Birmingham University, stated 
that the Faculty of Commerce was finding it difficult 
to place coloured graduates in Midland accountants’ 
offices for practical training. The Faculty, he said, 
‘usuadly helps him [the graduate] to become articled, 
- ` and so far its products have been welcome to the 
-- accountants ~ with one exception — and have acquit- 
--ted themselves well. The exception concerns 
“` coloured students from Africa. It seems” that 


accountants in Birmingham and the Midlands have 


been so much opposed to accepting them that some 

have had to return to Africa as graduates but without 

the professional qualifications they needed’. 
The policy of The Institute of Chartered Accountants 
in England and Wales has been made abundantly 
clear. Membership is open to men and women of all 
nationalities, races and creeds and many students 
from overseas have succeeded in achieving member- 
ship. In our issue of January gth, 1954, we published 
a letter from the Secretary of the Institute in which. 
he drew the attention of the members to the diff- 
culties which confront students from the Colonies 
and from other countries in the British Common- 
wealth who desire to enter into articles. The Council, 
he said, ‘wishes to do what it can to ensure that 
suitable overseas students are given the opportunity 
to qualify as members’. He invited any member 
with a suitable practice, ‘to advise him if he had, or 


was likely to have, a vacancy in the near future for an . 


overseas student as an articled clerk. Clearly this was 
intended to be a continuing invitation. Only a few 
weeks ago we referred in a Weekly Note? to the 
importance of assisting the development of the 
accountancy profession in the Colonies, through 
training in this country. We hope to return to this 
important subject in a later issue. 


Accountants’ Successful Appeal 


Messrs Richard Coates & Co, chartered accountarits, 
of Oxford Street, London, W, successfully appealed 
to the Court of Appeal on February 8th against an 
award of {2,500 damages and costs for alleged 
negligence by them through one of their partners, 
Mr Beresford Albert Hudson Dean, GA, The 


1 See The Accountant, December 25th, 1954, at pagé 685.2" 
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_ Court of Appeal also awarded to Messrs Richard 


Coates & Co the costs of the appeal and of the trial 
of the action. 

The case arose out of the investment by a Mr 
Jackson, since deceased, of £2,500 in a sandwich 
business which at the time was carried on at the 
corner of Old Compton Street and Charing Cross 
Road, Wr, and which appeared to be a successful 
business. A Miss Foskett, who was also minded to 
invest, asked Mr Dean to attend an interview to 
check ‘the figures and advise on the proposed invest- 
ment. Mr Dean saw the figures but said he could not 
advise without a full investigation. Before there was 
any opportunity for this full investigation Mr Jackson 
paid {£250 deposit and then put the matter into the 
hands of solicitors without instructing Mr Dean to 
investigate. 

When Mr Jackson sued, the trial judge, Parker, J., 
found Mr Dean negligent in not investigating the 
lease of the business premises; it was nearing its end 
and the business was later transferred to Stockwell, 
where it eventually failed. 

Giving judgment‘on the appeal for Messrs Richard 
Coates & Co, Lord Goddard, C.J., said that findings of 
negligence against professional men were extremely 
serious. In the present case damages had been awarded 
for negligence which had never really been alleged in 
the pleadings. He thought that the trial judge had got 
a wrong picture of the case, which so far as it was 
against the accountants, should fail. Singleton and 
Romer, L.JJ., concurred. Singleton, L.J., said that 
the trial judge had found that Mr Dean had failed 
in his duty in regard to the lease but he could not see 
that Mr Dean had any duty to advise the plaintiff 
regarding the tenancy or the prospects of the lease. 
The loss of the £2,500 was not due to anything 
which the accountants had done or failed to do. 


Pre-Budget Memorandum 


In its pre-Budget memorandum to the Chancellor, the 
National Union of Manufacturers urges him to pro- 
vide greater incentive for enterprise and risk-bearing, 
arguing that neither the successful exercise of judg- 
ment and ability, nor the successful essay of risk is at 
present adequately rewarded in view of heavy taxation. 
The Union calls for a reduction in the income tax 
standard and lower rates, and larger allowances for 
earned income. Asking for a revision of surtax scales, 
the Union points out that over the period 1945-46 
to 1952-53 the total income of P.A.Y.E. employees 
had increased by over 100 per cent and that of surtax 
payers by some 66 per cent; but whereas the total 
tax paid by the former had decreased by some 8 per 
cent over the period, the tax paid by the latter had 
increased almost proportionately with the increase 
in earnings. The Union also asks for the imple- 
mentation of the Millard Tucker recommendations 
on the tax treatment of provision for retirement. 

The profits tax on undistributed profit should, in 
the Union’s view, be abolished, while dividends on 
figed income shares should not be regarded as a 
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distribution, any more than is debenture or mortgage 
interest. On death duties the Union calls for nothing 
less than a comprehensive inquiry into the whole 
structure of the tax. In the meantime the Union 
wishes to see an extension of the 45 per cent reduction 
for industrial assets extended to current assets in the 
form of stock, work in progress and debtors. 

Two other taxes which the Union would like to 
reduce are purchase ‘tax and the SÉ on hydro- 
carbon oils, 

Schedule E Expenses | 


The Engineering Industries Association kas sub- 
mitted a rather novel memorandum to the Chancellor 
in anticipation of his forthcoming Budget. It contains 
the suggestion that the necessary investigation of 
Schedule E expenses carried out-in income tax 
offices should be performed by the officials who deal 
with the accounts of the employers concerned. 

This, of course, is not so much a question for the 
Chancellor as for the Commissioners of Inland 
Revenue. It is none the less an important matter as 
far as the taxpayer is concerned. The Association 
points out that: 

“The senior Inspectors who agree the computations 
based on the final accounts of companies have 
knowledge of the magnitude and nature of the 
transactions of the companies and are best able to 
judge whether the expenses allowances paid are 
reasonable and appropriate allowances for tax 
purposes.’ 

As far as the law is concerned, the Association makes 
the claim which has often been made recently, 
namely, that ‘necessity’ should not be a condition for 
the allowance of Schedule E expenses. 


Double Taxation and Consular Conventions ` 


The Convention between the United Kingdom and 
the United States on double taxation (see the 
Double Taxation Relief (Taxes on Income) (U.S.A.) 
Order, 1946) provides for the extension of the 
Convention in its entirety to Colonies or other 
dependent territories of the two countries. A Protocol 
to the Convention was made in May 1954 whereby 
the Convention was amended so as to permit the 
Convention to be extended to those other territories 
in whole or in part, or with such modifications as may 
be necessary in any particular case. The Protocol has 
now, been made effective in this country by the 
Double Taxation (Taxes on Income) (U.S.A.) 
Order, 1955 (1955 S.I. No. 162). 

Section 24 of the Finance Act, 1954, provided for 
the granting of certain income tax exemptions to 
consular officers and employees of foreign States 
employed in the United Kingdom, where conventions 
had been entered into with those States. A number 
of Statutory Instruments have now been made giving 
effect to Conventions with Norway, the United States, 
Sweden, France, Greece, and Mexico. (5.Is 1955 
Nos. 1 56 to 161 inclusive), In each case it is.laid down 
that the section is not to apply to a consular employee 
whose name has not been-duly communicated in 
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accordance with the appropriate Convention,nor is it 
to apply to an employee employed solely on domestic 
duties at or in the upkeep of the consular premises. 
Moreover, except in the case of the United States, 
the section is not to apply to drivers (‘chauffeurs’ 
in the case of France). 


Farming Incomes in 1952-53 


The Minister of Agriculture and Fisheries has 
published a report! based on the Farm Management 
Survey in so far as this relates to farm incomes and 
expenditure. It follows the pattern of previous reports 
and compares the financial results for 1952-53 with 
those for 1951-52 for an identical sample of 2,238 
farms, 

Average net income per farm rose by just over 
7 per cent for all farms in the sample and by just 
over 6 per cent for all farms excluding a group of 
specialist farms. Dairying and livestock showed a 
much bigger increase than the average, while arable 
farming actually showed a decline in average net 
income by over 5 per cent. The largest average 
increase (29 per cent) was in the livestock group in the 
sample, where hill farming did particularly well. 

Dealing with the receipts side, the report contains 
the surprising information that pig sales increased by 
46 per cent, following an increase of 33 per cent in 
the preceding year. Pigs now account for a quarter of 
all livestock sales. Farm expenditure rose on the 
average by some 74 per cent. The proportion of 
labour to total expenditure fell slightly but is still a 
little over one-quarter. It is significant however that 
the largest increase in labour was in the group of 
predominantly livestock farms, which still employ far 
less than the average of hired labour, because they 
rely on unpaid family labour. 

The average income for farms of all sizes in 1952-53 
was £1,142; the average profit for each roo ‘adjusted 
acres’ was £664. The corresponding figures for 
1951-52 were {1,109 and £639 respectively. These 
figures exclude specialist farms. The average income 
for farms over 500 acres was £3,624, and for farms 
between 300 and 500 acres was £2,448. Farms of fifty 
acres and under made an average of £418. That 
farming has ceased to be quite so hazardous as it 
once was is illustrated by the continuing fall in the 
proportion of farms operating at a loss. The per- 
centage in 1952-53 was only 7:2, as against 8-5 in 
1951-52 and or in 1950-51. It should be added that 
the valuations shown in the statistics do not include 
residual values of cultivations, purchased fertilizers, 
or farm yard manure made from purchased feeding 
stuffs, nor any stocks of seeds, fertilizers, foodstuffs 
nor other consumable stores on hand. 


Capital for Coal 
Capitaboutlay by the National Coal Board is expected 
to exceed {90 million this year compared with 
£75 million in 1954. The industry is therefore 
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scheduled to make further inroads into the arrears — 


of capital expenditure since the Plan for Coal was 
published in 1950. This is one of the few bright spots 
in an otherwise continuing gloomy picture of the 
situation in the coal industry. Consumption of coal. 
including exports was running at a rate of about 
2-s million tons in excess of supplies in the first four 
weeks of 1955 compared with 1-5 million tons in the 
same period of last year. The Minister of Fuel 
announced in the House of Commons earlier this 
week that it would be the Government’s policy to 
contract exports below last year’s level, although 
exports were not to be suspended completely, and ro" 
import coal to supplement home production. | 

Indication that further progress might be made in 
tackling basic problems of the wage structure in the 
coal industry was given last week when a national 
delegate conference of miners approved the efforts of 
the National Union of Mineworkers and the National 
Coal Board to work out a new wage structure. The 
N.U.M. was authorized to continue negotiating: 
with the Coal Board on rates to be paid to the proposed 
new grades on the understanding that these will give ` 
substantial increases in minimum rates both under- : 
ground and on the surface. The executive hopes to be ` 
able to place detailed wage proposals before the 
conference in the middle of March. Any progress in - 
the simplification of the wage structure of the in- 
dustry is to be welcomed if it brings with it an 
opportunity for management to give the miners an' ` 
incentive to raise more coal and so raise output and `: 
reduce costs. Capital expenditure on a large scale is 
necessary to open up the new pits but unless this 
investment is supported by higher output per man 
in the form of increased effort, it is difficult to see ` 
any possibility of cheaper coal in the future. It would 
be unfortunate, not least for the coal industry, if 
dear coal became something of an axiom for British 
industry. The competition from substitute fuels is 
still very marginal so far as the coal industry is 
concerned, but they are becoming increasingly im- 
portant and beyond them again looms nuclear 
energy. 


Studying Export Credit 


The Institut International d'Etudes Bancaires has ` 
recommended that all countries should collaborate in 
giving information on extended credit facilities on 
exports. The Institut says that, having made a study 
of the growing demand for extended credit in the 
export field, it has come to the conclusion that the 
demand for such accommodation is causing .a 
dangerous form of competition among exporting ` 
countries. The Institut suggests that the information 
required should cover extended credit facilities of 
two years or more currently available for the promo- ` 
tion of exports and should be given both to the ` 
country of export and that of import. It thinks that _ 
the Bank for International Settlements: should be ` 
used for setting up a neutral agency where such. 
information could be assembled. ~ © br 


February 19th, 1955 ` 


Fears of further credit restriction methods to keep 
inflationary pressures in check have resulted in quieter 
stock-markets. There is, however, no major setback in 
equities and the undertone remains reasonably firm. 


‘After Business Hours’ 
Every now and again we take a rest from the accounts 
of the big public companies and put into the weekly 
reprint some simple example taken from the 
activities that most of us have in one form or another 
‘after business hours’. The reprint gives the accounts 
of the Squirrels Heath and District Horticultural 
Society for the year to December 31st, 1954 —a society 


— 


of over 600 members in the Essex ‘dormitory’ area 


of London. 

The accounts reflect all the elements of a live 
organization which runs the usual rose, chrysanthe- 
mum, and other shows and conducts a co-operative 
trading system through which gardeners’ supplies of 
lime and fertilizers, plants and seeds are bought in 
bulk and sold to members on advantageous terms. 
One thing the accounts of these ‘after business hours’ 
activities do not show is the tremendous amount of 
work put in by the honorary officials. 

An event in these accounts is the recording of a gift 
of freehold land to the society on which a permanent 
building has been erected. The land, it will be seen, 
has been brought into the books at the figure at which 
it was valued by the Inland Revenue for conveyancing 
stamp duty. 

A Segregation Scheme 
Shareholders in South Western Industrial Corpora- 


tion Ltd have recently agreed a segregation scheme 


which is interesting, and, from several angles, 
instructive. This company was formed in 1934 as 
the South Western Gas Corporation Ltd to hold 
investments in gas and water undertakings. The gas 
investments went with nationalization. The water 
stocks were sold. Over a period the company acquired 
a number of interests in the pottery industry, and in 
companies producing pressure cookers, Glow Worm 
boilers, kitchen equipment and domestic hollow 
ware such as aluminium saucepans etc. 

It was a hotchpotch kind of merger that soon 
showed its weaknesses and Mr S. R. Hogg, F.c.a. 
was called in to sort it out, becoming vice-chairman. 
His remedy is a segregation scheme which divides the 
business into two groups, pottery and aluminium, 
each in a separate company; distributes the shares in 
each to the corporation’s shareholders; and winds up 
the corporation. 

Mr Hogg pointed out that you can have a vertical 
combine in which a company takes an interest in 
the units from which it obtains its raw materials, or 
which act as distributors of its products. Or you can 
move sideways into similar lines of business with a 
view to saving overheads and distribution costs. But 


_ thege was no commercial justification in this case for 
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mixing up pottery with the other types of business. | 
The two groups, he said, were entirely distinct and 
their merger had the disadvantage that the resources 
of either were committed to meet liabilities end to 
provide capital expenditure of the other. 

For the purpose of the scheme, Mr Hogg had to . 
make some valuation of the respective undertakings 
and the valuations adopted were based on the factors 
which would determine the Stock Exchange prices 
of the shares in the two new separate group companies; , 
that is, principally, maintainable profits which will 
form the cover for the dividends, and, secondly, ° 
capital cover. 

The segregation altered the position of the prefer- 
ence shareholders. The pottery group preference, for 
instance, will not be covered by net tangible assets, 
while holders of the preferences of the two new 
group companies will no longer have the whole of the 
profits of the unsegregated business as cover. This 
has been met by an extra 4 per cent dividend and a 
small interest in the equity. 


Charities and Donations 

Business men, especially private traders, are expected 
to view sympathetically invitations to subscribe to 
local good causes in money or in kind. Accountants, 
seeing the entries through the books, understand that 
their client knows best. Many public companies 
also are responsible for much good work behind the 
scenes but theré is a rare instance in the case of 
The Halford Cycle Company Ltd of shareholders 
being intimately associated. 

An appropriation to charities and donations account | 
(this year £2,500 against £2,000) is a regular feature 
of the year’s appropriations. It has been a tradition of 
the company since its formation to authorize a lump 
sum for such causes as the directors feel deserve 
recognition. The Board takes the view that operating 
as it does in some 200 towns, the company through 
its branches has a civic responsibility, just as an 
individual trader has, says the chairman. 

The Board’s policy is also to strengthen the roots of 
its branches by buying their freeholds as they 
become available which contrasts with the pre- 
vailing mode of selling freeholds and continuing the 
use of properties on lease. Apart from other con- 
siderations, it is a policy which can have a material 
bearing on goodwill value of the business. Instruc- 
tions have now been given by the directors for a re- 
valuation of freeholds and Jong leaseholds; inflation, 
as Mr F. D. Rushbrooke says, having made unrealistic 


. the balance sheet figures. 


Money Market 
Less competition for Treasury Bills on February"11th 
saw the average discount rate held at £2 6s 3-57d per 
cent. At a bid of £99 8s sd the market obtained eo 
per centallotment. Applications totalled £362,950,000. 
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Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Can Management be Audited ? 


Sir, ~ We should be grateful if you would permit 
us to reply to certain critics of our article (issue 
January 22nd). 

We cannot agree with Mr W. J. Dixon (issue 
February 5th) that the emphasis of efficiency rather 
than profits has introduced any ‘element of confusion’ 
into our discussion. The importance of non-monetary 
factors and even of intangible items cannot be stressed 
too greatly, and we would suggest that only by an 
overall assessment of efficiency can management be 
V audited. Profits, to take a single example, are 
determined by sales policies, and it would be fallacious 
to attempt to relate conventional profits arising from 
a nationalized industry to the degree of management 
efficiency. 

Mr G. T. Gardner (issue February 12th) appears 
to favour an analysis of management’s functions 
between shareholders, employees, and the public, 
but we cannot agree that this is of great value or, 
indeed, always possible. If a director is persistently 
slack in dealing with correspondence, in which of 
Mr Gardner’s categories is he failing? Is the identity 
of the sender of the letter of any significance? 

A further fallacy introduced is that of supposing 
that the rate of profit earned to capital employed is 
necessarily any guide to efficiency. For instance, 
should ‘capital employed’ include capitalized goodwill, 
and if so, at what valuation? 

We agree that staff morale is important, but we 
disagree with Mr Gardner’s findings that ‘it is 
doubtful if a management audit would bring much 
practical benefit to a company regularly earning a 
good rate of profit’. The only conditions under which 
there would be absolute positive correlation between 
profits and efficiency are those of theoretical perfect 
competition and perfect knowledge within the mar- 
kets in which the firm operates — that is, in the 
` markets of labour, materials and capital, as well as the 
market for its product. 

Surely complete efficiency, like perpetual motion, 
is impossible to obtain, but individual improvements 
can always be made? 

As regards Mr R. D. Seall’s remarks, we feel that 
we must explain our concern is more for the flow of 
trafic on the road (progress) than for the stray 
chicken which may seek to cross it. A slack Highway 
Code does not prevent the operation of traffic police 
(management auditors), and even a new Code would 
not be able to deal with all minor incidents. 

In our opinion, a management audit would aim 
more at the elimination of traffic jams and reckless 
driving, than the preservation of the poultry 
population! Yours faithfully, 

Ge - FREDERICK A J. COULDERY, 
Hove, Sussex. ALLEN J. G. SHEPPARD. 


Staff Bonus Scheme 


Gm, — There is an apparent contradiction in the 
letter from ‘R. E? in your issue of February sth. 
How can there be a weakness in the scheme when 
the gross profit has increased by leaps and bounds? 
Surely that indicates outstanding success. 
Confidence in employers can be ruined and future 
incentive schemes made sterile if a bargain is not 
kept because it is too successful. And why should it 
not be kept? The employer has gained what he 
wanted. Is it so terrible that his staff are handsomely 
rewarded? Yours truly, 


J.S. C 


Tax Planning 


Sir, ~ With reference to your review of Tax Planning, 
by Munro and Potter, assisted by H. G. S. Plunkett, 
a former Inspector of ‘Taxes, I notice that at-ention 
is drawn to the sentence on page 6 containing the 
words ‘form of the rule 185 series’. If you Zook at 
page 73, it is clear by the references to forms Bro 
and R.185 E that the writer was familiar with these 
forms and the actual procedure in making claims. 
I apologize for this slip, but I would like to say that 
it is purely a printer’s error. 
Yours sincerely, 


London, WC2 H. G. 8. PLUNKETT. 


* 


Traders’ Credit System 


Sir, ~ In his letter published in your issue of February 
12th, Mr Dale states that a company employing this 
method of payment saves cheque poundage, whilst a 
receipt is not required from the payee. 

The second part of his statement is undoubtedly 
correct, but Mr Dale will find that his company’s 
bank account will be debited with the sum of twopence 
in respect of each amount paid by traders’ credit, so 
that there is no saving in cheque poundage. The main 
saving occurs in the drawing and signing of cheques, 
and in postage. It will be appreciated that a letter 
containing a cheque must be sealed and stamped with 
a 23d stamp, whereas a remittance advice, notifying 
the creditor that payment has been made to his 
bankers, need only be folded and stamped with a 
14d stamp. The payee of course is saved the trouble 
of endorsing and paying in a cheque, and need not 
send a receipt, thus saving a receipt stamp, a 14d 
postage stamp and the cost of an envelope. 

My company’s bankers provide us with a daily 
list of credits received from our customers, and in 
addition we find it advisable to obtain bank statements 
weekly. Bankers do occasionally fail to give notifica- 
tion of a credit, and it is embarrassing to press for 
payment of an account which has already been settled. 

It is not generally realized that séttlement of ati 
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account by traders’ credit frequently takes seven days 
due to the routine followed by bankers. Briefly, the 
System is that the instruction comes from the drawer 
to his branch bank, thence to that bank’s head office, 
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thence to the: head office of the payee’s bank, anda 
finally in the head office letter to the payee’s branch. 
Yours faithfully, 


Croydon, Surrey. H. G. 8. ROGERS. 


TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


In re Hooper’s 1934 Settlement 
In the High Court of Justice (Chancery Division) 


January 11th, 1955 
(Before Mr Justice DANCKWERTS) 


Income tax ~ Settlement for employees — Whether trusts 
void for uncertainty — Income Tax Act, 1952, Section 
224. 

The settlement was created in 1934 for the general 
purposes of the Pottery Trades’ Benevolent Institu- 
tion. The trust period did not infringe the rule against 
perpetuities, and the trusts of income were for the 
employees of a specified company, or for payment to a 


pension fund or scheme for providing pensions or. 


annuities to the employees of the company or their 
dependants. There was no provision for making 
‘payments to dependants directly. 

Repayment claims were made by employers in 
respect of sums received from the settled funds, but 
were rejected by the Inland Revenue on the ground 
that the trusts were void for uncertainty, and.that the 
sums in question were accordingly portions of the 
settlor’s income. 


Held, thai the trusts of both income and capital 
did not fail for uncertainty, and were valid. 


In re Hooper’s 1949 Settlement 
In the High Court of Justice (Chancery Division) 
ü January rrth, 1955 
(Before Mr Justice DANCKWERTS) 
Income tax — Settlement for employees — Whether trusts 
void for uncertainty — Income Tax Act, 1952, Section 
224. 

The settlemerit in issue was created by a deed dated 
May 4th, 1949, and was made in pursuance of the 
settlor’s desire to make provision for persons em- 
ployed in or connected with a named company and 
for the relatives and dependants of such persons, and 
for other benevolent purposes. During the trust 
period, which did not infringe the rule against 
perpetuities, the trustees were to hold the capital 
of the trust fund upon trust for providing pension 
funds for the employees or their dependants; in 
making grants, allowances or gifts to employees 
during sickness or incapacity, or to their dependants; 
in making grants, allowances and gifts to aged or 
incapacitated employees or their dependants; in 
makifig- grants, allowances or gifts to provide recrea- 
tional facilities; and in such other manner as the 
trustees might consider desirable for advancing the 
well-being, welfare or other interests of the employees. 


At the expiration of the trust period the remaining 
capital was to be applied to charitable purposes. 
The trust income was to be applied for the purposes 
already mentioned. 

Repayment claims were made by employees who 
had received sums out of the trust income; but the 
claims were rejected by the Inland Revenue on the 
ground that the settlement trusts were void for’; 
uncertainty, and that, therefore, the sums in question 
were portions of the settlor’s income. 


Held, (1) that the trusts as to capital were valid 
charitable trusts; (2) that the trusts of income were 
not void for uncertainty. 


Commissioners of Inland Revenue v. 
Transport Economy Limited 


“Tn the High Court of Justice (Chancery Division) 
December 21st, 1954 
(Before Mr Justice UPJOHN) ` 


Surtax — Undistributed income of company — Onus of 
proof — Inland Revenue not calling evidence — Right to 
begin — Income Tax Act, rgr8, Section 137 — Finance 
Act, 1922, Section 21, Schedule I — Finance Act, 1941, 
Section 35. 


The Special Commissioners. made a direction 
against the company, under Section 21 of the Finance 
Act, 1922, that the company’s income for the ac- 
counting period ended March 31st, 1949, should, for 
surtax purposes, be deemed to be the income of its 
members. ‘The company appealed, and at the hearing 
before the Special Commissioners it was submitted 
for the company that the burden of showing that 
the direction was justified on the facts was on the 
Inland Revenue, and that it was, therefore, for the . 
Inland Revenue. to open their case and call evidence 
in support. ‘The Inland Revenue contended that the 
burden was on the company to satisfy the Special 
Commissioners that the direction ought not to have 
been made, and that accordingly it was for the corn- 
pany to open its case and call evidence in support. 
It was common ground that the facts before the 
Special Commissioners, when the direction was made, 
were insufficient by themselves to enable the Special 
Commissioners on appeal to determine whether or 
not the direction should have been made. The Special 
Commissioners decided that the onus lay upon the 
Inland Revenue, whereupon their representative 
indicated that he did not intend to call any evidence, 
and the direction was therefore discharged. 


Held, that the Special Commissioners had acted 


D 
D 


correctly. š 
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Surtax 


Mr HoucuTon asked the Chancellor of the Exchequer 
(r) whether he is aware of the saving in work and 
staff to be gained by the transfer of much of the work 
on the assessment of surtax from the office of the 
Special Commissioners to local tax offices; and what 
consideration he has given to the matter; (2) what 
considerations of efficiency, convenience and economy 
have- led him to provide for the assessment and 
collection of surtax by a separate and centralized 
branch of the Inland Revenue. 

Mr Henry Brooxe: Supertax, and surtax which 
_teplaced it in 1927, have been handled by a centralized 
t office’ since supertax was introduced in 1909. The 

Board of Inland Revenue has recently considered 
whether it, is desirable and economical to transfer 
some of the work to local offices, but no decision has 
been reached pending consideration of any recom- 
mendations from the Royal Commission on Income 
Tax which might bear on the matter. 

Mr Ossorne asked the Chancellor of the Ex- 
chequer to give an estimate of the amount it would 
cost to increase the surtax limit from {2,000 per 
annum. to £2,500, £3,000, £3,500, £4,000, and 
£,5,000, respectively. 

Mr H. Brooke: The estimated costs in a full year 
of increasing the surtax limit from £2,000 to £2,500, 
£3,000, £3,500, £4,000, and £5,000, would be £24 
million, £41 million, £54 million, £65 million, and 


£81 million, respectively. These estimates assume. 


that ‘the rates of surtax charged on the successive 
slices of income above the new limits would be the 
same as at present. 


Hansard, Feb. roth, 1955. Oral Answers, Col. 2037. 


Entertainments Duty 


Mr Joun HALL asked the Chancellor of the Ex- 

chequer the yield from entertainment tax on the 

live theatre in each of the financial years 1951-52, 
- 1952-53 and 1953-54; and the estimated yield in the 
current financial year. 

Mr H. Brooxe: The receipts of entertainments 
duty allocated to theatres and music-halls were 
approximately {2:32 million in 1951-52 and {2-40 
million in both 1952—53 and 1953-54. The yield in 
the current financial year, during which the duty was 
reduced, is likely to be about {2-2 million. 


Hansard, Feb. roth, 1955. Oral Answers. Col. 2040. 


Depreciation and Investment Allowances: 
Dry Docks 


Mr BLENKINSOP asked the Chancellor of the Ex- 
` chequer whether he will reconsider the depreciation 
allowances granted on the development of new and 
extended dry-docks, so that the allowances can be 
calculated on the whole capital cost including 
excqvations. 
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Mr H. Brooxe: Expenditure on excavation already 
qualifies for the investment allowance. As regards the 
ordinary depreciation allowances, my right hon. 
friend must await the Report of the Royal Commission 
on Taxation. 


Hansard, Feb. roth, 1955. Oral Answers. Col. 2043. 


Dividends 


Mr Jay. asked the Chancellor of the Exchequer 
whether, in view of -inflationary tendencies now 
emerging in the British economy, he will take action 
to' ensure greater restraint in the payment of higher 
dividends. 

Mr Maup.inc: I can agree with the right hon. 
Member that restraint in the payment of dividends is 
still necessary. The most suitable way of ensuring 
this is by relying on the voluntary action of individual 
managements. 


Hansard, Feb. roth, 1955. Oral Answers. Col. 2046. 


Hire-purchase 


Mr OsBOoRNE asked the Chancellor of the Exchequer 
if he is aware of the inflationary pressure exerted by 
the recent increase in hire-purchase; and what steps 
he proposes to take to ‘check it. f 

Mr Maupin: The extension of consumer credit 
can lead to increased production as well as increased 
consumption so that it is wrong to assume that the 
whole effect must be inflationary. I agree, however, 
that there are dangers: and my right hon. friend is 
keeping a close watch on this as on other aspects of 
credit policy. ` 

Mr OsBoRNE: Is my hon. friend aware that the 
hire-purchase interest rates exceed 20 per cent, that 
this puts up the cost of the article, and it is helping to 
increase the cost of living? Will he take some steps to 
see that these exceedingly high interest rates are cut 
down? | 

Mr MAGUDpLING: This is certainly an interesting 
point, but one must remember that in so far as hire- 
purchase increases production it contributes to 
bringing down production costs. 


Hansard, Feb. roth, 1955. Oral Answers. Col. 2049. 


Post-war Credits: Repayment 


Mr E. JoHNSON asked the Secretary to the Treasury 
the average time taken to acknowledge receipt of post- 
war credit certificates sent with an application for 
repayment. 

Mr H. Brooke: The receipt of a claim to payment 
of post-war credit is not normally acknowledged if 
the payment is likely to be made within a week. In 
other cases an acknowledgment is sent by return of 
post. i 


Hansard, Feb. 10th, 1955. Oral Answers. Col. 2050. 
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The following is a list of Associates elected to Fellow- 
ship at the Council Meeting held on February znd, 
1955, who completed their Fellowship before 
. February 15th, 1955. 

Associates elected Fellows 


Adams, Eric David; 1949, A.C.A.; (J. A. Heselton & Son), 
_ Cavendish House, 12 Piccadilly, Bradford. 
Apps, Frank Ewart Cayford; 1930, A.C.A.; (Stanley King 
& Co), 201 Great Portland Street, London, Wr. 
Ash, John Garton, M.C., M.A. 1949, A.C.A.; (James, 
ro & Co), Salisbury House, London Wall, London, 
2. 


Boase, Cyril; 1946, A.C.A.; (Glass & Edwards), 3 Stanley 
Street, Liverpool, 1. 

Briski, Martin; 1948, A.C.A.; (Gollop, Kandler & White), 
ror Hatton Garden, London, EC, 

Bussell, John Oatway; 1933, A.C.A.; (*H. Barrett, Son & 
Taylor), 147 High Street, Ilfracombe, and at Barnstaple 
and Bideford. 


Carmichael, ‘Thomas Michael, M.A., LL.B., T.D.: 1947, A.C.A. 
` (Buckley, Hall, Devin & Co), 82 King William Street, 
London, EC4. 

Chermside, Robert Alexander; 1939, A.C.A.; (Tribe, 
` Clarke & Co), Albion Chambers, Small Street, Bristol, x; 
also at London (Tribe, Clarke, Painter, Darton & Co); 
Rochester and Sittingbourne (Tribe, Clarke, Darton & 
Pollock), and Swansea (Tribe, Clarke, Montgomery 
Williams & Co). 

Cooke, Derek Francis Lawrence; 1948, A.C.A.; (*Slater 
Chapman & Cooke), 157 Victoria Street, London, SWr. 

Creer, Denys Leslie Terrey, MA: 1949, A.C.A., (Creer, 
Etty, Rank & Co), 8 Coppergate, York. 


Duff, Colin Holman; 1948, A.C.A.; (Sturges, Fraser, Cave 

- & Co), 1 Guildhall Chambers, 31-34 Bastnghall Street, 
London, EC2, and at Godalming, and Kingston upon 
Thatnes. 

Duthie, Robert Alan; 1939, A.C.A.; (*Duthie & Son), 4 
Victoria Place, Carlisle. 


Elliott, Norman Cassleton, M.A,; 1947, A.C.A.; (*Cassleton 
Elliott & Co); 4-6. Throgmorton Street, London, ECa, 
and at Ipswich; also at Accra, Kumasi and Takoradi, 
Gold Coast Colony; Freetown, Sierra Leone; and Jos, 
Kano and Lagos, Nigeria. 


Farnes, Reginald Frederick; 1936, A.C.A.; 132 Winchmore 
Hill Road, Southgate, London, N14, and (R. F. Farnes 
& Co), 159 Praed Street, London, W2. 

Finnis, John Temple; 1935, A.C.A.; (Prideaux, Frere, 
oo & Co), 12 Old Square, Lincoln’s Inn, London, 

2. 


Glass, Duncan Robertson, M.A.; 1930, A.C.A.; (D. R. Glass 
Co), 40-42 George Street, London, Wr, 

Glass, John William; 1935, A.C.A.; (Glass & Edwards), 3 
Stanley Street, Liverpool, 1. 

Guillem, Lionel Francis; 1948, A CA: (Helmore, Helmore 
& Co), 3 Grosvenor Gardens, London, SWr. 

Hawkins, Lawrence William; 1949, A.C.A.; (*Dommett 
Soper & Co), Copthall House, 13 Copthall Avenue, 
London, EC2, and at Leigh-on-Sea. 

Holloway, John Stanley, B.com.; 1938, A.C.A.; (Muras & 
Co), 49 Queen Street, Wolverhampton. 

Huyton, Walter Reginald Swift; 1938, A.C.A.; (James 
SS & Co), 7 Winckley Square, Preston, and at Black- 
poal. 

Irvine, Leonard; 1938, A.C.A.; (Sinclair, de Mesquita & 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute., 


Co), and (Sinclair, Furman & Co), 15 New Street, 
Bishopsgate, London, ECa2. 
Jackson, Kenneth; 1936, A.C.A.; (Ernest W. Atkinson & Co), 
158 High Street, Wealdstone, Harrow, Middlesex. 
Jeffery, Frank; 1937, A.C.A.; (*Bocock, Jeffery & Co), 
College Chambers, 110 Green Lane, Derby. 


Jones, George Edward; 1939, A.C.A,; (T. & J. Sawyer & Co), 


31 Budge Row, Cannon Street, London, EC4. 


Keeping, Donald Claude; 1948, A CA: (Kay, Keeping & 
Co), 51 New Cavendish Street, London, W1. 


Mace, Charles Roy Knevett; 1948, A.C.A.; (Williams, 
Dyson, Jones & Co), (Frank Witting & Son), and 
(Carlton Killby & Co), 251-252 Dashwood House, 
Old Broad Street, London, EC2. 

More, Roger Henry, B.A.; 1948, A.C.A.; (Woodthorpe, 
Bevan & Co), Leadenhall Buildings, 1 Leadenhall Street, 
London, EC3, and at Crawley. 

Morton, William Herbert; 1937, A.C.A.; (M. S. Bradford & 
Co), Manfield House, 376-379 Strand, London, WC2. 


Nash, William Mathew Howard; 1949, A.C.A,; (J. & A. W. 
Sully & Co), Oxford Chambers, 558 Oxford Street, 
Weston-super-Mare, and at Bristol, Burnham-on-Sea, 
and London. ` | 

Orman, Sidney James; 1940, A.C.A.; (Tribe, Clarke & Co), 
Albion Chambers, Small Street, Bristol, 1; also at London, 
(Tribe, Clarke, Painter, Darton & Co); Rochester and 
Sittingbourne, (Tribe, Clarke, Darton & Pollock), and 
Swansea, (Tribe, Clarke, Montgomery Williams & Co). 

Owen, Michael Sydney; 1948, A.C.A.; (Edward Rawcliffe & 
Co), 23 King Street, Blackpool. . 

Pearson, Ronald Clifford; 1948, A CA: (F. F. Leach & Co), 
49 Št James's Street, London, SWr, and at Richmond. 

Parker, Reginald; 1939, A CA: (*Mason, Parker & Co), 31 
High Street, Rayleigh, Essex. 

Plewman, Thomas Langford, B.A., B.com.; 1941, A.C.A,; 
(A. C. Palmer & Co), Court Chambers, Friar Lane, 
Leicester, and at Bedford, London, Northampton and 
Rushden. 

Pocock, Brian Ivo; 1949, A.C.A.; (H. S. Humphrey & Co), 
17 Gildredge Road, Eastbourne. 


Reber, Frank Rudolf; 1947, A.C.A.; (W. B. Keen & Co), 
Finsbury Circus House, Blomfield Street, London, ECa, 
and at Brighton. 

Rich, Arthur Lionel William; 1932, A.C.A.; (Stanley King 
& Co), 201 Great Portland Street, London, W1. 

Sharman, James Edward; 1947, A.C.A.; (P. & J. Kevan), 12 
Acresfield, Bolton, 

Sokel, Abraham Sidney; 1949, A CA: (Sinclair, Furman & 
Co), 15 New Street, Bishopsgate, London, EC2. 

Stirrup, John West; 1936, A.C.A.; (R. Stirrup & Son), 33 
Cannon Street, Preston. 

Strevens, Victor Newell; rç49, A.C.A.; (*Clay & Lloyd), 
Bank Chambers, 83-85 St Mary Road, Walthamstow, 
‘London, E17. 

Thomas, Derek Havelock; 1948, A.C.A.; (W. A. Henderson 
& Co), 9 Clement’s Lane, London, EC4. 

Weyman, Joseph Stanley, B.A; 1949, A.C.A.; (Foster, 
Weyman & Co), Botolph Chambers, 119 Bishopsgate, 
London, ECz. 

Wheeler, Russell Clarence Percy; 1936, A.C.A.; (Norman 
Green & Co), 33 King Street, Sudbury, Suffolk. 

Whitehouse, Eric Bernard; 1938, A.C.A.; (Whitehouse, 
Hopkinson & Co), Prudential Chambers, 35 Bridge Street, 
Walsall. 

(Not in England and Wales) 

Smith, Thomas Edward; 1931, A.C.A.; (*Casselton Elliott 

& Co), P.O. Box 242, Accra, and at Kumasi and Takoradi, 
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Personal 


Messrs LAMBERT & Co, Chartered Accountants, of 
34 ‘Clare Road, Halifax, announce that, as from 
February Ist, 1955, Mr DEREK Jackson EVANS, 
A.C.A., has been admitted as partner in the firm. 
The style of the firm will remain unchanged. 
Messrs WOOLGER, HENNELL, SCOTT-MITCHELL & 
Co, of Moorfields Chambers, 165-167 Moorgate, 
London, ECz, announce the retirement from the 
firm of Mr S. V. Scorr-MITrCHELL, C.A., who has 
been in indifferent health for some considerable time. 
Mr GEORGE C. WILKINSON, Incorporated Ac- 
countant, of Middlesbrough and Redcar, announces 
— that Mr Ion Corin PROUDLER, Incorporated 
° Accountant, will join him in partnership as from 
March Ist, 1955. Mr PROUDLER has been a member of 
the Redcar staff for some time. The firm name will 
be GEoRGE C. WILKINSON & Co. As from February 
28th, 1955, the Middlesbrough practice will be 
conducted from new premises at South House, 136 
Borough Road, Middlesbrough. Telephone numbers: 
Middlesbrough 44112 and 44113. 
‘Messrs LAMBETH, JOHNSTONE & Co, Chartered 
_ Accountants, of 160 Piccadilly, London, Wr, an- 
' nounce that Mr C. H. CLemetson, F.C.A., retired from 
the practice as from January 31st, 1955. 

Messrs Hare & Co, Accountants of 12 and 14 
Jury Street, Warwick, announce that Mr THomas 
DONALD KELLY, A.C.A., has been admitted to partner- 
‘ship as from February 7th, 1955. The practice will be 
carried on under the same style as hitherto. 

Mr H. ROSE, F.S.A.A., A.C.LS., and Mr D. F.-Gay, 
F.S.A.A., practising as Farr, Rose & Gay, Incorpor- 
ated Accountants, announce that they have taken 
into partnership Mr R. M. FILER, A.C.A., A.S.A.A., 
who has been associated with them for the past 
eighteen months. The style of the firm is unchanged. 


Professional Notes 


Mr R. P. Cooper, A.C.A., chairman and managing 
director of George Mason & Co Ltd, has been 
elected chairman of Oliver Typewriter Manufacturing 
Co Ltd. 

Mr John T. Davey, a.c.a., has been appointed 
group accountant of British Lion Films Ltd. 


Obituary 
CHARLES HERBERT HARVEY, A.C.A. 
We have learned with regret of the recent death at his 
home in Swansea, of Mr Charles Herbert Harvey, 
A.C.A. 

Mr Harvey was admitted an Associate of the 
Institute in 1898. Until his retirement in 1930 he was 
senior partner in the firm of John F. Harvey & Sons, 
Chartered Accountants, of Swansea, which firm was 
established by his father Mr J. F. Harvey, F.c.a., who 


, was admitted.to membership of the Institute on the ` 


granting of the Charter. 
L 
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Chartered Accountants’ Golfing Society 
Members of the Chartered Accountants’ Golfing 
Society are entertaining at dinner Mr D. V. House, 
F.c.A., President of The Institute of Chartered Ac- 
countants in England and Wales, who has been 
honorary secretary of the Society for many years. 
The dinner is being held next Friday at the Tallow 
Chandlers’ Hall, in London. 


Special Seminar at Incorporated Accountants’ 
Hall 
Professor H. F. Craig, Professor of Business Ad- 
ministration, Graduate School of Business Adminis- 
tration, Harvard University, Boston, has accepted an 
invitation from Professor F. Sewell Bray, to conduct a 
seminar at Incorporated Accountants’ Hall on 
Thursday, March roth, at 6 p.m. The subject will be 
‘A case study discussion on an investment proposal 
involving cost calculations and alternative proposals’. 
All accountants and students wishing to attend are 
asked to notify Mr T. W. South, at Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, WC2, giving the address to which the case 
study material should be sent when it is available. 
No tickets are required. 


London Firm’s Dinner and Dance 


A most enjoyable dinner and dance was held by 
Messrs Viney, Price & Goodyear, Chartered Ac- 
countants, at The Rembrandt Hotel, London, on 
February 4th; some 160 members of the staff and their 
guests attended. The toast of “The staff’ was proposed 


“by Mr F. W. Le Blount Lean, F.c.a., who has been a 


partner in the firm since 1902, and Mr W. T. 
Richards replied. 

It is interesting to note that the firm’s practice is 
thought to date back to 1816 or earlier. In fact, the 
original firm is shown in the City of London directory 
for 1828 under the title of Parrinton & Sons, 
practising at 22 Milk Street, off Cheapside. The title 
of the firm subsequently changed to Parrinton & 
Ladbury, then to Ladbury, Collison & Viney, and 
finally in 1892, to Viney, Price & Goodyear. 


American Award for Revised Accounting 
System 
Mr Nigel J. Rhymer of Fairford, Gloucestershire, has 
received an award from the American Third Air 
Force for producing a revised system of accounting 
which is to be adopted by all major bases of the 
American Air Force in the United Kingdom. 

A letter of commendation received by Mr Rhymer, 
who is employed at the United States Air Force 
Base, Fairford, said: ‘It is most gratifying to see that a 
British civilian employee has taken such an interest 
in improving the efficiency of our operation. Thamerit 
of your suggestion is reflected in the fact that the 
procedure you developed has been adopted for use 
by the 7th Air Division.’ 
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Northern Chartered Accountant Students’ 
Society 


ANNUAL DINNER IN NEWCASTLE 


Nearly sixty members and guests were received by 
the President of the Northern Chartered Accountant 
Students’ Society, Mr F. M. Kellett, F.C.A., and the 
Chairman, Mr R. J. Churchill, M.A., A.C.A., when the 
Society’s annual dinner was held at The County Hotel, 
Newcastle upon Tyne, on February roth. 

The Lord Mayor of Newcastle, Alderman Colonel 

R. Mould-Graham, 0.B.E., M.C., T.D., D.L., J.P., F.C.A., 
attended as guest of honour, and also present were: 
The Hon. Denis G. Berry, T.D., Managing Director, 
‘Newcastle Chronicle and Journal Ltd; Mr J. H. 
Jackman, A.c.1.8., of Vickers-Armstrong Ltd; Mr 
T. C. Squance, 0.B.E., T.D., D.L., B.A., F.C.A., President, 
Northern Society of Chartered Accountants; Mr R. P. 
Winter, M.C., T.D., D.L., F.C.A, a member of the 
Council of the Institute; Mr S. A. Middleton, A.C.A., 
Hon. Secretary, Northern Society of Chartered 
Accountants; and 


Messrs W. A. Bolton (Manchester Student’ Society) 
R. V. Booth (Bradford Students’ Society); P. Chapman 
(‘The Accountant’); K. P. Chitty, Barrister-at-Law; 
I. H. Greig (Aull Students’ Society); J. J. March (Barclays 
Bank Limited); N. J. Masterton (Birmingham Students’ 
Society); A. O’Donnell (Liverpool Students’ Society); 
K. N. Turnbull, a.c.a. (Accountant, W. B. Reid & Co Ltd); 
P. R. Whitelock (Leeds & District Students’ Society). 


Responding to the toast of ‘The City and County of 
Newcastle upon Tyne’, proposed by Mr R. Rickaby, 
F.C.A., the Lord Mayor referred to his term of office as 
honorary secretary of the Society in 1913. He went on 
to describe Newcastle as the metropolis of the North, 
and declared that it was up to its present citizens 
to maintain its position. He said that it was good 
to see chartered accountants taking part in public 
affairs, but he hoped that more would come for- 
ward for this important voluntary work. The 
Lord Mayor concluded by wishing good luck to the 
members of the Society in their examinations. 

The toast “The Society’ was proposed by the Hon. 
Denis Berry. Speaking of the profession as an 
honourable one, ‘one we cannot do without’, he said 
that ‘we in industry need your art as much, if not more, 
than in your own profession’. From industry’s 
viewpoint, he said that he believed it far better for a 
young chartered accountant to spend a certain number 
of years in practice before entering industry rather 
than to join a company straight after the examinations. 

In the course of his reply to the toast, Mr Churchill 
outlined some of the Society’s future activities, 
mentioning the residential course which is to be held 
in Durham in April. He also commented on the good 
progress of the Society’s north-western branch at 
Carlisle. 

The toast of ‘Our Guests’ was proposed by Mr 
P. We Jowett, B.A., and Mr J. H. Jackman replied. 

The thanks of the Society were expressed to Mr 
Robert Nelson, Secretary, for his work in organizing 
a most successful and enjoyable function. 
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The Chartered Accountant ‘Students’ Society g, 


of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m.: Lecture on ‘Development finance’, by 
Mr Cecil Rait, M.C., T.D., Deputy Chairman, Charter- 
house Industrial Development Co Ltd. Chairman: Si 
Harold Barton, F.c.A. i 

Wednesday, 5.30 p.m.: Debate on the motion ‘Regretting 
that mass production displaces the craftsman more and 
more’. 

Thursday: Visit to Ford Motor Works (limited party). 

Friday, 5.15 p.m.: Introductory course lectures on (1) 


‘Financial institutions’; (2) “The law on banking’. 


7,0 p.m. (at Chelmsford): lecture on ‘Foreign income’, 
by Mr H. W. May. 


BADMINTON MATCH 
The return badminton match between The Chartered 
Accountant Students’ Society of London and Uni- ` 
versity College, London, was played on Saturday, 
January 22nd. 

The match which took place at Bishopsgate 
Institute, ended in a win for University College, 
by six rubbers to three. 

Members of the Society team were: J. King and 
J. H. Flew; D. B. Ince-Jones and T. Srivichit; 
D. Cormie and P. W. Pullen. 


Management Conference at Southport 


The second North Western Management Conference 
to be organized by the British Institute of Manage- 
ment (and the Blackburn, Manchester and Warrington 
Branches of the Institute of Industrial Administration) 
will take place at Southport on March 18th—rgth. 

The theme of this year’s conference is ‘Manage- 
ment and modernization’ and among the subjects to 
be considered — both at formal conference sessions 
and informal discussion groups— will be automation, 
the financing of re-equipment, and the human 
problems of modernization. Sir Charles Goodeve, 
O.B.E., director of the British Iron and Steel Research 
Association will give the opening address, and Mr 
Graham Hutton, opp, will speak at the closing 
dinner. Mr R. W. Douglass, A.C.A., financial account- 
ant, Chloride Batteries Ltd, will act as chairman at 
one of the two meetings to be held on Saturday 
morning, March roth. 

Further information about the conference may be 
obtained from the Conference Secretary, P.O. Box 
No. 483, British Institute of Management, Manage- 
ment House, 8 Hill Street, London, Wr. 


SEVENTY-FIVE YEARS AGO 
From The Accountant op FEBRUARY 21st, 1880 


Extract from leading article entitled 
The Government Bankruptcy Bill (I) 


In our previous issue we gave a summary of the 
latest attempt of the present Government to amend the 
law of bankruptcy. Since then a course which we have 
frequently urged as most desirable, has been adopted, 
and the bill referred to a Select Committee. This is by 
far the most satisfactory part of the announcement, To 
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have accepted a bill based on the lines of the measure 
~ proposed last year, would only have made confusion 
worse confounded; and although the present measure is 
not cast in the ambitious form of its predecessor, and 
simply aims at being an amending and not a con- 
solidating act, it would have been equally foolish to 
have legislated without the preliminary investigation 
_ of a Select Committee in this case. 

-One feature in the short debate which preceded the 
formal adoption of the course above-named will be 
hailed with satisfaction by most people, and that is the 
unanimity manifested by the Attorney General and 
the hon. members who took part in the discussion on 
the point that the fundamental principle of the Act of 
1869—viz. creditorial control as opposed to official- 


THE ACCOUNTANT 


227 


ism—is the right one, and that legislation should take 
the form not of abolition but of amendment of the 
provisions therein enacted. One point in this pre- 
liminary debate should be remarked upon in passing.as 
evidencing the exaggerated and unpractical manner in 
which questions of this sort are often regarded by our 
legislators. Mr. Osborne Morgan gave prominence to 
the Comptroller’s statement that twenty-five millions 
are lost annually in this country by bad debts. Now 
we do not know how the Comptroller arrived at these 
figures, nor is it important to inquire, our object 
being simply to draw attention to the fallacy involved 
in alleging a stupendous total of bad debts as a primary 
element in the consideration of reforms in bank- 
ruptcy administration. .. . 


THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS ` 


Results of Examinations held in December 1954 
SUCCESSFUL CANDIDATES - HOME CENTRES 


FINAL EXAMINATION 


PARTS A AND B 


First Place (S. Laurence Gill Prize) 
Abbott, Frederick, East Ham, London. 


Clarke, N. K., Woodford, Essex. 


Donald, A. G., Sheffield. 
Doull, J. G., Preston. 
Dunsmuir, D. D., Bearsden, Dumbs. 


Gadd, L. H., Cheam, Surrey. 
Hardy, L., Chadwell Heath, Essex. 


Hornby, K., Preston. 
Hume, J., Edinburgh. 


Metcalfe, T: H., 


Jones, D., Port Talbot. 


MacFarlane, J. R., Bristol. 
Otley, Yorks. 


Padley, J., Sheffield. 
Rouse, H. C., Norwich. 


Samaratunga, S., Hampstead, London. 
Scholes, E., Biggleswade, Beds 
Sedcole, J., Woodford, Essex. 


Smith, L., Brighouse, Yorks. 
Smith, N. R., Ormskirk. 
Statham, J., Stockport. 
Steer, L. A., Chichester. 


Troutman, F., Coventry. 


Williams, C. D., Coventry. 

Williams, N., Heswall, Cheshire. 
Wright, W. H., Leytonstone, London. 
Wrinch, R. P., Hampstead, London. 


.93 candidates sat. Of these, 26 candidates (as listed above) passed A and B; 6 candidates passed Part A only; 2Ir candidates passed 


Part 


only; 40 candidates failed to secure any pass. 


PART A (COMPLETING FINAL) 


Almond, K. T:, Hounslow, Middx. 


Chatterjee, K. B., Golders Green, London. 


Francis, F. G., Eccles, Lancs. 


Church, H., Letchworth, Herts. 


Bacon, R. R., Urmston, Lancs. 
Beaver, E. P., Nottingham. 
Bickell, K. L., Bristol. 

Blake, B. W., “Burton upon Trent. 
Bolus, G. E., Dartford, Kent. 
Brotherton, G. J., Cheltenham. 

és Fulham, London. 

. S., Poole. 

Burton, A., Darlington. 


Caines, R. E., Bristol. 
Chadwick, C., Stockport. 
Charlton, 'M. A. Kensington, London. 


Cordwent, 


Edwards, G., Burgess Hill, Sussex. 
Bow, London. 


Eve, C., 


Cliff, W. A., Palmer’s Green, London. 
Cooper, J. A., Chiswick, London. 

H. G. A. Tolworth, Surrey. 
Craig, D., Airdrie, Lanarks. 


Dennison, H., Rossendale, Lancs. - 
Duff, J. H. B., [lford, Essex. 


Fairhurst, J., Wigan. 


Goodwin, A. E., Wolverhampton. 
Gower, A. G., Rotherham. 

Grant, J., Coatbridg e. 

Gray, L, LA., Gidea | Park, Essex. 
Greener, | J. S., Sunderland. 

L. J., Wotton-under-Edge, Glos. 
Kc C.F F., Wellington, Salop. 


Harris, L., Birmingham. 

Harrison, J. A., Durham. 

Hart, T. G., Wolverhampton. 

Hewitt, N. F., Openshaw, Lancs. 
Hewitt-Symonds, K. A., Newport, Mon. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) ` 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





228 


Hindmarsh, A. H., Sherborne. 
Holmes, R., Derby. 
Hughes, R. aie Eastleigh, Hanss, 


Juden, E. C., Surbiton, Surrey. 


Latham, D. A., Brixton, London, 
Lay, H. S. G., "Dalston, Londcn. 
Lewis, B., Buckley, Flints. 


Mahony, i . E. 
Miles, iM. F., Chesterfield. 
Miller, A A; Southport. 
Moane, P. G., Newbridge, Eire. 


Neillie, F. C., Dunfermline. 


A., Queens Park, London. 


THE ACCOUNTANT 


Owler, L. W. J., Leeds. 


Pascoe, E. A., Manchester. 
Pyott, G. J ., Dundee, 


Rennie, J. D., Glasgow. 
Richardson, K. Sheffield. 
Roebuck, J. F., Leeds. 


Scott, P. Ka SE Beds. 

earle, L Willesden, London. 
Shepherd, J. i ' Blackburn, 
Sheppard, L, F., Wembley. 
Simkin, S., Bury, Lanes. 
Smith, G. W., Newcastle upon Tyne. 


February 19th, 1955 


Stevenson, J. Mel. Nottingham. 
Strachan, H., Nuneaton. 
Studley, C. ia ., Bristol. 
Swinburn, A., Aberdare. 


Taylor, D. R., Sheffield. 
Tornion À. W., Manchester. 


Tunks, H ., Richmond, Surrey. 
Wade, S. H. C., Stafford. 
Welsby, He e Lancs. 


White, Brian, Stockton upon Tees. 
Whytock, R. L., Putney, London. 
Wilkinson, A. E., Leeds, 


Yates, A. M., Manchester. 


324 candiaates sat. Of these, 74 candidates (as listed above) passed and 250 candidates failed. 
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ORIENTATION 


NE of the commonest excuses for departing from perfection 

of performance is over-work. In consequence, the harder 

pressed the professional man is by day-to-day affairs, the 
more imperative it is that he should occasionally pause and con- 
sider. He is in a specially vulnerable position for, by reason of his 
status, he is expected not only to produce a consistently high level 
of work, but also to set and maintain impeccable ethical standards 
in his own particular sphere of activity. In theory, the two should 
always be complementary but, in practice, the innocent desire to 
please a client who is in a hurry is sometimes inimical to con- 
sidered opinion and, if haste becomes habitual through having too 
much to do, the whole balance of impartial judgment may be 
seriously endangered. 


Many harassed accountants will doubtless be grateful to Sir 
THOMAS ROBSON, M.B.E., M.A., F.C.A., for setting down so clearly 
in a recent lecture, which we reproduce in this issue, his own 
philosophy of professional ethics. He deals both with the general 
and the particular and while each section is admirable, it is, above 
all, his three golden rules of professional conduct which perhaps 
merit the most attention. ‘The fact that they might be applied by 
a member of any other profession to his business relationships 
enhances rather than detracts from their value. The first concerns 
the man himself and requires that he should be honest both with 
himself and with others and possess integrity, character and 
common sense. The second, of equal importance, relates to his 
actions towards others and says, in effect, that he must do as he 
would be done by. The third exhorts him to do all he can to 
maintain the esteem and respect of his profession and of the 
professional body to which he belongs. The order in which Sm 
THomaS has placed his three precepts should also be noted. All 
true loyalties must radiate outwards from the individual and the 
man who is scrupulously honest with himself is much more likely 
to keep good faith, in turn, first with his colleagues and clients 
and then with his profession and the public which it serves both 
directly and indirectly. 


Aristotle held that a life of virtuous activity was subordinate 
and inferior to that of the philosopher. The accountant, in some 
respects, has to combine both states in the course of his career. 
This he can do successfully only if he works out and then rigidly 
adheres to a code of ethics which will enable him to serve the 
business community conscientiously without jeopardizing the 
qualities of integrity, impartiality and independence which have 
come to be associated with his profession. 


è 
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ANNUITANTS’ RIGHTS x 
“AGAINST TRUST FUNDS 


by W. H. D. WINDER, M.A., LL.M. 


annuities payable under a will or trust deed 

cannot be met out of the current income of 
the trust fund, or of the particular fund which is 
primarily resorted to for payment. In this situa- 
tion, legal questions arise as to the rights, if any, 
of the annuitant over the capital and over 
accumulations of income from earlier and happier 
years. Other legal problems also present them- 
selves. Roxburgh, J., was surprised to find 
nothing in the law reports resembling the case of 
In re Cameron ([1954] 1 W.L.R. 1375) as, 
though it was a type of case which would have 
been unlikely to occur before the Second World 
War, there must be many settlements in existence 
under which similar legal issues arose. 

The background to the case was this. A 
testator provided that his widow should receive 
a specified portion of income, with a proviso 
that if it fell short of a certain sum free of income 
tax and surtax, it (that is to say, the aliquot 
portion of income of the residuary trust fund) 
should be made up to a specified sum. As 
Roxburgh, J., observed, the whole approach 
to the problem must be artificial, because if 
there was one thing that could be predicated 
with certainty it was that the testator, who died 
in the year 1929, never considered the possibility 
that, owing to the lamentable events since that 
date, the income of his estate in any particular 
year might fall short of the amount required to 
provide the full sum which he intended his widow 
to have. This was stressed because much had 
been said in the case about giving priority to an 
intention to benefit his widow. It was obvious 
that he did intend her to be amply provided for 
but it was held not to be possible to interpret the 
will in any other manner than by looking strictly 
at the words which he used. 


I: is often found at the present time that 


Annuity Charge on Capital or Income 


The many decisions on the interpretation of 
annuity instruments distinguish between an- 
nuities which are a charge on the capital out of 
which they are paid and those which are a con- 
tinuing charge on the income of that capital. 
But by no means all annuities which are not a 
charge on capital are what is called ‘a continuing 
charge on income’. They may or may not be 


according to the construction to be put upon the 
terms of the will or trust instrument. If the 
annuity is a charge on capital which is, or becomes, 
insufficient to produce the designated amount of 
annuity, then the annuitant can take the capital. 
He will cease to be an annuitant and will take 
the cash in hand. 

There are certain principles of construction 
which are well established. Where, for instance,.. 
in a will there is a bequest of an annuity, the ` 
residuary legatees or the other persons becoming 
entitled to the testator’s residuary estate can only 
take that estate on the terms of paying or pro- 
viding for the payment of the annuity in full. 
The annuity is a charge on the whole income 
and corpus of the residuary estate just as much 
if it were an ordinary pecuniary legacy 
often the annuity arises under a trust to 
If the trust be one to pay the annuity o 
capital of a trust fund, no difficulty cat 
But where the trust is one to pay the annuity 
out of the income of a trust fund it is very often 
a matter of considerable doubt whether the 
arrears of the annuity in one year can be paid 
out of the income of a subsequent year. 

The language of the instrument may, indeed, 
make it clear that the instalment of the annuity 
for one year is only to be paid out of the income 
for that year. But even when the actual trust for 
the payment of the annuity might be construed 
as a charge on income only, the later words in 
the instrument may show that the arrears in any 
year are to be raised out of the corpus of the 
trust fund. Such will be the case if the corpus 
be given nor merely ‘subject to the trust for 
payment of the annuity’ but ‘subject to the pay- 
ment of the annuity’. For these, or words to the 
same effect, indicate that the corpus is only to be 
taken on the terms that the annuity is paid in 
full, and the trust to pay the annuity out of the 
income for each year is regarded as being directory 
only and not as limiting the rights of the annuitant. 


d 
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Surplus Income 


But now take the case of a trust to pay an annuity ` 
out of the income of a trust fund without any 
subsequent indication being given that the 
annuity is in any case to be paid in full, and 
without any express words confining the annuity 
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f for any one year to the income of that year. 
Under such a trust, according to the decision in 
In re Coller’s Deed Trusts ([1939] 1 Ch. 277, CA) 
the annuity is prima facie a continuing charge 
upon the income of the fund, and the annuitant 
will be entitled to have the income impounded 
until all arrears of the annuity are paid. But what 
is to happen to the surplus remaining in any 
year after the annuity and all arrears up to that 
time have been satisfied? Romer, L.J., in the case 
just cited, said that the annuitant is in strictness 
entitled to require that the surplus income in 
any year, after keeping down the current in- 
stalments of the annuity and any existing arrears, 
shall be accumulated for the purpose of meeting 
‘subsequent instalments. Any directions in the 
instrument creating the annuity that are in- 
consistent with this right indicate that in law the 
annuity is not meant to be made a continuing 
charge on income. 

This will be the case whenever the instrument 
provides that any surplus income in any year 
after the current instalment of the annuity is to 
be paid to other persons. Thus in Stelfox v. 
Sugden (John. 234) a testator directed the trustee 
of his will out of the income of his residuary 
estate to pay to his widow during her life an 
annuity of £100 and declared that his trustees 
should during her life divide and pay the residue 
of the income for the benefit of various beneficiar- 
ies who did not include the widow, and that from 
and after the decease of his widow his trustees 
should stand possessed of the residue of the trust 
moneys on trusts in favour of other persons. The 
widow’s annuity having fallen, into arrear, it was 
contended on her behalf that the annuity was 
charged on corpus. This contention was rejected 
because of the trust of the surplus income during 
the widow’s lifetime. If the annuity had been a 
_ charge on corpus, or a continuing charge on 
income, the result would have been that after her 
death the persons then entitled to the trust fund 
would have been obliged to made good thereout 
all arrears of her annuity, without any recourse 
against those persons who, during her lifetime, 
might have received surplus income. This result 
was regarded by the Court as an absurdity which 
the testator could not have contemplated. 


Payment of Surplus Income to Others 
If the annuity is not a charge on capital or a 
` continuing charge on income, then the trustees 
may safely pay over to other persons entitled, the 
surplus income from the fund out of which the 
annuity is paid. 
In re Coller’s Deed Trusts, according to the 
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interpretation of the Court of Appeal, is an 
illustration. By a deed of family arrangement, 
the residuary estate of a testator was to be held 
upon trust to pay three life annuities in the form 
of weekly sums, of which one was payable to 
B. during her widowhood. The deed also con- 
tained a trust during the widowhood of B. to 
pay or apply the whole or any part of the balance 
of the income on certain trusts and an ultimate 
trust as to capital and income for the testator’s 
four sons. 

It was held that the weekly sums were neither a 
charge upon corpus nor a continuing charge 
upon the income of the residuary estate. The 
reasoning of the Court was that the direction 
regarding the balance showed unmistakably that 
the parties to the deed intended that the weekly 
sums in any year should be paid out of the in- 
come of that year and out of that alone. The 
express trust for distribution of the surplus 
income was a plain indication that the weekly 
sums were not intended to be a continuing 
charge upon the income of the trust fund. The 
weekly sums had in fact fallen into arrear. It was 
held that the widow could not resort to capital, 
to other income, or to earlier surplus income which 
might have been accumulated but was not. Nor 
were the trustees bound to have accumulated any 
surplus incomesere might have been. 


Retention of Surplus Income 

It might have been thought that when an annuity 
is a charge on the capital or is a continuing 
charge on the income, the trustees should have 
the right to retain surplus income for the purpose 
of making good a possible or contingent deficiency 
in a future year. Yet it appears from the decision 
in In re Platt ([1916] 2 Ch. 563) that there is no 
such right although if there is a deficiency of 
income in any year, that deficiency would have 
to be made up out of any surplus income in a 
subsequent year (if the annuity is a charge on 
capital or a continuing charge on income) or out 
of a sale of a sufficient portion of capital (if the 
annuity is a charge on capital). 

The facts in In re Platt were that a testator 
bequeathed one-sixth share of his residuary 
estate to trustees upon trust out of the income 
thereof to pay to his widow during her life an 
annuity of £1,000 a year, and ‘subject thereto to 
permit the same share and the income thereof’ 
to devolve under trusts declared or referred to in 
favour of the testator’s son and daughter and their 
issue. The residuary estate consisted mainly of 
securities and shares in a company, and while the 
ordinary shares paid anything like the dividend 
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which they had paid in the past there was amply 
sufficient to pay the annuity, some doubt was 
felt that for the current-year the dividends 
might be reduced to 23 per cent from 5 per cent. 
Sargant, J., dealt with the case on the basis that 
this latter dividend might not be maintained. 
Nevertheless, although he held that the annuity 
was a continuing charge on the income and almost 
certainly a charge on the capital, it did not 
necessarily follow that the trustees were entitled 
to retain surplus income from a past year for the 
purpose of providing against the contingency of a 
reduced dividend. The trustees in fact had 
surplus income in hand but they were not allowed 
to retain it. It had to be applied in accordance 
with the terms of will in favour of the testator’s 
son and daughter. | 

Taking the analogy of a company with prefer- 
ence and ordinary shares, Sargant, J., said that 
he had never heard of any suggested power in 
the company (apart from express provisions in 
the articles of association) to postpone the 
payment of a proper dividend on its ordinary 
shares for the purpose of providing for the 
payment of dividends on its preference shares in 
the future, although those shares are cumulative. 

The following passage from the judgment in 
In re Platt throws some doubt on the exact 
effect of ‘Sargant, J.’s ruling: - 

‘OF course, if the trustees should foresee a certain 
deficiency and should have surplus income in their 
hands, I do not intend to preclude them from 
applying this money to making good the annuity. 
As a matter of administration and of immediate 
adjustment they might make good the annuity out 
of any income in their hands. All that 1 decide is 
that they are not to retain or accumulate any 
surplus income for the purpose of making good a 
possible or contingent deficiency in a future year.’ 

This apparently gives the trustees a discretion if 
they, in their opinion, can foresee a certain 
deficiency. It is, it seems, for them to decide 
what is an impending possible deficiency and what 
is an impending certain deficiency. In the changes 
and chances of modern investment and taxation 
conditions this distinction is difficult to apply. 
Sargant, J., was able to say that 
‘a fund to secure an annuity is generally so invested 
that the income of the fund is reasonably certain 
and not of a fluctuating character’. 
This generalization is hardly true now. 


Rresumption against Continuing Charges 
The difficulty is, as Roxburgh, J., found in 
In re Cameron, to reconcile the absolute principle 
of continuing charges laid down by the Court of 
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approbation in that case of the decision of In re 
Platt. If there is a continuing charge on income, 
then nobody, strictly speaking, during the life 
of the annuitant, can have anything without the 
consent of the annuitant, but, of course, though 
there may be a charge on each and every part of a 
fund, that does not in the least mean that each 
and every part of the fund will be required to 
meet the charge. 


‘That doctrine, if given unfettered play’, 
Roxburgh, J., remarks, 


‘would produce such ridiculous results that it 
becomes necessary to invoke the idea that if the 


trustees pay over some part of the income to some . 


other beneficiary without the consent of the 
annuitant, technically they have committed a 
breach of trust, but it is a breach of trust which is 
justified’. . . . “If that is the reconciliation’, 


he continues, 


‘it does not make a great appeal to me, but I do not 
know of any other.’ 


Having regard to the extraordinary incidence of a 
continuing charge, if strictly applied, one would 
be slow, he thought, to find a continuing charge 
except in a very clear case. Roxburgh, J., did not 
altogether relish a situation in which the law says 
that a man has an equitable right but that he would 
be so unreasonable in enforcing it that the Court 
would never assist him. 

Approaching the question in this way, 
Roxburgh, J., held that there was, as a matter of 
interpretation, no continuing charge on income 
in this case. It was not contended that there was a 
continuing charge on capital. The annuity in 
In re Cameron depended on the following 
provisions: 

A testator, who died in 1929, by clause 12 of his 
will directed his trustees to pay to his widow one- 


third of the income of his residuary trust fund and ` 


‘if one-third of the income of the trust fund shall 
in any year during the life of my said wife amount 
to less than £6,500 per annum free of English 
income and supertax my trustees shall in respect 
of that year pay or cause to be paid to my said wife 
out of the income of the trust fund in addition 
to one-third of the income thereof such further 
sum as will give her a net income for that year 
of £6,500 free of English income and supertax’. 
By clause 13 the testator directed that ‘subject to 
the interest of my said wife in part of the income 
of the trust fund under the last preceding clause 


hereof’ his trustees should hold the income of the ` 


trust fund on certain trusts. 


Although the estate was of considerable value, 
difficulties arose in the administration of the trust 
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fund, as a result of subsequent legislation in- 
creasing the rates of income and surtax. Owing 
to the insufficiency of the income since the year 
1038 to produce the net sum required (even 
though reduced in amount by the effect of Section 
25 of the Finance Act, 1941, and Section 20 of 
the Finance (No. 2) Act, 1945), the executors 
took out a summons for the direction of the Court 
as to the manner in which the terms of the will in 
relation to the annuity should be carried out. 
As everybody knows, a fantastic gross income is 
now required to produce the net sum of £6,500 
even though reduced by these statutes. Roxburgh, 
J., said that he had lost the faculty of calculating 
anything so vest. 

It was held that, from the context and under the 
terms of clause 12, a limitation of the income of a 
particular year must be implied and that the phrase 


‘subject to the interest of my said wife in part of the 
income of the trust fund’ 


was inconsistent with the conception that income 
was only to be dealt with subject to a continuing 
charge by the annuitant on each and every part 
thereof. The word ‘interest’ was used and not the 
word ‘charge’ or simply the words ‘subject to’. 
The phrase was ‘subject to the interest’, an 
unusual phrase which seemed to Roxburgh, J., 
to point away from, rather than in the direction 
of, a charge. Further, and more important, the 
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words were an interest ‘in part’ of the income of 
the trust fund, whereas if there is a continuing 
charge, its very nature involves a charge on 
each and every part. This seemed to Roxburgh, J., 
to be a devastating point. The result was that the 
widow had no power to resort to accumulations of 
income or to the income of the accumulations in 
right of her annuity. It need hardly be said that 
the accumulations had arisen from much earlier 
years. They had originally been made for the 
benefit of a son of the testator, payable at the age 
of twenty-five, but he had died in 1940 under that 
age. 
: ‘Some people may not be so impressed as I am 
by the extreme improbability that anybody in a 
will of this sort would want to create a continuing 
charge on income when it has the vast conse- 
quences indicated by the judgment of Romer, L.J., 
in In re Coller’s Deed Trusts. 
It may be that accountants will not be among 
these people but will be impressed in the same 
way as Roxburgh, J., was with the characteristics 
of a continuing charge on income and with the 
unlikelihood of settlors wishing to tie trustees 
down by such a charge in modern conditions. 

It is to be hoped that the Courts will have 
further occasions to consider the interpretation of 
annuity provisions. In a brief judgment the Court 
of Appeal has now affirmed the decision of 
Roxburgh, J. 


SHIPPING DOCUMENTS 


by PETER D. TAYLOR, A.C.A. 


Shipping procedure is a complicated subject requiring a large measure of practical 
experience. The author here outlines the main principles which have to be taken 
into account. 


The Accountant’s Part 


HE accountant in commerce may be 

| brought into contact with the shipping 
department to varying extents, depending 

on the nature of the business. If the firm deals 
with countries abroad, there will be financial 
transactions involving the accountant, whatever 
his function. If he is truly on the commercial 
side he may be directly in charge of the shipping 
department, in which case he should know as 
much about its work as possible. The significance 
of bills of lading should be known to anyone in a 
responsible position. The accountant may be 
responsible for the preparation of sales invoices, 
not merely the recording thereof; if so, he will 
need to understand the procedure involved, par- 
ticularly how it may vary for different countries. 
The secretary of a firm is generally responsible 


for insurance, and marine insurance will come 
within his orbit. Similarly, the approach to 
the Exports Credit Guarantee Department 
(E.C.G.D.), may be through him. He will also 
have to sign commercial invoices which are 
required for certain countries. 

Claims against letters of credit will be made 
to the bank, bringing this aspect of shipping pro- 
cedure within the accountant’s sphere. The 
transfer of money to and from the foreign coun- 
tries will be a normal function of the accounts 
department. 

Exports 
Exporting requires a knowledge of several factors 
all of which have to be correlated. For example, 
let us consider a contract to ship capital goods 
abroad against a letter of credit. 

It is necessary to prepare a preliminary specifi- 
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cation giving details of the goods which are being 
shipped. This specification must give a brief 
description of the goods and full details of the 
weights and measurements of every package; also, 
when appropriate, notification of dangerous cargo 
or heavy lifts. 
Bills of Lading 

Occasionally a complete boat is chartered in the 
form of a ‘charter-party’, but the vast majority 
of ordinary business transactions involve a bill 
of lading. This is a document in printed form 
setting out the conditions under which the goods 
are shipped. It is prepared by the shipping com- 
pany or shipping agents in a set, the number of 
which depends on the particular route and on 
the requirements of the consignor. They may be 
made out in the name of the consignor, to the 
order of the consignee or, possibly, a bank. 

If it is to order, the bill must be endorsed. 
Bills may be clean or unclean — clean if they have 
no protective clauses stamped on by the shipping 
company, unclean if there is such a clause. An 
example of this is when a package is improperly 
packed. ‘This may be of importance in connection 
with a letter of credit. 

A final specification is prepared as soon as it is 
confirmed that all the packages have been re- 
corded as on board. This specification is in full 
detail, must be absolutely accurate, and show 
package number, full description of contents, 
gross and net weights, and measurements. The 
description of the package should be correct, 
i.e. bundle, crate, bag or whatever it is. The name 
of the ship must also be given. For small ship- 
ments a specification may not be necessary as the 
information is given on the invoice instead. 


Freight and Charges 
The freight account is settled by the consignor 
and may or may not be charged out to the con- 
signee according to the terms of the contract. 
Alternatively, the goods may be sent ‘freight 
forward’, when the shipping company collect the 
freight before they part with the goods at the 
destination. The terms of the credit may be that 
bills of lading must be stamped ‘freight paid’, 
in which case the shipping company may not 
part with the bills until they have actually re- 
ceived the money. This delay may be serious 
when the credit is about to expire. 

The customs must also be taken into account, 
both in the country to which the export is made 
and,in this country. All goods exported must be 
‘entered’ at the customs, a service performed by 
the shipping company or the agents. An export 
licence has to be produced where required. As 
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far as the country abroad is concerned, it may be 
necessary to use printed invoice forms which are ` 
signed by the secretary of the firm exporting, or ` 
certificates of origin may be called for; these are 
signed by the secretary of the local Chamber of 
Commerce. 


The Financial Aspect 


Controls have been set up to restrict the move- 
ment of money, and it is necessary in certain 
cases to have a C.D.3 form. This is a Bank of 
England document used for sales to countries 
outside the sterling area but not those under £25 
in value. It is completed by the exporter and 
submitted to the customs when the goods are 
‘entered’. 

The buyer may become insolvent or financial 
restrictions may be imposed which make it 
impossible to transfer money. The exporter will 
always bear this in mind, but he can if he wishes 
insure against the risk with E.C.G.D.; this is a 
Government department specializing in this form 
of insurance. The premium will depend on the 
country to which the goods are going, the 
financial standing of the buyer, and the terms of 
payment. E.C.G.D. does not always accept the 
risk; a good example of this was Brazil for which 
no cover could be obtained on account of its 
shortage of sterling and its outstanding debts. 


‘ Insurance 


The seller should always see that the goods are 
insured. He will do this himself on a c.i.f. or 
‘delivered’ contract, but for an f.o.b. order the 
buyer is responsible for the freight and insur- 
ance. The buyer might arrange for the exporter 
to insure and then charge out the cost, but if 
not, then the exporter must inform the buyer of 
the name of the ship, its date of sailing, and the 
value of the consignment, to enable the insur- 
ance cover to be obtained. 

The rates vary with the length of the voyage, 
the type of material, and the efficiency with 
which cargo is handled at the port of destina- 
tion. Insurance is normally carried out at re- 
placement values, and the cost of freight should 
be included as well as other costs. 

Care should be taken that the goods are 
covered for the whole of the time that they are 
at the exporter’s risk, i.e. from the works and, in 
some cases, to their destination inland. Cover 
may be on the basis of each shipment or on a 


floating policy against which each shipment is ' 


declared. The advantage of the latter is that the 


cover is automatic and there is no danger of the . 


insurance of a shipment being overlooked. 
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Letter of Credit 


Many export transactions are financed by this 
arrangement whereby the buyer opens a credit 
in this country, from which credit the exporter 
can draw his money on presentation of correct 
shipping documents. To be safe, the credit should 
be irrevocable although it is normally for a 
definite period; in addition, it is often ‘confirmed’ 
by a British bank. 

It is extremely important to note that the 
documents when presented to the bank are 
exactly correct and in accordance with the credit. 
The bank can give no latitude in this connection, 
otherwise it might be held responsible if the goods 
were not Correct. 

The credit will specify what documents and 
how many copies are required. For example, it 
might state: 

‘Full set of shipped, clean, bills of lading, 

stamped “freight paid”, to the order of . 

The set of bills must be presented in accordance 
with the terms laid down. Any endorsement 
renders the bills ‘unclean’; this often arises due 
to defective packing or other circumstances for 
which the shipping company repudiates liability. 
The bills must also state that the goods have 
been shipped, and be stamped ‘freight paid’. 
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If the bills are unclean there is nothing that 
can be done about it, and in order to draw on the 
credit it is necessary to give a banker’s indemnity 
to the paying bank. This is, of course, arranged 
through one’s own bank. 

The credit will also call for invoice (with 
specification) and it is essential that the docu- 
ments agree with the bills of lading in every 
detail. The invoice will have to be the same as 
the description of the material given in the 
credit. In some credits part-shipments are 
allowed, but this is normally specifically referred 
to. The credit may also call for copies of freight 
accounts, insurance policies and receipted ac- 
counts, or certificates of origin, all according to 
the nature of the particular contract. 


No Letter of Credit 


Not all transactions require a letter of credit, as 
shipments may be made to agents or associates 
in the buyer’s country; or the purchaser may be of 
such standing that a credit is not necessary. In 
such cases the procedure for shipping is simpli- 
fied, only invoices and specifications being 
required in addition to the bills of lading. Pay- 
ment in these cases is made direct to the seller’s 
bank. 


FARM ACCOUNTING A CENTURY AGO 


by F. W. MUNSLOW, A.S.A.A. 


Finance Act, 1941, so quickly followed, to 
the dismay of the smaller farmer, by Section 
28 of the Finance Act, 1942, most professional 
accountants outside the metropolis will be 
thoroughly familiar with the peculiar problems of 
farm accounting. Not the least of these problems 


Sie the passing of Section ro of the 


- is to convince the reluctant agriculturist of the 


need for keeping adequate records of his transac- 
tions, especially the cash records; only too often 
they are written up as an afterthought. 

Long before Section 10 was thought of, 
however, one farmer at least decided to keep full 
records of his year’s work and financial dealings, 
and his diary lies before me now. It bears the 
title The Farmer’s Almanac and Calendar for 1849, 
and was compiled by Cuthbert W. Johnson, Esq., 
PRS, and William Shaw, Esq., the publisher 
being ‘James Ridgeway, of 169 Piccadilly, 


~ London. Its contents range through innumerable 


subjects of interest to the husbandman, from 

“Agriculture, statistics of’ to ‘Wool, exports and 

imports’. It is a mine of information on all topics 
* 


relating to the agricultural industry and even in 
those days was surely excellent value at two 
shillings. 

This diary was especially useful to the working 
farmer because it is generously interleaved with 
blank pages; and the owner of this particular 
copy made full use of them. Set out in ink, in a 
clear and easily read Italian script, are details of 
cultivations, inventories of livestock, breeding 
records, employees engaged and discharged, and 
full particulars of receipts and payments day by 
day. 

d Taking Over a New Farm 
No doubt the owner’s enthusiasm was engendered 
by the fact that he was taking over a new farm — 
possibly his first — for he heads one of the blank 
pages: 

“March 23rd 1849. J. B. entered upon the farm at 
Walton today. Hired a Waggoner, a Cow Man, a 
Laborer and a Boy by the week, and a Hedge- 
cutter by measure.’ 

Several pages detail his ingoing inventory; 
apparently he had previously commenced pur- 


` 
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chasing stock in anticipation of his move, for 
on March ist he records paying for 
‘A model one horse Cart, with wrathes &c 

compleate £14-9-0’ 
and on March 7th 

‘Cow Fanny, of Collinson, and calf, 3 yr old, 

second calf calved March 4th £12-10-0’. 
Altogether, before J. B. entered the farm, he 
bought twenty-three cows, heifers and stirks; 
a bull; a mare; and five ewes in lamb. He also 
purchased sundry implements and tackle, paid 
his ingoing valuation (£179 16s 6d) and in all, 
by the end of March, had expended a total of 
£606 6s 4d, all recorded in meticulous detail. 

Several pages of expenses follow, of which 
these are typical entries: 


May > Ale 14 Bacco 6 mt 
Wood 14/-, Jno. Wood 2/-, 
Jack 3/- I9. O 
Tons Cwts. 


14 Coals, Gresley: 2 
3/4d ton, toll 4d, loading ad 


ale 14d 4. 44 
21 Tolls 4⁄3, rd, rd, rd, Letters 
6d, 6d, 6d 
June rọ Tea Tray 6/6, pr. Candlesticks 
2/4, pr. Snutfers 6d. 9. 6 


The cross-casts are occasionally a little inaccurate! 


‘So adone with ’em’ 

The wages paid by the diarist were pitifully 
small, judged by present-day standards, though 
they were certainly no less than the average for 
the period. His waggoner, for example, received 
14s weekly, his cowman and labourer 12s each, 
and the ploughboy 3s; Professor Thorold Rogers, 
in Six Centuries of Work and Wages! gives the 
average agricultural wage as ros Ad weekly in 
1837 and ris 7d in 1860. 

Casual jobs were the subject of bargain and 
agreement, as witness the following entry: 

‘Joseph Earp cutting hedge and laying it at 6d 

per rood—the old man demanded 8d per rood 

after he had done, so payed him.’ 
-A later entry records that Joseph Earp’s work 
was ‘not over well done’. The itinerant Irish 
labourer was known a century ago as he is today; 
J. B. hired three of them known as Jas, Jno, and 
Mick, at 7s per week each and two quarts of beer 
a day. Another one, Chas, joined them, and they 
stayed in all eight weeks during the high summer, 
at the end of which he paid them off and closed 
his entry with the caustic remark ‘So adone with 
em’. One imagines his patience must have been 
tried more than a little. 


1 Published by W. Swan Sonnenschein & Co, London, 1884. 
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The Cheeses Reconciliation 


Petty takings are recorded in full detail: 
March 31 Butter 14 lbs. I3. I 
Eggs 2 score 2. O 
April 5 xo lbs. Whey Butter 9. 6 
5 score Eggs 4 9 
May 3 Red bull calf to Bunting 2.10. O 
22 Sold Mrs. Farmer one grey- 
faced Hogg (pd.) 2.10. O 


The bulk of the income, however, in those pre- 
M.M.B. days was apparently from the manu- 
facture and sale of cheeses. This seems to have 
commenced in April, when J. B. notes that he 
‘finished the month with sixty one Cheeses made, 
and making one night and morn with 23 cows 
calved.’ i 
From May 13th he was able to make two each > 
morning, making in all three each day, and in 
June this had increased to four per day. At the 
end of the year he prepared a reconciliation 
account showing a total of 787 cheeses made, 
554 sold, 222 in stock and 11 deficit. But Rebecca 
Cotton, who 
‘came on April 17th at fourteen pounds wages per 
ann to manage the Cheeses’ 
was subsequently discharged for dishonesty. So 
she may have been able to explain this difference. 
Even the settings and hatchings of hen, duck 
and goose eggs are carefully noted. 


Rates and Taxes 


Our diarist did not, however, escape rates and taxes; 
by no means, as the following extracts show: 


July 3x1 Highway rate 2. 6. 2 

Sept 20 Walton Church rate 3.11.10 
-do- Poor rate EE 
Barton -do- -do- ae Ee 
Tythe 2I. 8. 104 


After payment of these items J. B. must have felt 
entitled to a modest personal indulgence; the 
next entry reads: 

Bacco & drink 8d 
This was not the total however; the next month 
brought further liabilities: 


Oct 24 Assessed Tax 4.14. 10} 
Land Tax 7. 6} 

26 Barton -do- 2. 7. 4h 
-do- Property aang Pe 


These items were apparently due half-yearly, 
and the annual total of some £85 was a pretty 
formidable bill for rates, taxes and tithe. It is 
difficult to convert it to present-day values, but ` 
it would hardly be less than £500 at 1955 levels. 
On the whole, the farmer of today would 
probably prefer the terrors of Schedule D! 


` 


- 
` 
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PROFESSIONAL ETHICS 


by SIR THOMAS ROBSON, M.B.E., M.A., F.G.A. 


Introductory 


HE title of ‘Professional ethics’ has been chosen 

for this talk so that I may go outside the realm 

of the examination syllabus and see if I can help 
you in the wider duties of our chosen profession. In 
the performance of these duties high standards of pro- 
fessional ethics, being manifestations of character, are 
of even greater importance than skill and competence 
in accounting. i 


Meaning of Professional Ethics 


By professional ethics I mean standards of profes- 
sional conduct in regard to relationships with clients 
and other members of the public, with other members 
of the profession and with the Insti- = 

tute itself. > 

Compliance during articles with 
these standards, where appropriate, 
and with a high standard of general 
conduct are all-important in their 
effect upon the reputation of the 
articled clerk and his principal. In 
thus laying foundations of future 
conduct such compliance during 
articles will stand the articled clerk 
in good stead in later years and help 
him to meet successfully the diffi- 
culties and duties of his future career. 

In some countries an endeavour 
has been made to reduce professional 
ethics to a formal written code. In the 
Institute, following the example of the British con- 
stitution, we have steadfastly refused to formulate 
an all-embracingz list of regulations. We believe that 
a sense of personal responsibility and a highly de- 
veloped conscience are much more important; and, 
indeed, that membership of a profession implies the 
obligation to have such a sense and such a conscience. 

While we have no formal written code, we are not 
without broad principles of conduct which, though 
not written specifically into our regulations, are none 
the less binding upon every one of us and will go a 
long way towards enabling us to determine our line 
of conduct in a particular situation. If, having done 
our best to make up our minds, we are still in doubt, 
we can use the facilities available within the Institute 
for our assistance. 

The Secretary of the Institute is always ready to 
give us guidance or to obtain advice for us from the 
investigation committee on points of difficulty. 
When we have obtained that advice the decision 
as to the course of conduct to be followed must be 
our own. 








An address delivered to the Chartered Accountant Students’ 
Society of Londan on February 7th. Sir Harold Barton, 
F.C.A., was in the chair. 





Sir Thomas Robson, M.B.E., M.A., FCA. 


Three Golden Rules 


My view of the broad principles which should be the 
basis of the professional ethics of members of the 
Institute and of their articled clerks is that there are 
three golden rules. The first is that the member 
must be honest with himself and with others, a man 
of integrity, character and common sense. The 
second of equal importance is that he should do 
unto others as he would that they should do to him. 
The third is that he should do all that he can to main- 
tain the esteem and respect in which his profession 
and the Institute are held by the public. 

The first rule is of obvious importance. If we are ` 
to be the trusted advisers and friends of our clients 
and if we are to be the impartial 
auditors who examine directors’ ac- 
counts for shareholders, chartered 
accountants must both be and act as 
men of integrity and high moral 
character and be honest, truthful 
and self-reliant, of balanced judg- 
ment and of independent mind. 
Even if it be to our own disadvantage 
or that of our clients we must be 
prepared to tell the truth as we see 
it and must not let fear of the conse- 
quences deter us from doing our 
honest duty. 

The chartered accountant must 
not certify or sign something which 
he does not believe to be true. He 
must not allow himself to believe something to be 
true unless,and until he has obtained adequate and 
proper evidence, weighed it duly in the balance and 
found on adequate and proper grounds that it 
justifies his finding. In deciding whether any par- 
ticular thing is true or false he must try to put 
himself in the position of an intelligent reader and see 
whether such a person would be likely to be misled. 
Clever combinations of words which are literally 
correct but convey a misleading significance to an 
intelligent reader should be avoided. 

The second rule about doing to others as we would 
be done by applies perhaps more to relations with 
other members of our profession than to those with 
the public and our clients, though it applies also to 
these. As regards fellow members of the profession 
the rule applies whether the other party is a member 
of the Institute or one of the other recognized bodies 
or is not a member of any recognized body. The 
reason for the existence of this rule in a profession 
which prides itself on fair dealing and honest judg- 
ments needs little explanation or amplification in an 
audience such as this. ° 

As for the third of the golden rules, we all want our 
profession to retain the confidence of its clients and of 
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the general. public, won over many years by the 
integrity and competence of our predecessors. The 
maintenance of that confidence depends on us. In 
the moral sense the Institute is not something apart 
from those who comprise it. Its reputation and the 
reputation of the qualification which it confers 
depend upon the character, competence and reputa- 
tion of its individual members throughout the 
world, whether they are in public practice or in 
industry. We must give to it all of these qualities 
we can supply and so justify the confidence which 
the public has learned by long experience of our 
predecessors to repose in persons who bear the name 
of chartered accountant. ‘This is our plain duty; to do 
the opposite and lower the standing of the Institute 
in the eyes of the public would be an anti-social act. 


Written Authorities 


Let me now turn.to such specific written authorities 
as exist in the charter and bye-laws, the Members’ 
Handbook and announcements by the Council cther 
than the findings of the Disciplinary Committee. 
The golden rules to which I have referred are not 
stated specifically in these written authorities but 
they are implicit in all that is said in them and in 
everything that I have heard and learned from the 
wisdom of my elders. 

The charter says that one of the Institute’s objects 
is to compel the observance of strict rules of conduct 
as a condition of membership. Its specific statement of 
those rules is not detailed; clause 20 contains a short 
list of prohibitions which it describes as fundamental 
rules and in clause 21 other conditions are indicated 
which may render a member liable to exclusion or 
suspension from membership; but the statement of 
some of the most important of those conditions can 
hardly be described as precise. 

You all ought to study clauses 20 and 21 o the 
charter and see that you comply with them but it is not 
necessary for me to discuss each and all of them here. 
In studying them please remember that they are 
prohibitions of acts or defaults which are disapproved. 


Advice on Conduct 


What is mere important in your life is that you should 
do the things that are right and good rather than 
merely avoid those which are worthy of blame. 
You should be positive and constructive in your 
attitude rather than merely be negative. 

If you can so conduct vour lives as to conform to 
the golden rules I indicated earlier you will not go far 
wrong. In trying so to conduct your lives you will 
also not go far wrong if you obtain advice before you 
take a step about which vou are doubtful; or if you 
refrain from taking that step. My own experience 
suggests that in most cases where one is doubtful 
about the propriety of a course of action it is better to 
take another course. Certainly if one does so, one’s 
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own conscience is likely to be less troublesome and the 
feelings of others are less likely to be exacerbated. g 


Specific Prohibitions 


Having said that we must avoid a negative approach 
to problems of ethics I must, nevertheless, ask you 
to consider some of the prohibitions which com- 
pliance with the golden rules of professional conduct 
implies. 

The most comprehensive (which, curiously enough, 
is not described as one of the fundamental rules) is 
the specific prohibition in clause 21 of the charter 
against the commission of an act or default dis- 
creditable to a member. This wording affords a 
wide and undefined field for what may be discreditable 
conduct the prohibition of which is one of the most 
important of the prohibitions because of the sub- ` 
stantial proportion of the complaints against members J 
which are made under it. It is rather like the section 
in the Army Act which makes it a crime to be guilty 
of conduct to the prejudice of good order and military 
discipline and can include most of the crimes in the 
calendar. f 

Convictions for offences against the law of the land, 
legal or financial incapacity arising from lunacy or. 
bankruptcy and the like, wilful breach of the In- 
stitute’s bye-laws and failure to pay dues to the 
Institute, provide other specific grounds for penalties, 
as do infringements of the fundamental rules against 
the improper use of a members name in public ` 
accountancy work which he does not control, the 
improper sharing of profits of or with others without 
consent of the client concerned, and, for a member in 
practice, engagement in a business or occupation 
inconsistent with that of a public accountant. Most 
of these grounds for punishment and most of the other 
offences with which a member can be charged might 
be viewed from one angle or another as discreditable 
acts or defaults and so would fall within this hang- 
man's clause if they were not specifically prohibited. 


A Four-year Record 


In order that my talk with you may be related to 
actualities, I have looked up the records for the four ` 
years ended 1953 and find that apart from cases of 
non-payment of dues (these totalled eighty in the 
four years) there were some fifty cases where penalties 
were inflicted. In those four years the number of 
offences punished was thus not much more than about 
a dozen per year and this in relation to a membership 
of nearly 18,000. If we go back about thirty years to a 
time when the membership was 10,000 smaller, the 
average annual number of penalized offences was 
about half a dozen, proportionately somewhat higher 
in relation to the then membership than it is today. 
These figures are no indication of the number of., 
complaints (of which there are many) considered by 
the Investigation Committee, who, after going into the 
matter or hearing the members explanation, decide 
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not to bring a charge before the Disciplinary Com- 
mittee. ` 

There is no occasion for complacency about this 
record, but the Institute has cause for pride that the 
number of offences which need to be punished is 
small in relation to the total membership. This is 
not because of any blindness in the eye which the 
Institute keeps on its members; the Investigation 
Committee is jealous of the reputation of the Institute 
and prompt to take action if it considers that a 
member has offended. ‘The small number is a tribute 
to the general conduct of our members and an 
illustration of the justification which the public 
have for reposing confidence in the integrity of 
chartered accountants. 


Analysis of Penalized Offences 


The fifty offences which were found proved and 
punished in the four years may roughly be divided as 
follows: 


Convictions: 
Failures to file with Registrar of Companies 
returns as liquidator or receiver az oe. 9 
Criminal offences CH d ek Sr -14 
—2I 
Bankruptcy and failure to meet judgment 
debts a Soe ¿š i Se A 
Misuse of the description chartered ac- 
countant ‘is Së SCH Ka ¿sQ 4 
Circularization, solicitation or advertising .. 6 


Acceptance of nomination as auditor of 
company without previous communication 
with predecessor .. : se dë 2 


Improper basis of charge to client vm 
Failure in duty to articled clerks xš 3 


Failure to hand over papers etc. to clients 
or successors 


9 
50 


A number of the charges under these headings were 
accompanied by charges of failure to reply to letters 
from the Institute, in some cases several letters. ‘The 
implication is that for a member to ignore com- 


munications from the Institute, particularly on ` 


matters of discipline, is not merely discourteous but 
may be discreditable conduct laying the member 
concerned open to penalties. 


Convictions in the Courts and Financial 
Failures 


The twenty-one convictions in the Courts which led 
to professional penalties in the Institute ranged from 
failures to render the returns required of a liquidator 
or receiver, through conviction for fare evasion on 
the railways, to offending against the exchange 
control laws, falsification of accounts, embezzlement, 


THE ACCOUNTANT 


239 


stealing, misappropriation of trust moneys and other 
serious matters; that is, from defaults not necessarily 
involving dishonesty to offences of the gravest 
character. Defaults in making returns clearly indicate 
a lack of a proper sense of public responsibility and 
the publicity given in the Press to Court convictions 
for such offences brings discredit not only to the 
member concerned but also to the name chartered 
accountant and thus to the reputation of the Institute 
and its membership as a whole. This is, of course, 
even more so in the case of convictions for the graver 
offences. No institute which seeks to advance the 
reputation of its qualification as a symbol of integrity 
and honesty and sense of public duty could ignore 
offences against the criminal law. We may be sorry 
that any such should occur; it is cold comfort that in a 
sheepfold of 18,000 it would be surprising indeed if a 
few black sheep were not to find their way in. 

The convictions and four cases of financial failure 
made up one-half of the penalties inflicted. However 
harsh it may seem to punish financial misfortune it is 
clearly right that a person who by reason of bankruptcy 
or failure to meet a judgment debt cannot exercise 
financial responsibility should be rendered liable to 
exclusion from membership or to such lesser penalty 
as the Disciplinary Committee may think appropriate 
in the circumstances of the particular case. 


Misuse of Description 


Three out of the four cases about the misuse of the 
description chartered accountant related to the con- 
tinued use of the description by persons suspended or 
excluded from membership. The other concerned the 
misuse of the description by a mixed firm. It is 
provided by bye-law 47 that a firm which does not 
wholly consist of chartered accountants must not 
describe itself as such; any member who is a partner 
in such a firm is guilty of an offence if his firm 
infringes this rule. ‘There is no objection to a member 
of the Institute who is a partner in such a firm having 
the letters ‘A.C.A? or ‘F.C.A.’ or the description 
‘chartered accountant’ after his name on his firm’s 
note-paper, but he must not allow his firm to hold 
itself out as a firm of chartered accountants unless all 
its partners are chartered acccuntants. 


Advertising, Solicitation and 
Circularization 


Advertising, improper solicitation or circularization 
for public accountancy work accounted for six of the 
cases. Most of us would regard prohibition of this 
sort of activity as being a fundamental rule of the 
Institute. It is, however, nowhere specified in the 
charter and bye-laws which take it for granted that 
such conduct is discreditable in a profession. It has 
always been so dealt with by the Institute and I need 
hardly remind you that every week there appears on 
the cover of The Accountant an announcement placed 
there on behalf of the Council which says: 
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‘Members of the Institute are not allowed to 
advertise or circularize for business.’ 


The Members’ Handbook, which every articled 
clerk should study, gives some helpful pronounce- 
ments of the Council about particular ways in which 
an unwary member may slip into pitfalls of this kind. 
The more blatant forms of advertising and solicitation 
are obvious enough, but inexperienced members 
need to be reminded that they must not announce in 
the general as distinct from the professional Press, 
changes of their addresses or alterations in the con- 
stitution of their partnerships, allow their names to 
be printed in leaded type in directories, or use their 
positions as officers of a trade association as a means 
of advertising for or soliciting public accountancy 
work from members of the association who are not 
their clients. In some countries professional account- 
ants are permitted to insert in the newspapers what 
are called professional cards; these cards, which are 
usually of a prescribed maximum size, contain the 
name, address and profession of the firm; no such 
cards are permitted by our Institute to practitioners 
here. The only relaxation of which I have knowledge 
was a concession made under very strict limits for 
practitioners returning from war service to announce 
their return. 


Acceptance of Nomination as Auditor 


The Members’ Handbook also reminds members 
about the need to communicate with the accountant 
whom they are replacing before they accept nom- 
ination as auditor of a company. Two of the penalties 
in the four years were inflicted for defaults in this 
respect. Why is it that such a failure is regarded as 
conduct discreditable to a member? Not because the 
Institute thinks that once appointed a member has 
any prescriptive right to be continued in office in 
perpetuity. Far from it. Every client has the right to 
engage someone else as his accountant if he thinks fit. 
The custom is not designed to interfere with this 
right unless it is being exercised in a manner contrary 
to the public interest. The inquiry which the member 
who proposes to accept nomination in place of another 
is expected to make is whether there is any profes- 
sional reason why he should not accept. A professional 
reason would exist if the directors of a company 
were trying to eject and replace an auditor because on 
proper grounds he had taken exception to some 
malpractice on their part or had qualified his report 
on their company’s accounts. 

In the extreme case it would clearly be right to 
make it difficult for directors to displace an auditor 
merely because he had done his job properly but to 
their inconvenience. The duty of the proposed 
nominee is to inquire into the circumstances by 
direct approach to the auditor proposed to be re- 
placed; it is for the nominee thereafter to use his 
judgment as to whether he should accept nomination. 
If he fails to make the inquiry he may well be held 
to have failed in his duty both to the public and to 
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the fellow members of his profession — to have been 
guilty of a discreditable act. 


Improper Basis of Charge to Client 


There was only one case in the four years where a 
member was found to have transgressed by basing 
his charges to a client on a percentage of the tax 
recovered by his efforts: The Council has for many 
years set its face against this method of remuneration 
in tax cases. The underlying thought is not that 
exceptionally successful efforts where special skill 
and assiduity are displayed do not justify special fees 
but that it is undesirable for a professional man to 
engage himself for a client in Revenue matters in 
such a way that, by reason of having a direct financial 
interest in the result, he may cease to be able to 
exercise that impartial judgment in the presentation 
of the client’s case which is essential if the position of 
trust which has been built up over many years as 
between the Inland Revenue and our profession is to 
be maintained. 


- 


Duties to Articled Clerks 


Then there were the three cases which may be of 
special interest to a meeting of students, namely, 
charges of failure in duty to articled clerks. When 
students enter into articles the employer and the 
student bind themselves to perform certain duties to 
one another. This is no mere form but means what it 
says, as these cases illustrate. One of them was a 
member who discontinued his partnership but made 
no arrangements for securing the continuance of the 
training under articles of his two articled clerks. 
Another made an irregular arrangement whereby 
his articled clerk did not serve in the office of his 
principal, and the third not only failed to see that his 
articled clerk performed his service under articles 
but issued an inaccurate certificate that the service 
had been performed. The Disciplinary Committee 
excluded the first from membership of the Institute, 
admonished the second and reprimanded the third. 

These were failures on the part of principals in the 
performance of their duties; had there been failures or 
offences on the part of articled clerks they could also 
have been dealt with under bye-laws 104 (5) and 107 
which provide machinery for the purpose. An 
articled clerk found by the Courts to have been 
guilty of certain types of crime or by the Disciplinary 
Committee to have been guilty of an act or default 
of such a nature as to render him unfit to become a 
member of the Institute is liable to be so declared by 
the Committee or to suffer such lesser penalty in the 
shape of reprimand or admonishment as the Com- 
mittee may think fit. Both principal and articled clerk 
are subject to the discipline of the Institute. 


Failure to Hand Over Books and Papers 


The last class of case, of which there were nine 
examples in the four years, can be a difficult one 
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with which to deal. It is that where a member fails 
to hand over books and documents to clients or to his 
successor; the Institute is not concerned to determine 
the rights or wrongs of any claim at law but is con- 
cerned in matters which are not appropriate for 
disposal in the Courts to determine whether the 
failure amounts to misconduct. Negligence, failure 
to deal with clients’ affairs or to reply to correspond- 
ence can in some circumstances be conduct which 
brings discredit upon the member and upon the 
Institute, throwing doubt on the competence of the 
member and his fitness to continue as a member. 
There must be other circumstances where inquiry 
proves the complaint to be less than this. I have no 
knowledge of the cases considered by the Investiga- 
tion Committee but I should not be surprised to learn 
that they find this type as troublesome as any other 
when deciding whether to proceed with a charge. 

That brings me to the end of my fifty cases but I 
am. fully conscious that they have involved no men- 
tion of a number of matters which might certainly 
be expected to be included in any discussion of the 
ethics of a chartered accountant. There is time to 
refer to only a few of them. 


Need for Secrecy 


The cases I have cited did not include any penalty 
for breach of confidence or of professional secrecy, 
though this would certainly be regarded as mis- 
conduct if it were to be proved. You know from the 
clauses in your own articles of clerkship how great an 
importance is attached to this; it is true that the 
chartered accountant has no legal privilege such as 
the lawyer has, but he is none the less responsible for 
keeping to himself — except when legally required to 
do otherwise — the confidential matters of the clients 
for whom he acts. This applies to articled clerks as 
much as to members of the Institute. It is all too easy 
to talk of what one has heard or learned in a client’s 
office, to forget that the client talks freely to his 
auditors or accountants and their assistants, about 
matters which he would never think of mentioning to 
others. We must all keep a guard upon our tongues. 
Careless talk in wartime costs lives; in professional 
work it may cost a career. 


No Certification of Estimates 
of Future Profits 


Then there is the duty of the chartered accountant 
not to purport to do more than he is qualified to do. 
This implies that a chartered accountant will not 
publicly put his name to a certificate on an estimate 
ot future profits. It is one thing for him to use his 
experience and common sense and to tell a client 
privately, with all the reservations which are appropri- 
ate, what he thinks of such an estimate; it is a very 
different matter for his name to be associated with a 
forecast in such 2 way as to imply that he vouches for 
it. He may be fully competent to certify past results 
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but his profession does not qualify him to certify 
the future and he should not lead the public to think 
it does. 


Implications of Position of Trust 


The auditor or professional accountant is in a positi- 
tion of trust. He must be scrupulous in regard to 
matters where his personal interests are involved. 
He must not act for clients on opposite sides in a 
transaction without the knowledge and consent of 
both. He should not purport to act in an independent 
capacity if in fact he is not independent. If, for 
example, he were financially interested to a material 
extent in an undertaking, he ought not, without the 
consent of the parties, to undertake an arbitration 
between that concern and another: He ought not to 
purport to give in an independent capacity a certificate 
of profits for such a concern. As auditor or profes- 
sional adviser of a company he ought not without the 
consent of his clients to use confidential knowledge 
thus obtained to benefit either himself or any person 
other than his client. 

The question is sometimes asked whether an 
auditor or member of the auditor’s staff can properly 
buy or sell shares in a company of which he is the 
auditor: There must clearly be circumstances and 
times when to do this would involve the use by the 
auditor of knowledge which is not available to stock- 
holders generally; there must be others when this 
would not be so. The auditor must be honest with 
himself and others, and, if in doubt, keep out. 


Ethics for Members in Industry 


I must now be drawing these remarks to a close. In 
doing so I would be the first to say that I have left 
many matters of professional conduct untouched; in 
particular, Į have said little about professional ethics 
in relation to the specific duties of members in 
industry. That is in part because there has been so 
much to be said about the duties of members in 
public practice and in part because I have not 
studied very closely the extent to which the ethical 
problems of members in industry differ from those of 
the member in practice. Perhaps on a future occasion 
you may find somebody better versed in that subject 
to talk to you about it. 


Conclusion 


I want to end where I began, by emphasizing the need 
for a positive approach to problems of conduct. Face 
your lives honestly in the light of the three golden 
rules which I have given you — be honest with your- 
selves, men of character and common sense, do unto 
others as you would be done by and seek always to 
elevate your chosen profession and the Institute in 
the eyes of the public. In so doing you will develop 
your own self respect and the respect which others 
have for you; you will enhance the value which now 
attaches to the term ‘chartered accountant’. 
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WEEKLY NOTES 


Two Profits Tax Appeals 


The Court of Appeal recently heard appeals by the 
Crown from the decisions of Upjohn, J., in Heelex 
Investments Ltd v. C.I.R. (33 A.T.C. 388), and Gahan 
v. Chloride Batteries Lid (33 ATC 354). In both 
cases the respondent company was a subsidiary whose 
principal had given notice, which had been accepted, 
to the Commissioners of Inland Revenue under 
Section 22 (1) of the Finance Act, 1937, requiring 
that the profits of the subsidiary should be treated 
for profits tax purposes as profits of the principal 
company under Section 22 (2). 

In the case of Heelex Investments Lid, the Com- 
missioners, by a notice given in 1952, directed that 
the income of its principal should be deemed to be 
the income of the members and apportioned accord- 
ingly, under the Finance Act, 1922, Section 21; 
consequently, by virtue of the Finance Act, 1947, 
Section 31 (2), the income of the principal became 
exempt from liability for profits tax. Subsequently, 
assessments were made on Heelex Investments Ltd 
for profits tax in relation to the profits for the charge- 
able accounting periods ending in 1948 and 1949. 
These the company disputed, contending that the 
effect of the notices given by the principal company 
to the Commissioners in 1948 and by the Commis- 
sioners to the principal company in 1952 was that 
the liability of the subsidiary to profits tax was trans- 
ferred to its principal, that the principal had ceased 
to be liable to profits tax, and accordingly that the 
subsidiary was not liable. The Crown’s contention 
was that there was an inherent assumption under- 
lying Section 22 of the Finance Act, 1937, that the 
principal must be liable for profits tax, and that, if it 
was not, the section was inoperative. 

Affirming the decision of Upjohn, J., the Court held 
that there was nothing in Section 22 to justify the 
construction upon which the Crown relied: the notice 
given thereunder operated to amalgamate the income 
of the subsidiary with that of the principal, which was 
exempt from profits tax. Leave to appeal to the House 
of Lords refused. 

In the case of Chloride Batteries Ltd, the result of 
notice under Section 22 was that its principal was 
assessed in respect of both companies in the sum of 
£209,437 12s od instead of the £131,742 8s od which 
it would have paid and the £191,420 which the 
subsidiary would have paid but for the notice. The 
difference was due to the higher rate of tax payable 
by the subsidiary if separately assessed by reason of 
its distribution of part of its profits to its principal. 
The subsidiary reimbursed to its principal the 
£191,420 and claimed to be entitled to deduct that 
sum from its profits for income tax purposes under 
the Finance Act, 1947, Section 38 (3) (5), that sum 
not exceeding the total profits tax payable by the 
principal and being ‘an amount by way of reimburse- 
ment of profits tax which by virtue of the notice 
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having been given was payable’. The Crown’s con- 
tention was that it was only permissible to deduct 
the additional profits tax which the principal had to 
pay by virtue of the notice, namely, £77,695 4s od 
(£209,437 12s od minus £131,742 Be od). 

Reversing the decision of Upjohn, J., the Court held 
that the words in Section 38 (3) (B) of the Finance Act, 
1947, meant the additional sum which the principal 
had to pay in respect of the subsidiary. Leave given 
to appeal to the House of Lords. 


New Tax Reserve Certificates 


The introduction of a new series — the fifth — of Tax 
Reserve Certificates, carrying an interest rate of 1} 
per cent, which was announced by the Chancellor of 
the Exchequer on Wednesday of last week, seems to 
have been prompted by the rise in recent months of 
other short-term rates. This had caused the fourth 
series of certificates, with its interest rate of 1 per cent, 
to cease to be attractive, as is witnessed by the fact 
that the net repayment of certificates during the 
seven months from July 1954, when the rate of 
interest was reduced from 1} per cent on the intro- 
duction of the fourth series, was nearly £ roo million, 


while the net repayment in the corresponding period 


in the preceding twelve months was only some 
£26 million. 

The new certificates became available last Monday, 
and, apart from the change in the rate of interest 
(which does not affect earlier issues), their terms of 
issue are similar to those of the issue which they 
replace. As before, their nominal life is two years only, 
in the sense that interest is payable on them only for 
twenty-four monthly payments from the date of each 
certificate, and the interest payments are free of tax. 
As hitherto, certificates may be tendered, whether or 
not their nominal life has expired, in settlement of 
income tax, surtax, profits tax, and land tax. 


Taxation of the Live Theatre 


Total exemption of the live theatre, the circus, and the 
music-hall from entertainments duty was the aim of a 
delegation from the Theatres Entertainment Tax 
Committee, representing organizations on both 
management and union sides of the theatre industry, 
which visited the Treasury last Monday and was 
received by Mr Henry Brooke, Financial Secretary 
to the Treasury. The delegation was led by Mr Dingle 
Foot, q.c., the independent chairman of the Com- 
mittee. 

In the matter of duty the theatre and kindred forms 
of living entertainment have long enjoyed a favoured 
position in comparison with professional sport (other 
than cricket) and the cinema. But in practice the 
concessions have not proved enough, because theatres 
cannot in practice increase their prices to meet 
increased costs in the same ratio as other types of 


entertainment. 
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In its memorandum, the Committee states that 
returns from 45 provincial and suburban theatres 
for 1953 show that 29 made a loss while only 16 made 
a profit, and that of those 16 there were only 3 where 
the profit was as much as 50 per cent of the total tax 
paid. In the case of 17 of the theatres which made a 
loss, on the other hand, that loss was less than the 
amount of the duty. It is the Committee’s case that 
the inevitable result of the burden of taxation is the 
closing down of more and more theatres. 


An Estate Duty Proposal 

The Chancellor of the Exchequer, in reply to a letter 
from Sir Robert Renwick, the Vice-Chairman of the 
Council of the Institute of Directors, says that he has 
noted for consideration a proposal by the Institute 
for the amendment of the rule that, when a gift is 
made inter vivos, the donor must live for another five 
years before his gift is exempt from estate duty. The 
tule is one which has occasioned much hardship, 
most particularly because of the uncertainty which 
it creates, and it tends to have a disastrous effect, 
particularly in the case of small businesses. 

The proposal is that the period which must elapse 
before a gift escapes duty should be graded: if the 
donor lives for four years after his gift, the duty should 
be reduced by four-fifths; if he lives for three years, 
by three-fifths, and so on. In his letter, Sir Robert 
Renwick said that this practical and reasonable sug- 
gestion would encourage saving in all classes of the 
community and the setting up of small businesses. 
From its very nature, he said, estate duty tends to 
operate in an arbitrary manner, and never more so 
than in the case of the five-year rule, which makes a 
gift inter vivos take on the nature of a gamble with 
high odds. This new proposal seems to offer a com- 
promise which should afford considerable relief while 
not too greatly depleting this source of revenue. 


Plant and Machinery 

The National Union of Manufacturers has made 
representations to the President of the Board of Trade 
on the question of the removal of the limit of £2,000, 
above which import of plant and machinery is duty 
free. Plant and machinery below that figure is subject 
to duty. The National Union maintains that this 
imposes a serious hardship on the small manufacturer 
and apparently is levied to suit the administrative 
convenience of the Government. 

The Wilson Smith Committee which reviewed the 
long-term problem of duty-free import of machinery 
said in its report: 

‘We do not consider that the import duty on 
consignments up to £2,000, i.e. a sum not exceeding 
£400, is a sufficiently serious burden even on the 
smaller firms to warrant the expense of administra~ 
tion which would be required if duty-free licensing 
were to continue on the previous scale.’ 

The National Union, however, considers that the 
arbitrary discrimination ignores the fact that the 
smaller manufacturer’s need to re-equip with the best 
available machinery is equally as great as that of 
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manufacturers who deal with larger consignments. 
It is estimated that 6o per cent of the total licences 
issued in 1951 were for less than £2,000. 


Estimates for 1955-56 

Some idea of the size, in money terms, of the Budget 
problem for the Chancellor of the Exchequer in April 
emerges this week with the publication of the civil 
estimates. The combined civil and defence estimate 
for 1955-56 is £3,858 million. Last year the corre- 
sponding figure was £3,855 million, which was sub- 
sequently increased by revisions and supplementary 
estimates to give £3,870 million. 

The largest increase in the civil estimates is {41 
million for the Ministry of Food. The National 
Health Service will cost £24 million more and a 
further £23 million has to be found for National 
Insurance and family allowances. Education will 
require {19 million more, but housing will take £7 
million less and the National Assistance Board and 
war pensions {11-7 million less. 

The estimated outlay on atomic energy is {50-6 
million or £3 million less than in the current year. 
There is a drop of £35 million in the requirements 
for strategic reserves held by the Board of Trade, but 
the strategic reserves for the Ministry of Food will 
go up by £12 million. Expenditure on civil defence 
is due to decline by about £4'5 million. The Ministry 
of Supply will need £16 million less and the estimate 
for the Colonial services is lower by £14 million. 

Assuming that the Consolidated Fund is about 
equal to this year’s estimate of £670 million, the total 
for all expenditure next year would work out at 
£4,528 million, which is about {1 million above the 
revised estimate for the current year. Judged entirely 
on the issue of balancing revenue with expenditure, 
the current buoyant state of the revenue suggests that 
the Chancellor is in a fairly comfortable position. 
Broad issues of economic policy rather than fiscal 
accounting, to say nothing of election matters, are 
likely to determine the content of the Budget, 
however. 

The Coal Board 
The outstanding features of the report, published last 
week, of the Advisory Committee on Organization of 
the National Coal Board, are the insistence on the 
need to increase the Board’s authority over its sub- 
ordinate organizations at division and area level, the 
call for a higher quality of management throughout 
the industry and the pursuit of a policy which will not 
only achieve decentralization of authority but will 
also increase the Board’s ability to perform its func- 
tions as the governing body of the coal industry. If 
these changes can be made, the report sees no reason 
why the industry should not operate in a similar 
fashion to any large commercial organization. The 
most arresting comment of the report is the opinion 
that far from the administrative side of the industry 
being over-staffed and so being oppressed ‘with a 
heavy burden of overheads, the administrative side 
of the organization has been starved and must be 
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nourished as soon as possible by more and better men. 

The report pays tribute to the industry’s success in 
many directions in organizing and running the 
industry following nationalization in 1947, having to 
start as it did with a large collection of geographically 
scattered mines of different sizes, traditions and 
practices. The Committee have recommended that 
in order to enable the Board to impress its authority 
on the industry by means of a clear and compre- 
hensive policy, its number should be raised from 
eleven to twelve members consisting of a chairman, 
a deputy-chairman, six full-time members responsible 
for particular departments, and four part-time mem- 
bers. The report itself will come under some criticism 
for recommending that part-time members should be 
appointed by the Minister after consultation with 
leaders of industrial and trade union organizations, 
and that the chairman and deputy chairman and new 
full-time members should only be appointed after 
part-time members have been consulted. Dr Fleck, 
the chairman of I.C.I. and chairman of the committee 
of inquiry has added an addendum calling for legis- 
lation to enlarge the Board to a possible eighteen 
members. The report also makes recommendations 
about methods of recruitment of staff, qualifications 
of managers and the ways in which the leadership 
exercised by the Board should be enabled to percolate 
down through the industry. 

The immediate result of the inquiry has been for 
several of the members of the old Board to resign and 
a new Board has already been constituted under the 
continuing chairmanship of Sir Hubert Houldsworth. 
The new deputy-chairman is Mr James Bowman, and 
two part-time members have been appointed. One 
of the six full-time members is the Director-General 
of Finance, Mr Joseph Latham, c.B.E., who is a 
member of The Institute of Chartered Accountants 
in England and Wales. 


Trainees for Management 
The British Institute of Management has now 
published a report called “The recruitment and 
training of men intended for management positions’. 
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This has been prepared by a study group of senior 
managers from nine leading concerns and it deals 
mainly with the recruitment and handling of manage- 
ment trainees. Also on the panel were the secretary 
of a university appointments board and the director 
of the Public Schools Appointments Bureau. The 
chairman was Mr F. C. Hooper, vice-chairman of the 
Institute’s Council. 

The report says that potential managers come from 
three groups ~ graduates of universities and training 
colleges; non-graduates with a wide general experi- 
ence in industry; and employees who have come up 
through the firm. The committee have given a 
salutary antidote to the impression which is often 
held within concerns, namely, that management 
trainees from the outside have come up the easy way. 
They say that there is nothing easy or soft about the 
years of hard, specialized study and self-discipline 
needed to complete a modern degree course with 
credit ~ and they might have added that the same 
applies to any of the established professional 
disciplines. The report also has chapters on sources 
of recruitment, wastage among trainees, methods of 
selection, induction and follow-up. The training 
arrangements are dealt with in detail and financial 
arrangements including salary levels are set out. 

The answer to the questions: what makes a good 
manager? how is he found? and how far must he be 
specifically trained for his job? might fill volumes. 
So much depends upon the human factor, the 
environment in which the manager has to work, and 
the structure of the company in which he is employed, 
that it is easier to discuss specific cases and problems 
than to find an agreed body of doctrine. In addition 
to collating a body of fact and opinion on the subject, 
however, this report has one outstanding merit: it 
shows that the best practice in industry and com- 
merce today admits that managers are vital for the 
growth of enterprise and that they cannot be left to 
be perfunctorily thrown up by an organization 
through the passage of time. Some are born managers, 
some become managers, but it should not be said that 
some organizations have managers thrust upon them. 


REVIEWS 


Estate Duty on Business Assets 
The Effect of the Finance Act, 1954 
(The Association of Certified and Corporate Account- 
ants, 22 Bedford Square, London, WC. 3s 6d net) 


The Association is to be congratulated on this booklet 
prepared by its Technical and Research Committee. 
The forty-one lucidly written pages present a useful 
practical guide to the meaning and working of 
Sections 28 to 31 inclusive of the Finance Act, 1954. 
Among the numerous helpful practical examples are 
some on the precise working of Section 28 in relation 
to the computation of the net value of industrial 
assets qualifying for the 45 per cent reduction in 
rate. There is a timely warning that where an interest 
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in a partnership passes, the Section 28 reduction will 
apply only where duty is payable on the interest 
in the business assets themselves, and not where 
duty is payable merely on a sum of money due to the 
executors under the partnership agreement or under 
the Partnership Act, 1890. 


The amendments to Section 55 of the Finance Act, 
1940, are very complicated. The booklet performs a 
useful service in summing up the position as now 
amended. Here again useful illustrative examples are 
given, as also in the section dealing with the new 
quick succession relief on business assets. Sections 
29 to 31 are reproduced as an appendix, together with 
relevant parts of the Finance Act, 1940. 
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Teach Yourself Costing 
by Professor Donald Cousins, B.Com., A.C.A. 
(English Universities Press Ltd, London, 6s net) 


The difficulty in writing a ‘teach yourself’ book — as 
the author himself hints in his introduction — is to 
discriminate between making the contents so simple 
as to be of little value to the intelligent reader, or so 
complicated and technical as to be of equally little 
value. This is, of course, a beginner’s book, but not 
so much perhaps for those aspiring to a career in the 
profession, as for those seeking a grounding in the 
elements of cost accountancy — particularly as regards 
budgetary control, standard costing, etc.-such as 
time study engineers and planners, managing directors 
and others concerned with ‘management’. 

Professor Cousins’ book is a feat of condensation; 
much ground has been covered, but as is to be 
expected in a book of only 148 pages, it is by no means 
exhaustive and the bibliography is a thoughtful 
inclusion for those who may be inclined to delve more 
deeply into the complexities of the subject. 

The author makes skilful use in some sections, of 
the question and answer method of imparting know- 
ledge — a facility which undoubtedly derives from his 
being a university teacher of accountancy — though 
one wonders if he might not have made better use of 
the space occupied by so many questions from past 
professional examinations, especially as the answers 
do not appear to be given in all cases. 

Nevertheless, as an introduction to the subject, 
including as it does some timely and penetrating 
observations as to the value of costing techniques to 
efficient management, the book is most useful. 
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Simon’s Income Tax Service 


The Income Tax and Profits Tax Provisions of the 
Finance Act, 1954, with annotations and a survey of 
the Act. 

(Butterworth & Co (Publishers) Ltd, London. 
4s net (to subscribers to the service)) 


This is a paper-backed booklet of forty-five pages 
which contains an annotated copy of the Finance 
Act, 1954, in so far as it relates to income tax and 
profits tax, and a survey of the whole Act. The 
annotations by D. Bruce-Jones, B.A., Barrister-at- 
Law, are copious and there are examples compiled 
by J. E. Harris, B.COM., F.a.c.c.a. There are also an 
index and cross-references to the appropriate 
sections of Zon e Income Tax. This is a handy 
production for finding out quickly what changes 
were introduced in 1954 and obtaining some guidance 
as to their significance. 


RECENT PUBLICATIONS 

Tue THEORY op FISCAL Economics, by Earl R. Rolph. 
310 pp. 9364. 345 net. Cambridge University Press, 
London, for the University of California Press, Berkeley, 
California. 

MONOPOLY AND COMPETITION IN BANKING, by David A, 
Alhadeff. 254 pp. 94 X 63. 34s net. Cambridge University 
Press, London, for the University of California Press, 
Berkeley, California. 

Tue DEATH DUTIES, 12th edition, by Robert Dymond and 
Reginald K. Johns, LL.B.(LOND.). cviii+1100 pp. 10X 7. 
oss net. The Solicitors’ Law Stationery Society Ltd, 
London. 

THE Non-FERROUS METAL INpustry IN Europe, A study 
by the Non-ferrous Metals Committee. 154 pp. 94x6. 
The Organization for European Economic Co-operation, 
Paris. Obtainable from H.M. Stationery Office, price 
ros net, postage 3d. 


FINANCE AND COMMERCE 


Sharply-breaking prices and doubts concerning 
Budget prospects have brought an unusual degree of 
uncertainty to the stock-markets after nearly three 


years of rising equity values. Wide fluctuations are’ 


likely over the next few weeks. 


Work of Art 


The annual publication of the Payne Organization — 
P. P. Payne & Sons Ltd and subsidiary companies — 
is a work of art. It even carries its ‘credits’: four- 
colour and half-tone blocks by Colophon; printing 
by Milward; designed and produced by the advertising 
department of P. P. Payne. 

The directors claim for the company that it is the 
largest manufacturer in the United Kingdom of 
cotton packaging tapes, cotton self-adhesive tapes, 
printed ribbons, printed fabric garment labels and 
Christmas dressings and labels. The description 
covers a very wide range of products from the satin 
ribbon inscribed ‘to Mother with Love’ for putting 
the finishing touch on the birthday present to tying-up 
tape for the gardener, and insulating tape for armature 
windings. The report, twelve by nine and a half 


inches on high gloss paper, is as much a well- 
designed pictorial advertisement for the company’s 
goods as it is the final summing up of the year’s financial 
transactions. 

The accounts form the subject of this week’s 
reprint. A colour motif- black and ` yellow — runs 
through the report and is used in the accounts 
section as a yellow background for the comparative 
figures. The accounts maintain the general standard of 
today. ‘There is no figure for sales but a short analysis 
is given of the £r of ‘gross trading income’, an 
unusual description which presumably means the 
same thing. 

Enfield Cycle 


The directors of the Enfield Cycle Company Ltd 
have this year decided to drop the tax equalization 
account. Announcing this decision, Major Frank W. 
Smith, the chairman, points out that the allowances 
made by the Inland Revenue now approximate 
closely to the depreciation being written off the fixed 
assets in the accounts. The practice of allocating to or 
withdrawing from the tax equalization account has, 
therefore, been discontinued and the balance of the 


246 


account has been carried to the contingencies reserve, 
which, with a further allocation this year, has been 
brought up to £50,000. Contingencies account, he 
says, will be drawn on for any special expenditure 
which, it is felt, would nct be a fair charge on any 
particular year’s trading. 

Many readers will know at first hand the company’s 
cycles and motor cycles. A recent development is an 
undertaking with the Indian Company of America to 
make a range of Indian motor cycles for sale in 
North America. The machines will follow Enfield 
standard practice with such modification as is 
thought necessary to meet the requirements of the 
American markets. 

Not so well known is tne fact that the company 
also has a diesel engine department. The market for 
the company’s air-coolec diesel engines, Major 
Smith reports, continues to grow. 


At the Meeting 


By the inclusion of the chairman’s statement with the 
report and accounts, most annual meetings of public 
companies have become fcrmal occasions. Even the 
annual meetings of the banks, once great City of 
London gatherings where the chairmen delivered 
their orations in a manner akin to the Chancellor’s 
Budget speech, have settled down to a formal routine, 
except that there is a tendency to fill up time with 
flowery politeness. 

It took only seven minutes recently for one of the 
big banks to deal with the essentials; the notice 
convening the meeting anc. the auditors’ report; the 
adoption of the report and accounts and the declara- 
tion of dividends; the re-zlection of directors and 
fixing the auditors’ remuneration at 5,000 guineas. 
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And then for twenty minutes more the meeting 
delivered itself of a paean of praise for the staff and for 
another thirteen minutes gave thanks to the chairman. 

Heaven forbid that the day should ever come when 
men cease to conduct their official business with that 
grace and dignity that entitle them to the prefix 
‘gentle’. But thirty-three minutes to seven seems out 
of proportion. 


Mermaids and Vows 


Sir Eldred Hitchcock, chairman of Bird & Co (Africa) 
Ltd, leaves readers of his review with a tantalizing 
query. He describes the abnormal weather in those 
parts where Tanganyika meets the Indian ocean. 
There was a sperm whale, most unusual in those 
waters, stranded on an adjacent coral reef. It was 
50 feet long and savaged by man-eating sharks. 

And then there was the ‘dugong’, a ‘most interest- 
ing creature’; a marine mammal and the mermaid of 
tradition. Three dugongs have recently been caught, 
including a male with tusks weighing over soo Ib., and 
two smaller females. There is always excitement in 
the bazaar when a mermaid is reported. 

In these Muslim countries, Sir Eldred says, no 
mermaid may be offered in the market until the 
owner has made his vows regarding it at the local 
mosque. 

What vows would one make at a mosque regarding 
a mermaid? 

Money Market 


The Treasury bill rate was well held on February 
18th, the average being {2 6s 397d per cent. Appli- 
cations totalled £366,870,000 and the market’s bid 
was maintained at {99 8s sd. This week’s offer is 
£260 million. 





P. P. PAYNE & SONS LIMITED 


t 
Consolidated P-ofit and Loss and Appropriation Accounts for the Year ended September 30th, 1954 





September 30:h, 1953 
£ £ £ 


162,376 
3 Deduct: 
19,859 
Directors” Emoluments: 

2,006 





29,442 


l 182 Bank Interest . š 
506 Audit and Accountancy Fees 


10,500 
56,000 


Profits Tax .. 
Income Tax Es 
66,509 





117,480 
44,896 
968 





Net Profits of the Group 





43,928 
Dealt with as follows: 
Dividends (less Income Tax) — 
Preference Dividend š 





21,850 


22,098 
51,564 


£73,642 


ee 





Trading Profits of the Group after deducting overseas taxation .. 
Depreciation of Plant and Machinery, Fixtures and Fittings and Motor Vehicles 


plenagemene Services meuding Commission and Pension Fund 
eces e e .. .. 


Staff and Employees Bonus ee s heme, 


Provision for de on the e profits of the year: 


Less Profits retained by a Subsidiary Company 
Net Profit of P. P. Payne & Sons Ltd 


interim Dividend on Ordinary Shares SS : ; 
Proposed Final Dividend on Ordinary Shares .. 


Leawing a Balance of the Year’s Profit to carry forward of .. 
The amount brought forward at September 30th, 1953, was 


Making a total amount to carry forward of 


£ £ £ 
180,882 


+» *.. e+ KM sf +» se 3 








137,139 
43,743 
258 





43,485 





25,080 


18,405 
73,642 


£92,047 


— a 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘On Being an Expert Witness’ 


Sir, — I do hope that the rather gloomy review of the 
accountant acting as an expert witness which Mr 
Baynes gave in his article in your issue of February 
rath will not frighten off any accountant from 
accepting the invitation to act as an expert witness. 

It is an invitation which is by no means common 
in the profession because the cases in which the 
professional accountant is called on are few and far 
between. 

Mr Baynes says that the accountant would be 
mistaken if he did not find the ordeal as bad as his 
imagination had painted it and also that all confidence 
drops from the accountant on entering the witness- 
box. Surely these conditions must depend on the 
temperament of the individual and not be of general 
application. 

Why should an accountant regard what is in effect 
a job of work as a prospective ordeal or fail to have 
the confidence which his accounting knowledge 
should give to him? 

In the two cases in which I have so far appeared 
I found the experience both enjoyable and stimulating, 
particularly the cross-examination on my evidence, 
and I look forward to the next invitation with the 
pleasurable anticipation of a mentally invigorating 
change from normal professional work. 

Yours faithfully, 
Edinburgh, 3. ANGUS MACBEATH. 


Staff Bonus Scheme 


Sir,- Replying to your correspondent ‘R. E? 
(February 5th issue), it is suggested a staff bonus 
scheme could be operated on the following lines, 
which would remove a further weakness of the present 
scheme, in that apparently the total amount of wages 
and salaries paid is not taken into account in calculating 
the bonus payable to individual members of the staff. 

Assuming that a gross profit of £230,000 and a 
bonus of 15 per cent are considered as normal, the 
total amount of bonus paid should be expressed as a 
percentage of the net profit of the company before 
charging the bonus. The percentage thus obtained is 
then used as a standard for fixing the total amount 
of bonus payable for future years, and it will be seen 
that if the net profit increases and the wages and 
salaries remain the same an increased bonus will be 
paid as a reward for increased efficiency. 

The net profit of course could increase and wages 
and salaries be increased to such an extent that the 
amount of bonus paid to individual members would 
be reduced and it is considered that this method is 
quite fair as a larger staff has been engaged to deal 
with the extra business obtained. 

Yours faithfully, 
S. N. 


+ 


Expense of Paying Small Dividends 


SIR, ~ Lately I wrote to the company in which I 
have my largest investment, suggesting that it should 
pay an interim, or half-yearly, dividend. The secretary 
replied that the board has considered my suggestion, 
but found the cost prohibitive. The company has 
many holdings of ‘£5 or £4’ only. 

What would you reckon the smallest shareholding 
which covers the cost of records, annual report, stamps 
and dividend warrant? My company cannot pay more 
than 5 per cent on its ordinary and preference stocks. 

. Small holdings, too, mean a serious loss when the 
holder wants to sell, because the clerical work is the 
same for {5 as for £500. For the small investor I 
suggest a building society. Yours faithfully, 

Cambridge. J. E. ALLEN. 


Insurance of Debts 


Sir, — I was very interested in the correspondence 
which appeared in your issue of January 22nd on this 
subject. 

Your correspondent, Mr Hirsch, refers to the new 
development of the insurance of hire-purchase debts 
which presumably refers to agreements made with 
individuals as opposed to companies. I doubt if much 
is known in this country about an additional type of 
cover which is widely effected in America. This is 
termed creditors’ group insurance and relates to the 
insurance of the life of a hire-purchase debtor for the 
amount of the loan outstanding at the time of death 
from any cause. 

It is a very simply operated system whereby the 
loaning institution, be it a finance house or a retailer 
merely pays a premium monthly on the total amount 
of outstanding loans at the agreed rate. 

I believe that British life offices have never been 
prepared to consider this type of business, but The 
American Life Insurance Company have now 
obtained representation in this country. 

J. W. BEAVEN, Director, 
LIONEL SAGE (Lire & Pensions) LTD 
London, EC3. 


Newspaper Rounds 

Sir, ~ I have a client who owns a retail newsagents, 
tobacconist and confectionery business. For health 
reasons he is considering giving up his newspaper 
rounds but continuing to serve papers in the shop. He 
has thought of selling the rounds to another newsagent. 

Could any reader who has experience of this 
trade please advise me as to how much the news- ` 
agent could charge for the rounds, would it be £x per 
customer or based upon a percentage of the annual 
sales of the rounds? Any information on this subject 
would be appreciated. Yours faithfully, 

NEWSAGENT. 


` 
B 


February 26th, 1955 


THE ACCOUNTANT 


249 


NEW LEGISLATION 


All new Acts are noted in these columns, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27~28 Basinghall Street, London, EC2. 


STATUTORY INSTRUMENTS 


The Acquisition of Land (Division of 
Unexpended Balance) Regulations, 1955 


(S.I. 1955 No. 80) 


Section 31 of the Town and Country Planning Act, 
I@54, contains provisions whereby, in cases where 
compensation on a compulsory acquisition falls to be 
assessed on the basis of existing use, any unexpended 
balance of established development value attached to 
the land immediately before the service of the notice to 
treat is to be added to the compensation. (‘This balance 
represents the residue of any claim or claims made in 
respect of interests in the land on the £300 million 
fund under Part VI of the Town and Country Planning 
Act, 1947.) Where there are several interests in the land, 
the section and the Fifth Schedule to the Act provide 
for ascertaining what portion of the balance is attribut- 
able to each interest. Tenancies for a year or less or 
from year to year are excepted interests and are to be 
disregarded. 

These regulations, which are made under subsection 
(2) of Section 31, require that persons interested in the 
land, other than the person whose interest is being 
acquired, shall be notified of any proposal of the 
acquiring authority to pay a portion of the balance to 
that person. Persons so notified are enabled to object 
to the proposal and to appeal against it to the Lands 
Tribunal if their objections are not met or withdrawn. 
Regulations 3 and 4 deal with the case where there is 
no dispute between the acquiring authority and the 
owner of the interest which is being acquired as to the 
amount of compensation which he is to receive, and 
Regulation 5 with the case where there is such a dispute. 
In the latter case, persons notified of a proposal to pay 
out a portion of the balance are entitled to become 
parties to the dispute as to compensation so far as it 
relates to the balance. 


Price 3d net. January 21st, 1955. 


The Consular Conventions (Income Tax) 
(Kingdom of Norway) Order, 1955 
(S.1. 1955 No. 156) 


Price 2d net. February 7th, 1955. 

The Consular Conventions (Income Tax) 

(United States of America) Order, 1955 
(S.I. 1955 No. 157) 


Price 2d net. February 7th, 1955. 
The Consular Conventions (Income Tax) 
(Kingdom of Sweden) Order, 1955 
(S.I. 1955 No. 158) 


Price 2d net. February 7th, 1955. 
The Consular Conventions (Income Tax) 
(French Republic) Order, 1955 
(S.I. 1955 No. 159) 


Price 2d net. February 7th, 1955. 
The Consular Conventions (Income Tax) 
(Kingdom of Greece) Order, 1955 
(S.I. 1955 No. 160) 


Price 2d net. February 7th, 1955. 
The Consular Conventions (Income Tax) 
(United States of Mexico) Order, 1955 
(S.I. 1955 No. 161) 


Coming into operation on the date of the coming into force 
of the Convention as notified in the ‘London Gazette’. 


Price 2d net. 


The purpose of these Orders is to grant, subject to 
limitations, certain exemptions from income tax to 
consular officers and employees of the States named 
in the United Kingdom, so as to give effect to 
provisions contained in the Consular Conventions 
signed by those States and the United Kingdom. 


NOTES AND NOTICES 


The Chartered Accountants’ Benevolent 
Association 
Mr George R. Freeman, F.c.a., President of the Asso- 
ciation, was in the chair and six members of the 
committee were present at a meeting of the Executive 
Committee held on February 16th. 

The committee considered, in addition to matters 
of finance and administration, four new applications 
for assistance. In two cases it was decided to make 
no grant in view of the applicants’ income and capital 
position; in another case it was decided to pay certain 
debts — the payment to be considered’ as a loan pend- 
ing sale of property within a reasonable period — and 


to make a temporary grant of £6 a week. In the 
fourth case it was decided to give a donation of £50 
towards medical expenses and a grant at the rate of 
£52 per annum for one year. 

Twenty-six applications for further assistance were 
considered; in eighteen cases the grant was renewed; 
in five cases the grant was increased; and in three 
other cases the grant was slightly reduced. 

The hon. secretary reported three cases where 
circumstances had improved and assistance was no 
longer necessary. He also reported that benefieiaries 
had been sent Christmas food parcels costing {201 
and that gifts of clothing had been sent to certain 
old age pensioners at a cost of £428. 
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In Parliament 


Tax RECEIPTS 


Captain PILKINGTON asked the Chancellor of the 
Exchequer how much taxation per head of the 
population was paid in 1938, 1950, and 1954. . 

Mr R. A. Burver: Total Exchequer receipts from 
Inland Revenue, Customs and Excise and motor 
vehicle duties, per head of the population of the 
United Kingdom, were £18 in 1937-38, £73 in 
1949-50 and £82 in 1953-54. 

Hansard, Feb. 15th, 1955. Written Answers. Col. 20. 


BANKRUPTCIES 


Mr Dopps asked the President of the Board of Trade 
how many bankruptcies took place in 1954; and how 
this compares with 1953 and 1951. 
Mr P. THORNEycROFT: There were 2,176 bank- 
ruptcies in 1954; 2,222 in 1953; and 1,816 in 1951. 
Hansard, Feb. 17th, 1955. Written Answers. Col. 80. 


DISTANT~WATER VESSELS: COSTINGS INVESTIGATION 


Mr Dopps asked the Minister of Agriculture if he 
will make a statement showing what progress has 
been made by the White Fish Authority in its costings 
investigation into distant-water fishing. 

Mr Heatucoat Amory: The White Fish Authority 
has received completed questionnaires covering the 
great majority of distant-water vessels. The authority 
is analysing these returns and hopes to publish a 
summary of the results in its next annual report. 


Hansard, Feb. 17th, 1955. Oral Answers. Col. 533. 


Increase in Loan Debt of Local Authorities 


' The biennial publication of The Institute of 
Municipal Treasurers and Accountants on the loan 
debt of local authorities has recently been issued.1 

The return gives details of outstanding debt at 
March 31st, 1954, of all county boroughs (83), all 
counties (61), the London County Council, metro- 
politan boroughs (28), the City of London, 209 
non-county boroughs, and 201 urban district councils. 

It analyses the total loan debt of each authority 
over the various services for which the debt was 
incurred, and the services are grouped under three 
main headings — trading services, housing and social 
services, with totals for each section. For comparative 
purposes, the totals of the housing and social service 
debt are expressed as amounts per head of population 
and per pound of rateable value. 

Also shown is an analysis of the methods by which 
the loans were raised and the average rate is given 
at which interest was payable on the outstanding 
debt at March 31st, 1954. Among the county 
boroughs the highest total net debt at that date was 
in Birmingham with 101,187,853, followed 
by Liverpool (£70,888,136) and Manchester 


1 Return of Outstanding Debt at March 31st, 1954. The Insti- 
tute of Municipal Treasurers and Accountants, London. 5s 
post free. 
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(£69,855,697); while the figure for the London @ 
County Council amounted to £203,851,088. 

The following totals taken from the summary 
table which consolidates the figures of the various 
classes of local authority, show the considerable 
increase in loan debt since March 31st, 1952: 


County Boroughs, Counties, 
L.C.C., Metropolitan Boroughs 


and City of London 
March 31st, March 31st, 
1952 1954 
É £ 


'Total net loan debt ..T,338,587,865  1,710,749,581 


Net housing debt .. 705,226,836 952,307,230 

Net social service debt 380,861,238 517,590,417 

Net debt per head of popu- 

lation: £s d £ + d 

'Total net debt 30 I2 O 38 16 1 
Housing . r6 2 5 21 [2 O 
Social services 8 I4 I II 14 O 

Average rate of interest £3:08% L332% 


Chartered Accountants’ Golfing Society 


The following fixtures have been arranged by the 
Chartered Accountants’ Golfing Society for 1955: 
April 29th: The Wood Cup, at Walton Heath. 
May I4th-r5th: Annual Meeting, at Rye. 


June 17th: Summer Meeting, at Addington. 
September 27th: Autumn Meeting, at Berkshire. 


The Institute of Actuaries 


An ordinary general meeting of the Institute of 
Actuaries will be held in the Hall of the Chartered 
Insurance Institute, 20 Aldermanbury, EC2, on 
February 28th, at 5 p.m., when Mr N. Benz, M.A., 
F.LA., will submit a paper entitled ‘Valuation of 
reversions and life interests for the purpose of appor- 
tionment of trust funds’. 


Obituary 


HENRY JOHN Cross, A.C.A. 


It is with deep regret that we announce the death on 
February 7th, at the age of or, of Mr Henry John 
Cross, A.C.A., at his home in Guildford, Surrey. 

Mr Cross was one of the oldest members of the 
Institute, being among the first two thousand to be 
admitted to membership. He served his articles in 
Birmingham, and following his success in the 
examinations, was admitted an Associate in 1889. 
Not long afterwards he was appointed managing 
director of Marriage, Neave & Co, flour millers, of 
Battersea, London, a post which he occupied until 
he retired in 1921. 

During his retirement, Mr Cross was interested in 
many local societies of a charitable and social nature 
and held office in a number of them. He was a keen 
chess player. 

Mr Cross was proud of the fact that three of his 
four sons became chartered accountants. He is sur- 
vived by his widow, to whom we extend our deepest 
sympathy. 


* 
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The Corporation of Secretaries 

The annual dinner of the Corporation of Secretaries 
was held at The Waldorf Hotel, London, on February 
18th. Alderman A. T. Pike, o.B.E., J.P., F.C.C.S., 
Chairman of the Council, presided, and the guests of 
honour were The Rt. Hon. The Earl De La Warr, 
H.M. Postmaster-General, and the Countess De La 
Warr. Other principal guests included: 

Mr C. E. Beevers, C.B.E. (H.M. Inspector, Ministry 
of Education), and Mrs Beevers; Dr C. M. Chavasse, 


O.B.E.(MIL.), M.C., T.D., D.D. (Bishop of Rochester), and Mrs 


Chavasse; Sir Claude Corea, K.B.E, (High Commissioner for 


Ceylon), and Lady Corea; Mr J. Cowen (Assistant Secretary, 
Board of Trade), and Mrs Cowen; Mr W. E. Harrison 
(President, The Institute of Cost and Works Accountants), and 
Mrs Harrison; Lieut.-Col. The Rt. Hon. Sir Cuthbert 
Headlam, Bt., D.s.O., O.B.E., T.D. (Vice-President of the 
Corporation), 

Mr H. C. Heales (President, The Building Societies Insti- 
tute), and Mrs Heales; Mr J. C. Jones, c.B.z., B.sc. (Hon. 
Secretary, The Assoctation of Technical Institutions), and 
Mrs Jones; The Hon. T. M. Kodwo Mercer (Commissioner 
for the Gold Coast), and Mrs Kodwo Mercer; Sir Stanley 
Rous, C.B.E., J-P; Mr J. H. Warren, opp, M.A., D.P.A. 
(General Secretary, National and Local Government Officers’ 
Association), and Mrs Warren; Mr H. F. Wyatt (Representa- 
tive, Sudan Government Agency in London), and Mrs Wyatt. 


Following the loyal toasts, the Chairman proposed 
the toast of “Her Majesty’s Ministers’ and the 
Postmaster-General responded. The toast of “The 
Corporation of Secretaries’ was proposed by Sir 
Cuthbert Headlam, and Mr Norman Griffiths, F.c.c.s., 
member of the Council of the Corporation, replied. 

Sir Claude Corea proposed a toast to “The land we 
live in’, which was responded to by the Bishop of 
Rochester. 

Music during dinner and for the dancing which 
followed, was played by Savill and his orchestra. 


Liverpool and Manchester Students’ 
Residential Course 

The twelfth general residential course to be arranged 
by the Education and General Tuition Committees 
of the Liverpool and Manchester Societies of Char- 
tered Accountants will be held at Burton Manor, 
Burton, Wirral, from Monday, March arst to Friday, 
March 2sth. The courses are open to all articled clerks, 
and students out of articles, in the offices of members 
of the Institute within the areas of the Liverpool and 
Manchester Societies who are to sit for the Institute’s 
examinations. Vacancies for the sixty places available 
will be allocated so far as possible between the two 
areas equally, and students living near Burton will be 
accepted as non-resident members. 

An interesting programme of lectures is to be given 
and once again there will be emphasis upon the group 
discussions which will follow the papers. 
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The Chartered Accountant 
Students’ Society of London 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m.: Lecture on “The organization and work 
of a share registration department’, by Mr W. L. Talbot, 
ECIS., F.T.L.1., F.R.ECON.S. Chairman: Mr W. K. Wells, 
B.A., A.C.A. 

Tuesday, 5.30 p.m.: Demonstration of Kenrick & Jefferson 
Accounting Methods (limited number). 

Wednesday, 6 p.m.: Dinner debate on a motion regretting 
the passing of the steam train. 

Thursday, 5.30 p.m.: Demonstration of Kalamazoo 
Accounting Methods (limited number). 6.30 p.m. (at 
Guildford): Lecture on ‘The law of defamation’, by 
Mr R. Simpson, Barrister-at-Law. 

Friday: Visit to the Royal Mint (limited number). 5.15 p.m.: 
Introductory course lectures on (1) “The functions and 
form of the profit and loss account and balance sheet’; 


` 


(2} “The ownership and control of businesses’. 


Southampton and District Chartered 
Accountants’ Students’ Society 


The fifth annual general meeting of the Southampton 
and District Chartered Accountants’ Students’ Society 
was held recently at The Polygon Hotel, Southampton. 
The President, Mr A. S. Watson, F.C.A., F.S.A.A., 
presided. 

The officers and committee were elected. as follows: 


President: Mr A. S. Watson, F.c.A. 

Chairman: Mr W. H, Green, A.C.A. 

Hon. Treasurer: Mr J. Sheppard. 

Hon. Auditor: Mr R. C. Niddrie. 

Hon. Secretary: Mr G. G. F. Johnston, 58 The Avenue, 
Southampton, 

Hon, Librarian: Mr D. D. Edwards. 

Members of Committee: Mr R. Bentley, F.c.A., Mr J. G. 
Gibb, a.c.a., Mr B. J. Westwood, A.C.A., Mr R. A. G. 
Brown, Mr J. M. Goodenough, Mr D A. Tomlin. 


After the formal business, Mr K. J. Grant, 
Southampton branch manager of Bowmaker Ltd, 
gave an address on “Hire-purchase’. 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Co (Publishers) Led, in collabor- 
ation with Taxation Publishing Co Ltd, have the following advantages: 
Reports of every English and Scottish case are posted to subscribers as soon 
as possible after che transcript of his judgment has been approved by the 
Judge and is available % EVERY income tax, E.P.L., profits tax, stamp duty, 
and estate duty judgment in the English and Scottish Courts is reported 
The reports are accredited for citation in Court, and are prepared by 
r N. E. Mustoe, Q.C. x The reports include full reports of the judgments 
with detailed head-notres ye Tables of cases and of statutes judicially con- 
sidered, and a subject index, are provided at the end of the year on 
completion of each volume. 


Annual Subscription 201. post free 
GEE & COMPANY (PUBLISHERS) LIMITED 


27-28 BASINGHALL STREET, LONDON, EC2 MONARCH 5347-8 








JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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‘Business as Patron of the Arts’ 


At a meeting of the Royal Society of Arts to be held 
next Wednesday, March and, at 2.30 p.m., a paper 
entitled “Business as patron of the arts in the industrial 
age’ will be read by Mr F. C. Hooper, B.sc., Managing 
Director, Schweppes Ltd. Sir Francis Meynell, 
Master, Faculty of Royal Designers for Industry, 
will preside. 

Readers wishing to attend the meeting are invited 
to apply for tickets to the Secretary, Royal Society of 
Arts, John Adam Street, Adelphi, London, WCz. 


SEVENTY-FIVE YEARS AGO 
From @he Accountant or FEBRUARY 28TH, 1880 


Extract from leading article entitled 
GROUNDS FOR REMOVING LIQUIDATORS 


The present Master of the Rolls is a judge whose 
ability is generally recognised, and whose decisions 
command universal respect; it is therefore with the 
greater satisfaction that we notice his vigorous and 
sensible treatment of an application recently made 
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before him to remove an accountant from the post of 4 


liquidator of an insurance company. Motions of this 
kind too often proceed from simple rivalry, and not 
from any conviction of the demerits or unfitness of 
the person sought to be removed. As Sir Geo. Jessel 
plainly put it, they are “usually mere contests as to 
which solicitor should get some costs,” and his lord- 
ship has decided to do his best to prevent the time of 
the Court being wasted by applications of this sort. 
The remarks of the Master of the Rolls in the case 
referred to should tend to remove certain erroneous 
notions on the part of the general public, who are led 
to believe that liquidators are often appointed solely 
as the result of influence, and without any regard to 
their professional fitness for the office. ... 


Overseas Economic Surveys 


Surveys of economic and commercial conditions in 
Cuba and Portugal in the series prepared by the Board 
of Trade have recently been published. The surveys, 
priced 4s 6d (by post 4s gd and 4s 11d respectively) 
are obtainable from Her Majesty’s Stationery Office 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Committee Activities 


The Committee has reviewed the annual accounts for 
1954 and a subcommittee has been engaged on the 
preparation of the annual report and accounts to be 
submitted to members at the annual general meeting 
on April 2gth. Full details of the annual general 
meeting will be given in a later issue; meanwhile it is 
expected that the meeting will be lively and interesting. 

The Residential Course Subcommittee has met to 
consider the general programme and the subjects for 
lectures at this year’s course. It has also been necessary 
to look forward to 1956 since colleges are reserved for 
courses a long time ahead. 

The committee is acting on the suggestion made by 
a member that the Society should adopt a Christmas 
card, Specimens and quotations will be considered by 
a small subcommittee set up for that purpose. 


Examination Results 


Full details of the recent examination results will have 
been seen by members, but it is worth recording that 
London students gained four out of six places and twelve 
out of thirteen prizes in the Final, and nine out of 
sixteen places and nine out of eleven prizes in the 
Intermediate. Of the prizes awarded by the Society for 
the Final, the Plender Prize was won by J. R. Baker 
and the Society and Howitt Prizes by D. J. N. 
Tschaikowsky, and for the Intermediate, the Plender 


Prize was won by E. C. Meade and the Society Prize 
by R. M. Scarles. 


Suggestions Book 


A complaint has been made by a member who refers to 
the increasing tendency of students to leave the 
Monday evening lectures at inopportune moments. 
It is realized that time does not allow all members to 
stay for the questions and discussion; nevertheless, it is 
discourteous to the lecturer and distracting to other 
members to leave during the lecture or discussion, 
and members who cannot stay till the end of the 
meeting should leave after the lecture and before 
questions start. 


Recent Activities 


The new members’ meeting was attended by seventy- 
five students who through the courtesy and help of 
The Accountant were able to see an American Institute 
film on accountancy as a career. Thanks are due to.the 
Presidents of the Society and the Institute and the 
four Vice-Presidents of the Society who found time to 
be present at the meeting and to welcome new members. 

There have been good numbers also at the Intro- 
ductory Course lectures, the Post-Intermediate Course 
and the general lectures. 

It is expected to publish the next London Students’ 
Column in The Accountant dated March 26th. 
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BANK RATE 4: PER CENT 


INCE monetary policy came into its own again a change in 

Bank rate has been a matter for the headlines, especially if 

the change is upwards — for bad news is usually bigger news 
than good news. On February 24th the rate was changed from 
3% per cent to 44 per cent, the new rate being the highest since 
1932. In amount as well as in direction, this change justified its 
headlines. As last week’s commentators were quick to point out, 
appearances were misleading to the extent at least that no im- 
mediate crisis was looming ahead of us; so far has ‘monetary. 
policy’ been restored that it can now again be used ‘normally’ as 
a controller of the economic balance, as compared with 1951, 
when it was still an old tool rediscovered, when its merits were 
still a matter of controversy and when there was still surviving a 
multiplicity of direct controls. But the very reasonable emphasis 
on the fact that this was not a crisis move must not be allowed to 
hide the fact that there were real and grave reasons for the 
CHANCELLOR’S action, 


It had become apparent by the turn of the year, as indeed had 
been anticipated for a good while longer, that the country was 
running into difficulties. After the remarkable successes of the 
early months of 1954, the reflection of which carried right through 
to the end of the year, the terms of trade were moving a little 
against us and imports were increasing faster than exports, partly 
perhaps for stock, but in any case unfortunately when the prices 
of those imports were increasing too; and these factors have 
naturally weakened our exchange position. The rise of $ per cent in 
the Bank rate in January was much publicized as an ‘amber light’, 
and it was hoped that the warning would be enough. It did not 
prove so, and in the few days before the February rise it became 
apparent that the Bank was concerned to make the Bank rate 
mechanism more effective. Then came the I per cent rise, to a 
rate high enough to be a clear mark of the Government’s firm 
intentions. 


The most direct effect on the public will, of course, be in the 
more or less corresponding rise in the interest charged on bank 
advances: customers whose arranged rate is 1 per cent above 
Bank rate with a minimum of 5 per cent, will pay only 4 per cent 
more, but others with lower minima will suffer the full 1 per cent 
increase. The rate allowed on deposits now goes to 24 per cent -a 
rate which may have interesting effects on the banks’ deposit 
figures. e 


The rise in Bank rate was accompanied by two moves, each 
designed to reinforce the tightening of monetary discipline. In 
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order to check the trading in transferable 
sterling (which has lately been at as much as 
seven cents discount) the Exchange Equalisation 
Account has been given a ‘wider discretion’ 
to operate in those markets in which sterling 
is traded at a discount. This decision has been 
welcomed as an attempt to restrict this par- 
ticular form of dollar loss without recourse to 
more direct controls. 

At the same time hire-purchase restrictions 
which were lifted last July have been reimposed, 


though in somewhat less strict a form, and the ' 


Capital Issues Committee and the banks have 
been asked to treat applications for finance for 
hire-purchase more restrictively. Many regard 
even this restoration of controls as a sadly 
retrograde step by a CHANCELLOR who has other- 
wise made such considerable progress in the 
revival of monetary policy. It is one of the gaps 
in the formidable array of statistics on which the 
country’s planning, Socialist or Conservative, 
must be based, that there are no detailed figures 
of hire-purchase, and it is not easy to judge at all 
accurately how necessary the new check is. Hire- 
purchase has certainly responded to last year’s 
freedom with a substantial increase, an increase 
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which is, in part at least, an addition to the § 
pressure'of home buying, already considerable in 
a prosperous and ‘freed’ community; and that 
pressure must be unwelcome when it competes 
with exports as strongly as it seems to have done 
of late. Moreover, this country, having broken 
down the aura of disrepute which surrounded 
‘never-never’ in the ’thirties, has still not entirely 
accepted the technique as a respectable one, nor 
perhaps quite fathomed its impact; and MR 
BUTLER may be easily enough forgiven if in fact 
this part of the three-fold action was a little 
unduly nervous. At worst, the new restrictions; 
even though they be a concession to the advocates 
of direct controls, cannot but help him in his: 4 
main purpose. 

The CHANCELLOR’S correctives were ge 
necessary, and immediate political reactions 
showed that they were courageous too. The 
Bank rate change was more severe than most 
people. had expected, but if it proves to be 
enough to check what has not yet become an. 
irresistible movement towards crisis there will 
be no harm in that. Indeed, if it lessens Mr 
BuTLer’s budgetary difficulties in a few weeks’ 
time there will be positive good. 


DISTRIBUTIONS FOR i `` 
PROFITS TAX PURPOSES 


by MAX ENGELHARD, B.A., LL.B. 


T HE rate of profits tax varies largely 
according to whether the profits are 
| distributed or not. The present full rate is 
224 per cent on the profits (subject to abatement) 
as adjusted for profits tax purposes, but there is a 
non-distribution relief of 20 per cent on profits 
retained in the business, so that in effect the rate 
of profits tax is 22} per cent on distributed 
profits and only 24 per cent on those which are not 
distributed. For this reason it will be of some 
importance to determine what are ‘distributions’ 
for the purpose of profits tax. | 


Profits 
Profits chargeable to profits tax are the profits as 
computed for income tax purposes for the relevant 
chargeable accounting period and adjusted in 
accordance with the provisions of Schedule IV to 
the Finance Act, 1937, and subsequent amend- 


ments thereto. One of the important provisions 
is the fourth paragraph to that schedule, which 
provides that interest, annuities arid other annual 
payments (other than dividends or distributions 
of profits) are allowable deductions for profits 
tax purposes except if made by a ‘director-con- 
trolled’ company to its directors (other than 
whole-time service directors). 

Because of the machinery of collecting tax at 


‘source these are not allowable deductions for 


income tax purposes (see Section 137 (D of 
Income Tax Act, 1952), as in fact tax at standard 
rate is deducted from such payments and ‘re- 
tained by the person making the payments. 


Distributions | 
Distributions are dealt with in Sections 34 to 30 
of the Finance Act, 1947. Section 34 of the- Act 
deals with the calculation of the “net relevant 
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B distribution’ from the ‘gross relevant distribu- 


TY 


tion’. Section 35 (1) of the Act defines gross 
relevant distributions to proprietors as: 

‘the total distributions to the members of the body 
corporate .. . not being distributions allowable as 
deductions in computing the profits of the trade or 
business . . . for the purposes of the profits tax, 
and being either: 

(a) dividends declared not later than six months 
after the end of that period which are ex- 
pressed to be paid in respect of that period 
or any part thereof; or 

(b) distributions (other than dividends . . . under 
paragraph (a) .. .) made in the period; or 

c) in the case of the last chargeable accounting 
period in which the trade or business is 
carried on, so much of any distribution made 
after the end of that period (not being a 
distribution to which paragraph (a) of this 
subsection applies) as is not a distribution of 
capital.’ 

Capital under (c) is limited in the case of a 
limited liability company to ‘the total nominal 
amount of the paid-up share capital’ plus any 
premium (paid in cash) at which it has been 
issued. 

Subsections (2) and (3) provide, that if the 
Commissioners are satisfied that any dividend 
could not reasonably have been declared within 
six months after the period for which it was paid 
they may in their discretion direct that it is to be 
treated as if declared within the six-month period. 
Subsection (5) defines the term ‘declared’ and 
includes interim dividends under dividends. 

By Section 36 (1), Finance Act, 1947, the 
following are deemed to be distributions, wherever 

"Loi any amount is distributed directly or in- 
directly by way of dividend or cash bonus to 
any person; or 

(b) assets are distributed in kind to any person; or 

(c) where the trade or business is carried on by 
a body corporate the directors whereof have 
a controlling interest therein, an amount is 
applied, whether by way of remuneration, 
loans or otherwise, for the benefit of any 
person.’ 


Interpretation of Section 


Although the wording of the section is very wide, 
this section must be read in conjunction with 
Section 35 (1) of the Act to make it a ‘relevant’ 
distribution. Hence the words ‘any person’ or 
‘for the benefit of any person’ can only be applied 
to a member of the corporate body. As 
Sir Raymond Evershed, M.R., puts it in CLLR. v. 
Chappie Lid (32 A.T.C. 44; 34 T.C. 509): 


‘, . . although the first subsection, which I have 
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read refers to distributions “to any person”, in 

order to make the subsection in practice applicable 
~ the person must be a member or a proprietor of the 

body corporate or unincorporated which is liable 

to be taxed.’ 
‘Member’ is not defined in the Act, but it can be 
assumed to have the meaning ascribed to it by 
Section 26 of the Companies Act, 1948, viz. a 
person, who has agreed to become a member 
and whose name is entered on the register or a 
subscriber to the memorandum. 

A loan made by a ‘director-controlled’ company 
to any of its members, even if made on com- 
mercial terms bearing interest, has been held to be 
‘for the benefit’ of the borrower and chargeable 
under Section 36 (1) (c), Finance Act, 1947 
(Chappie’s case supra).. 

On the other hand a payment by a director- 
controlled company to a managing director in 
consideration for his undertaking not to compete 
with the company when he leaves its service has 
been held not to be a distribution within the 
meaning of Section 36 (1) (c) of the Act. CLLR. 
ù. Lactagol Ltd (33 A.T.C. 162; 35 T.C. 230). 
Per Harman, J.: 

‘It seems to me this is a question of drawing the 
line somewhere. Supposing a company of this sort 
wishes to acquire half a dozen motor lorries and it 
finds that one of its members is the owner of such 
a commodity, and it buys them: is the price paid an 
application of an amount for the benefit of the 
seller? I can hardly think it is. It seems to me that a 
simple transaction by way of purchase and sale . 
cannot be within the mischief aimed at by the 
section. I cannot see there is any difference between 
buying a motor-car— indeed, Lord Greene said 
there was not — and buying the protection of your 
goodwill in the form of a covenant by a dangerous 
potential competitor. . . . I cannot help thinking 
that such a purchase for which such a return is 
received cannot, within any reasonable use of 
language, be treated as an application of an amount 
for somebody’s benefit.’ 

That part of the dictum of Mr Justice Harman 
referring to purchases by a director-controlled 
company from its members, though obzter, may 
yet be useful and prove strong persuasive auth-o 
rity should any such transaction be tested in the 
Courts. It is, however, respectfully submitted that 
the dictum as it stands is too wide and ought to be 
restricted to bona fide purchases at a reasonable 
price. 
Directors’ Fees 

The provision of Section 36 (1) (c) of the Finance 
Act, 1947, regarding ‘remuneration’ must be 
read in the light of paragraph 11 of Schedule 4 
to the Finance Act, 1937, as replaced by Section 
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34, Finance Act, 1952. These provide that in the 
case of a director-controlled company remunera- 
tion to directors other than whole-time service 
directors is allowable only within certain statutory 
limitations. Remuneration which is voted in 
excess of the permitted amounts ranks as a 
distribution for profits tax purposes. 


Capital Profits 


A distribution of a capital profit, whilst not 
subject to income tax in the hands of the company 
or shareholders, is yet a distribution of profits 
within the meaning of Sections 35 and 36 of the 
Finance Act, 1947. Thus in CLLR. v. Bell & 
Nicolson Lid (31 A.T.C. 57; 33 T.C. 130) the 
company made a special distribution to share- 
holders out of a non-taxable surplus arising from 
the sale of investments, i.e. a capital transaction. 
It was held that this constituted a distribution 
within the meaning of Sections 35 and 36 of 
the Act. | 

By the proviso of Section 3o (3) of the Finance 
Act, 1947, however, the distribution charge 
can never exceed the non-distribution relief 
granted for all earlier chargeable accounting 
periods plus the profits tax liability for the current 
period. As Donovan, J., puts it: 

“The effect of that [i.e. the proviso] is this: that 
an amount equal to the aggregate of the trading or 
business profits in current and preceding charge- 
able accounting periods is alone charged to profits 
tax. Nothing above this aggregate is taxed.’ 


Reduction of Capital 

The proviso to Section 36 (1) of the Finance Act, 
1947, states: 

*, .. that no sum applied in repaying a loan or in 

teducing the share capital of the person carrying 

on the trade or business shall be treated as a 

distribution’. 
The question whether a premium paid in re- 
demption of preference shares — which by Section 
58 (í) (a) of the Companies Act, 1948, is a 
payment out of profits—is a distribution of 
profits or a part of the amount ‘applied in reducing 
thé share capital’ arose in C.I.R. v. Universal 
Grinding Wheel Co Ltd (32 A.T.C. 180 and 428 
(C.A.)). The company issued in 1935 preference 
shares of {1 redeemable at a premium of 7s and 
redeemed the shares in 1947 partly by an issue of 
new capital and partly by the application of 
profits. The Special Commissioners, Upjohn, J., 
and the Court of Appeal (Hodson, L.J. dissent- 
ing) all held that this was not a distribution 
within the meaning of Sections 35, 36, Finance 
Act, 1947. 
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Leave of appeal to the House of Lords having f 


been granted, this decision cannot yet be treated 
as final. 


Capitalization 


To prevent a company from distributing profits 
without incurring profits tax liability by capitaliz- 
ing profits followed by a reduction and repayment 
of share capital or vice versa, Section 31 of the 
Finance Act, 1951, enacts that the smaller of the 
two amounts, viz. the amount of the reduction 
or the amount capitalized is deemed to be a gross 
relevant distribution to proprietors. A series of 
such transactions is also caught by this section. 


Interest and’ Dividends 
The dividing line between interest payments and 
a distribution of profits is sometimes difficult to 
draw. In A. W. Walker & Co Lid v. CLLR. 
(12 T.C. 297) (a case on excess profits duty), 
a firm had agreed to pay 200 interest per 


annum on a loan of £4,000 and in addition 3/2o0ths | 


of the profits up to a maximum of £300. The 


bung 


document provided that this should not constitute ` 


a partnership. It was held that the £200 con- 
stituted interest and was, therefore, an allowable 
deduction, whereas the 3/2oths of the profits 
amounted to a ‘distribution’. 

In CIR v. Pullman Car Co Lid (33 A.T.C. 


167; 35 T.C. 221), the company, as part of | 


a scheme of capital reorganization, issued e per 
cent cumulative income stock in exchange for 
7 per cent cumulative preference shares to the 
preference shareholders. The instrument creating 
the income stock provided mier alia for the 
eventual redemption of the stock and for payment 
of the 5 per cent interest to the extent to which the 
net profits of the year in question were sufficient 
to pay such interest. The company claimed to be 
entitled to deduct the amount of interest paid in 


computing its profits for profits tax purposes. - 


The Revenue sought to disallow it and treat it 
as a ‘distribution of profits’. It was held to be an 
allowable deduction on the ground that the holders 
of the income stock were not members of the 
company, but in the position of people who had 
lent money to the company. 

The implications of this case may be of con- 
siderable practical importance. In effect, no more 
rights were conferred upon the income stock- 
holders than is normally given to redeemable 
preference shareholders, yet the company was 
entitled to deduct the interest payments in com- 
puting its profits, whereas dividends on preference 
shares attract the full rate of profits tax. Apparently 
the Revenue does not always get its own wey. 
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ACCOUNTING FOR A BIG PROJECT 


by JAMES R. PORTER, A.C.A. 


AR too often, it seems, the financial pitfalls 

which accompany any large construction 

project are overlooked until the project is 
so far advanced that the accountant becomes not 
the doctor but the coroner. 

When a company decides to invest a very large 
sum, perhaps tens of millions of pounds, in the 
construction of a group of assets, there is a ten- 
dency merely to appropriate the capital funds, 
engage a contractor and then to leave the whole 
matter to a group of project engineers employed 
by the company to act as liaison officers between 
its management and the contractors. The con- 
tractors claim, and in most cases rightly so, that 
they can and do provide a complete and accurate 
costing service. So why worry the company’s own 
hard-pressed accountants? 


The Role of the Company’s Accountant 


It is true that the company’s accountant cannot 
and should not ‘direct’ the project. How much 
he can influence its final cost is hard to say and is 
largely a reflection of the individual’s tact and 
methods, as well as his ability as an accountant. 
Certain it is, however, that an able man can at all 
times be in a position to answer these questions: 


(1) How has the money been spent? 

(2) How much has been committed in addition to 
that spent? 

(3) How much more is required? 


Three simple questions to which the answers 
in the case of any big project are far from easy to 
supply. If, however, the company is to ‘control’ 
the job, the answers must always be available and 
even if not requested must be given and acted 
upon. 

From the pure accounting angle the first 
question is important since really reliable, accu- 
rate and properly set out records of expenditure 
can only be produced during the course of the 
job. ‘The value of these in the preparation of fixed 
asset records, and for computing the various 
investment and capital allowances for taxation 
purposes, requires little amplification for those 
who have been unfortunate enough to conduct a 
post-mortem on a project which has ‘run wild’. 

The second question must be answered, and 
considered with the first, if the actual position of 
the job is to be contrasted with progress at any 
given date. Combined ‘with the third, and only 


by considering all thése, will the true overall 
position be appreciated and the proper financing 
arrangements be made. 

The accountant, then, is here both a watcher 
and a forecaster. To achieve his ends he must 
never appear to allow figures to rule the job, but 
equally must he never relax in his efforts to 
ensure that nothing that is done prejudices its 
original financial conception, on which, no doubt, 
the decision to proceed with the project was taken. 


The Beginnings 


First get an accountant. It will be helpful to 
appoint someone who will be assigned to the 
accounting department of the finished job. By 
growing with it he will obtain an invaluable 
insight into the make-up of the various units, 


which can be of very great value to him and 


others in the ‘operational’ period which lies 
ahead. He must be keeri;*competent, and above 
all, a miracle of tact, since in a big project ‘men 
are men’ and too often figures take the hindmost. 
He should start work before the ground is cut 
and not when the contract is signed, since this is 
not infrequently nearer the end than the begin- 
ning of the job. 

His first and one of his most important jobs is 
to set up a construction code by which the costs 
of the--various units and components can ‘be 
directed into the appropriate ‘slots’. The pre- 
paration of the code must be a joint effort of 
engineers, who know the practical make-up of 
the finished job, and the accountant, who will 
naturally concentrate on the final records he 
requires. The code must, of course, afford him 
a breakdown of expenditure leading to fixed asset 
records capable of fitting in with those already 
established, for his company. It must provide 
sufficient information to establish the cost of 
retirements and replacements when thé job is 
finished, a basis for depreciation calculations and, 
of course, (a meal to satisfy }the appetite of the 
Inspector of Taxes. 

The code should be simple — if it is not it can 
never be applied — and should be designed to fit 
not only the capacity of the punched-card instal- 
lation (almost a sine qua non In a job of any 
magnitude), but the ability of those who. will 
apply it. 

A simple example of the sort of code which 
might be appropriate is given below although, 
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of course, each industry calls for a basically 
different approach to the problem: 


ist Group 2 digits — Source (i.e. cash, journal 
entries, etc.). 

and , 3/4 `, ~ Document No. 

zd y 2 »„ ~ Main unit (e.g. power 
house, administrative 
block, etc.). 


- Type of component 
(pumps, motors, gears, 
office equipment, etc.). 


vw ~ Identification No. (ie. 
pump No. 854). 


4th ,, 2o = 


sth ,, 3 


Having established the code, the accountant 
must examine it and carry out a series of practice 
runs to:see: . 

(a) that it is practical; 

(b) that the ‘sheep’ are in one group and the 
‘goats’ in another (there is a tendency for 
items to stray from their correct descriptive 
grouping); 

(c) that it is reasonable, having regard to the 

egee ge . 
capabilities of the various employees both 
of the company’s and the contractor’s staff 
` who, after all, may be using it for the next 
two or three years. 


The mere distribution of the code, however 
well constructed, is not of itself sufficient. The 
accountant should meet with representatives of 
all branches of the contractor’s staff and ensure 
that its purpose and practical operation are 
known. . These discussions should have as their 
aim: 

(i) The application of coding at the outset. 

Unit drawings, specifications, etc., should 

be referenced to the code which should then 
automatically follow through requisitions, 
purchase orders, invoices and thus to the 
appropriation and fixed asset records. 


(ii) The preparation of all reports and estimates 
by reference to the code. All concerned, 
engineers and accountants alike, should aim 
to produce their figures by reference, at 

_ least, to the same main classifications as 
those in the ‘main unit’ section of the code. 
‘More detailed estimates should follow the 
lines of the sub-groups appearing in the 
detailed sections of the code. 

The value of the general acceptance of the job 
code (to the exclusion of all private versions) 
cannot be over-emphasized. 

Whilst this work has been in progress, engineer- 
ing estimates of cost should be fairly well 
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advanced and, it is to be hoped, will be prepared 
according to the classifications etc. of the job 
code. Unless he has unusual experience, it is 
doubtful whether the accountant can contribute 
much to the preparation of these estimates, 
although he can possibly help considerably in the 
marshalling of the complex figures into logical 
sequence and a form readily understood by those 
less intimately associated with the project than 
the estimators. 

His most important contribution, which may 
well result in his temporary unpopularity, should 
be a categoric insistence on the provision of an 
additional ‘main unit’ which will almost certainly 
call for heavy expenditure — ‘contingency’. He 
will be asked whether this figure is to cover 
additional items (‘we have covered everything 
already’) or to allow for possible overruns of 
expenditure (‘our estimates are well on the liberal 
side’). 


A well-advised accountant will at this stage say 


little but remain adamant. However much has 
been covered and however liberal the estimates, 
the chances of rises in labour and material costs, 
last minute amendments to plans (the more costly 
because they are ‘last minute’), and the devas- 
tating effect of inclement weather, are only some 
of the components of the ‘contingency’ unit. 
Fifteen to 20 per cent of the overall cost is by no 
means unreasonable and, even if it is, there are 
likely to be few complaints. 


| During the Job 


If the job code is well understood, the allocation 
of expenditure should be a fairly simple operation. 
The coding, which follows through from plans 
to requisition and thence to purchase order and 
invoice, should result in tabulation from cards 
punched from batches of paid invoices. 

Sub-contractors charges, direct labour, sur- 
veyors’ and other fees can present difficulty, but 
a concise instruction or ‘dummy purchase order’ 
dealing with the segregation of expense required, 
will usually result in charges being received in a 
form closely following, or easily adapted to, the 
coding system. 

Purchase orders and the special instructions 
must be constantly reviewed by the contractor’s 
staff and, where necessary, ‘change orders’, coded 
identically with the original order, must be issued 
to give effect to price changes, changes in labour 
rates, escalator clauses, etc. Only in this way will 
the file of purchase orders give the true ‘commit- 
ments’ entered into at any one time. 

The correct ‘slotting’ of commitments and 
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expenditure will render the preparation of 
reports an almost automatic operation. 


In the report at Figure 1, ‘Spent’ figures 
would be prepared merely by tabulating 
paid invoices, “Spent and committed’ by 
tabulating purchase orders, dummy pur- 
chase orders and change orders, and ‘Com- 
mitments outstanding’ by simple sub- 
traction. 

However automatic may seem the pre- 
paration of this basic report, the accountant 
-must never allow it to: become a matter of 
pure routine. He must be alive to every pos- 
sible factor which may lead to-an overrun 
on one unit or, indeed, the whole job. The 
effects of inclement weather (always oppos- 
ing the best efforts of the contractor), strikes 
and alterations in plans, must be constantly 
‘reviewed. 

in the early stages it is quite normal to 
look upon the ‘Estimated to. complete’ 
cohimn as the difference between the total 
originally estimated cost and the amount 
spent and committed. This can, however, 
prove fatal if, after the job has once got 
under way, realistic re-estimates of future 


-} expenditure are not frequently and seriously 


carried out. 


“This, then, is the basic report. In addi- 
tion, there will need to be a variety of 
specialized . technical reports (e.g. piling 
schedules; man-hour statistics, etc.) falling 
outside the scope of the pure accountant 
who may nevertheless often manage to get 
‘a lead on possible sources of extravagance 
or over-expenditure. 

‘Extremely useful as an aid to manage- 
ment are “progress curves' on which are 
plotted the estimated" or objective progress 
of the job and, from month to month, the 
-actual progress achieved. Three curves, 
‘engineering’, ‘purchasing’, and ‘construc- 
tion’ are uSually produced for each main 
unit and the readings on these are combined 
to give a ‘total’ curve for the unit. The 
‘engineering’ curve is normally calculated 
by reference to man-hours and thereby 
plots the total enginééfing effort, both 
objective and actual, month by month. The 

‘purchasing’ curve contrasts the total value 
of purchase orders estimated, to secure 
deliveries at the required time, with those 
‘actually placed. “Construction’, like ‘engin- 
ering’, is normally based on man-hours. 

All three are finally expressed in terms of 
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Code 
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Delta unit 


Alpha unit 
Beta unit 
Gamma unit 


or 
02 
03 
04 


Piping and general facilities 
Administrative block 


Power house 


General fill*, grading*, roads 


Plans and surveys* ee 
Site construction expense* 


Company overheads, direct charges, etc.*. . 


Contractors’ fees* 





Contingency (not yet appropriated) 


Qr 





TOTAL PROJECT .. 
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percentages and ‘weighted’ to produce the ‘total’ 
curve. This ‘weighting-must be arbitrary, though 
a seasoned construction engineer can arrive at 
extremely accurate ‘weights’. If all ‘total’ curves 
for all units are prepared on the same basis a 
useful comparison can be made as between the 
progress on each. In the example at Figure 2, 
‘weights’ of 2:1:4 have been allotted. The 
example shows that, at the end of November, 
engineering was considerably behind estimate, 
only 70 per cent of total man-hours for the job, 
as opposed to an estimated 80 per cent of those 
required, having been achieved. 

This trend is reflected in the purchasing curve 
which shows 50 per cent completion against an 
objective 65 per cent. Construction, however, is 
approximately one month ahead of schedule and 
the ‘weighting’ of construction results in ‘overall 
progress’ being on target. The application of the 
‘weighting’ is apparent from the calculation of 
the ‘total’ figure actually accomplished at Novem- 
ber 30th: 

(Engineering 70% Xx 2) + 

(Purchasing 50% x 1) + (Construction 50% x 4) 


== say 55% ‘Overall Progress’. 


In this hypothetical example it would appear 
that, unless engineering and purchasing are 
accelerated, there is likelihood of a ‘stand-by’ in 
construction through non-arrival of drawings or 
materials. Thus, overall progress cannot be looked 
at alone. 

In the United States, site checking of con- 
tractors by company’s staff is far more common 
than is the case in this country. On the principle 
of ‘don’t keep a dog and bark yourself’, site 
checking by the company may seem unnecessary. 
Certainly, if carried to extreme, it may amount 
almost to a duplication of the contractor’s staff 
by the company. 

However, spot checks can be of assistance and 
may well serve the purpose of keeping the site 
staff on their toes. Checks on time-sheets may 
reveal idle time or the proverbial ‘dummy men’, 
checks on equipment may lead to re-scheduling 
of work to ensure the continued use of large items 
of equipment (pile-drivers, cranes, bulldozers, 
etc.) which can otherwise stand for days on end — 
amazingly unnoticed. A gate check of equipment 
can often lead to the tightening up of inspection 
and even deter ‘re-exports’ which have been 
known to occur! Each job will call for different 
treatment but spot checks can often more than 
pay out. 

The company’s accountant on the site must 
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do all he can to make sure that the accounts of 
sub-contractors are promptly rendered. Unless 
this is done, overruns can develop, more especi- 
ally where ‘measured’ work is involved, which 
despite his best endeavours, can take the 
accountant by surprise. 


The End in Sight 


Towards the end of the job it will look finished. 
This perhaps is where the danger is greatest. At 
the two-thirds point, a complete re-estimate, 
rather than the monthly ‘adjustment’, should be 
made of cost to complete. Adequate provision 
should be made for clearing up expense (in- 
variably overlooked in initial estimates) and the 
cost of surplus materials which can and do 
develop despite the most expert buying. A point 
which can escape notice is that, from this stage on, 
the rate per man-hour will almost certainly rise 
since labourers have left the site and craftsraen 
have taken over. 

It is at this stage, perhaps, that the item 
‘Contingency’, will be more favoured. 


The End of the Project 


‘There comes a time at the end of every project 
when the whistle for ‘time’ must be blown. A 
large project never ends of its own accord — it 
must be brought to an end. Contractors should 
leave the site when the company decides the job 
is over — company labour can complete the odd 
jobs and start the new. Now is the time to cut 
back on the automatic. overheads consequent 
upon the presence on site of contractor’s labour. 
Now is the time to rule off the books, close out 
the appropriation records, and invite along the 
Inspector of Taxes. But that is another story. 


Conclusion 

It is impossible in an article of this length to give 
more than an idea of the way in which a company 
might approach the accounting aspects of a large 
construction project. The measures described 
above, however, can be invaluable in ensuring 
that a project is constantly and systematically 
reviewed during the whole construction period. 
The aim should be for the company to take the 
reins at the very outset and to work as closely 
with the contractors on accounting matters as it 
will on the engineering side. The cost will be 
insignificant in relation to the total cost of any 
sizeable project; the benefits of proper forward 
financing, accurate records and the ‘guiding hand’ 
should be considerable. 
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INTERNAL AUDIT IN AN ELECTRICITY BOARD 


OR ‘TALES FROM THE MID-NORTHERN’ 


by A. D. COMPSTON, A.C.A. 
Internal Auditor, North Western Electricity Board 


ERHAPS I should say by way of introduction 
that I have no intention of writing an erudite 
article. I am going to tell a story; it is to a large 
extent factual, based, I am bound to admit, on what 


has occurred in this Board, though parts of it could. 


best be described as apocryphal. 

When Paul took up the appointment he had 
obtained with the Mid-Northern 
Electricity Board! upon the na- 
tionalization of electricity under- ` 
takings, he was somewhat con- = 
cerned that it was that of internal 
auditor. He had never been an 
internal auditor and had never 
given serious consideration to 
the duties of an internal auditor. 
Having remedied the first of 
these deficiencies, he hastened 
to remedy the second, consoling 
himself with the thought that he 
was at least bringing a fresh 
mind to-a fresh problem, for it 
was quite certain that nobody 
had any experience of internal 
audit within an electricity board. 
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Local Government 
Audit 


Brief inquiry showed that the 
sphere in which internal auditors 
were most readily available was 
that of local government and, 
indeed, there were colleagues on 
the staff of the new board who 
had held positions on the staff of local government 
internal audit sections, so he found out what local 
government internal auditors’ duties were. 

He was surprised to-find that every salary or 
wage roll was checked by audit before payment, all 
invoices vouched by audit before payment, and that 
all cash receipts were checked by audit each evening 
before the cashiers left the premises; having learnt 
this, he was then surprised, though somewhat re- 
lieved, to discover that it was not considered neces- 
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sary to vouch all stores issue notes before the issue 


of goods. f . 

Having found out what he supposed he was 
supposed to do, he worked out the number of staff 
he would require to do it, and found this to be no 


Extracts from a lecture delivered at a North Western 
Electricity Board accountancy conference on November 
` rrth, 1954. 

1 Readers who are interested enough to study the Electricity 
Act, 1947, will find no mention of this Board. ;. 
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fewer than 187. He immediately approached the- 


chief accountant and placed before him his proposals 
as to staffing. The chief accountant had accepted an 
internal audit section against his better judgment, 
looking upon it as among those new-fangled things 
which one has to have if one is not to be considered 
old-fashioned, but without which one could get on a 
great deal better. The interview 
* was short and Paul withdrew, 
vi to give the matter further 
thought. 


To Whom Responsible 


The first thought that crossed 
his mind was that he should not 
be under the chief accountant 
at all. He was doubtful if it was 
right that, being responsible for 
the audit of records, the greater 
part of which were the responsi- 
bility of the chief accountant, he 
should be in the position of 
having to report to the chief 
accountant; this surely affected 
the independence of the appraisal 
of the records! And what of the 
position when the records to be 
examined were those of another 
department? Would they not be 
more ‘co-operative’ if his section 
were reporting direct to the 
chairman or deputy chairman? 
However, he considered that he 
would be wise not to make 
another unacceptable suggestion so soon after the 
first; he recollected that he had the right of direct 
approach to the chairman and he sent up a fervent 
prayer that he might never have to exercise it. 

We have to admit that his thoughts on this matter 
may have been coloured by the painfulness of his 
recent interview, but it is interesting to note that in 
a recent book on internal audit? it is stated: 


“The chief internal auditor should not be respon- 
sible to an executive who has no responsibility other 
than that attaching to the accounts department, 
i.e. the chief accountant,. otherwise he would be 
responsible to an official whose department he 
would be criticizing, and the position at the best 
would be difficult and at worst, untenable.’ 





Ki 


Paul tells me that he has not found the position 


untenable, so we must assume that it is only difficult. 





° Internal Auditing, by W. W. Bigg and J. O. Davies 
(H.F.L. (Publishers) Ltd). e 
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He considered whether it might be helpful to have 
it officially laid down by the chairman that he had 
' complete freedom of investigation into any aspect of 
the Mid-Northern’s business but he decided that 
this might give rise to theoretical objections and he 
would be content to support his actions if at any time 
anybody did object to any examination. 

He next considered whether the internal audit 
staff should be on sub-area establishment, but he 
rejected the idea, because he felt that as the internal 
_ audit staff had already lost some of their independence 
because they came under the chief accountant, it 
was not right deliberately to sacrifice the independ- 
ence they gained from being on his staff. He was also 
of the opinion that co-operation with the statutory 
auditors (you will note that I refer to statutory 
auditors, not professional auditors — Paul and his 
staff are not amateurs) would be facilitated by any- 
thing that increased the independence of the section. 


Internal Check 


Of course, everybody, including Paul, knew that he 
was responsible for the prevention and detection of 
fraud and this led him to the thought that since he 
could not actually carry out day-to-day checks with 
his attenuated staff, then he must be responsible for 
the systems of internal checks. This immediately 
solved the problem of how the work of the lost 
members of his staff was to be done. This work was 
to a large extent internal check, and within the Mid- 
Northern the carrying out of the internal check 
would have to be done by the executive sections. 

It appeared to him that this had an advantage in 
itself, since the sections would be responsible for the 
accuracy of their own work, whereas, under his 
original scheme, if any error occurred in the account- 
ant’s department, in any sub-area, they could say, 
‘The audit section should have found that’, any 
weakness in any system would not need to be put 
right, but only require more auditing. 

Paul says that any suggestion that work should be 
checked by audit before finalization demonstrates a 
lack of understanding of internal audit as it is prac- 
tised in the Mid-Northern and, he has been gratified 
to discover, as practised pretty generally outside 
local government and as supported by the growing 
amount of literature on general internal auditing. 

Within the Mid-Northern the number of pro- 
cesses which are audited before they are finalized 

has been reduced to one, which, if it does go wrong, 
` causes embarrassment out of proportion to its import- 
ance — the payment of board members’ salaries. 

You will realize that Paul decided that internal 
check, which includes proper division of duties and 
the institution of total proofs, should not only operate 
in the prevention of fraud, but also as an assurance 


of the accuracy of accountancy records and the. 


returns compiled therefrom. So that he concluded 
that he would have to carry out tests to assure himself 
that these records were reasonably accurate and the 
necessary checks were being maintained. 
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Ancillary Duties 
In the process of carrying out these tests his staff 
would be responsible for calling attention to any lack 
of uniformity of treatment of the same thing in 
different sub-areas, as they would be the only staff 
who would gain knowledge of such variations in 
practice. He anticipated that certain instructions 
would be issued from headquarters affecting the 
finances or accountancy records of the Mid-Northern, 
and he conceived that it would be part of his duty to 


see that these instructions were carried out. 


He recognized that from the knowledge his staff 
should gain of the workings of the Mid-Northern in 
all sub-areas, they would and should be available to 
carry out any special investigations the chief account- 
ant might require. Indeed, he foresaw that it might 
be difficult to prevent various executive functions 
being given to members of his staff in times of stress. 
This he saw as another disadvantage in being under 


` the accountant, for a pool of qualified personnel who 


have to complete a programme by the end of the 
following May must be a great temptation if a crisis 
arises in another section in September. 


Stock-taking and Organization and Method 
Responsibilities 
He considered whether he should claim that the 
physical stock-takers should be on his staff, but he 
came to the conclusion that since this would be day- 
to-day work of a routine nature in each sub-area, 


it would be better left to sub-area staff. He has since 


wondered whether the effectiveness of stock-takers 
might have been increased by their greater independ- 
ence if they had been on his staff; he has endeavoured 
to assist them, by examining the list of items written 
off and making further inquiries into those items 
that seem to be more than usually absurd. 

He would have given consideration to the question 
of whether ‘organization and methods’ should come 
under his control if it had not been for the unfortun- 
ate fact that he had never heard of the term. It is 
clear that internal audit must have ideas on organiza- 
tion and must be in a position to compare methods, 
but the way organization and methods has developed 
in the Mid-Northern seems very satisfactory. It is 
not the responsibility of the internal audit section; 
this means that an independent appraisal can be 
obtained from the audit section, who are not primarily 
responsible for the systems themselves nor for the 
operation thereof. On the other hand, there is close 
co-operation between the two sections. 


Programmes and Statutory Auditors 


Having decided what broadly his section should do, 
it was necessary, before he could formulate his new 
requests for staff, to draw up his programmes. He 
would have liked, at this stage, to discuss the matter 
with the statutory auditors; unfortunately, the 


Ministry of Fuel and Power had not yet appointed 
them. 
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When the statutory auditors were appointed, he 
found that they looked upon internal auditors in 
much the same manner as the chief accountant, and 
were quite as certain that they must do extensive 
checks of the detail as Paul was that they should not. 
This was a cause of some worry to him since in 
justifying the more modest demands for staff he had 
made on the completion of his programmes, he had 
mentioned that the existence of his staff would con- 
siderably reduce the audit fees. 

However, by the time the first year’s audit was 
complete, the worth of both the internal and the 
statutory audit was recognized by the other, and 
over the years Paul has agreed audit programmes with 
them, which not only considerably reduce the amount 
of detailed checking done by the statutory auditors, 
but reduce the total amount of detailed checking 
done by both, for it has to be admitted that Paul drew 
up his original programmes to include far more 
detail than was necessary. 

It has seemed reasonable that a bigger proportion 
of the detail that remains in the programme should 
be done by the internal audit staff, who have a more 
detailed knowledge of the Mid-Northern organiza- 
tion, while the statutory auditors confine themselves 
to tests of particular functions which they feel may 
require investigation, and the final audit and appraisal 
of the Board’s financial accounts. ‘This arrangement 
can only exist as long as the statutory auditors have 
confidence in Paul and his staff, and feel that any- 
thing of importance that is discovered. by internal 
audit will be brought to their notice. 


Reports 


Paul decided that a system of written reports should 
be instituted in order that the chief accountant be 
kept informed of the work being done. He felt that 
these should not be one-sided, that is to say, if he 
wished to make a comment on a matter, the sub- 
area accountant should be given the opportunity to 
comment as well before the report was placed before 
the chief accountant. 

Copies of these reports are sent to the statutory 
auditors so that they can follow the progress of the 
internal audit work and be aware of the points being 
raised. 


Discipline and Satins 


Receipt of these reports stimulated the interest of 
the chief accountant in: the section and he called 
Paul in and inquired of him how he maintained 
discipline in such a section. Paul explained that 
discipline within his section commenced right at the 
beginning, by which he meant that you had to 
choose the right staff in the first place or you were 
more or less ‘sunk’. You had to find those who would 
work because they wanted to, not because they were 
made to, and having found them it was necessary to 
make the job ‘interesting enough for their interest to 
be maintained. It was useful to visit staff on the job 
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to see how- they were tackling it and discuss any, 
matters they wished to raise. 

What does he look for in selecting his staff? Well, 
a sound knowledge of the elementary principles of 
book-keeping and accounts, or, in the young, a 
willingness and ability to learn these principles, is a 
good thing; an inquiring mind is helpful; he does: not 
want the type who will only be really happy if they 
are doing the same routine function every day, 
which they wish to do without troubling their brain 
at all; but an orderly mind is also necessary; it should 
be able to marshal facts in a logical sequence and 
present them in an understandable form. Tact is 
very important as they will continually be discussing 
in a critical manner the detail of accounts and the 
methods by which these accounts have been produced. 
with members of sub-area staffs who, in a large 
number of instances, are senior to-themselves. 

Paule view that there should be a separate office of 
adequate size, conveniently placed in all sub-areas, 
for the use of the audit staff is accepted in principle, 
but as no sub-area has as much space as it would 
wish he does not expect to see the principle applied 
in his time. 


Relationship with Sub-areas 


From time to time colleagues will claim that they are 
keeping certain records or doing certain things ‘for 
the auditors’. Paul is strongly of the opinion that 
nobody should do any such thing, except in some 
instances producing on request special tabulations, 
from punched cards already in existence, of information 
not normally tabulated. If his section makes a request 
for something to be done, it is for one of two reasons: 
either the previous methods do not conform to basic 
principles or an alteration of method would be more 
convenient for the sub-area. All his section requires 
is that the path from prime documents to final figures 
and from final figures to prime documents should be 
clearly defined; this is quite as desirable to the sub- 
area. 

In the early days there was some feeling in the 
sub-areas that the audit section might be used as the 
spies of headquarters. Obviously, in so far as they. 
obtain information as to what is going on in the 
sub-area and, if desirable, inform headquarters of 
such matters, Paul and his minions do carry out the 
same work as a spy should do, but by the methods 
they. have adopted in doing their work Paul hopes 
that none of the obloquy attaching to- spies has 
attached itself to his ‘own section. There is no secrecy 
nor mystery about what they do, and all matters are 
discussed with sub-area staff before being discussed 
at headquarters. It has been his endeavour that both 
sub-area and those farther afield in district or service 
centre should look upon the audit staff as helpful. 

Of course, none of the characters in my story is 
in any way meant to represent an actual person, 
living or dead, but this story shows, I hope, how and 
why the audit section in the ‘Mid-Northern Board’ 
has developed. š 


"mu SB JOUIIL] IYI JOJ poos ‘ples aq 1 PIU “OSTE SI H 
Amen 34} 10} poo3 st ‘y9adsa1 enn ut Jooyos ay} 10} 
pood si eym pue ypu 310W YULIpP WY} IEW 0} HOYA 
oneurayshs € o) srzƏÁ maat ur (on somo ZunoÁ 
ay} Buouw uonnmu Jo Dreis 134314 IY, *Ə18J|ƏA 
prnsnpur JO sisə:əyur 201 UI SuTYULIP ypu Jo "Oe 
ou) SUIJLO[NSUI 10} ples 20 oz YONUI SI 9194} DOE pəusr 
-qeJsə TA. ‘SINOD Jo “sr pooj e se ypu Jo anyea Su L, 
‘SIOYIOM BOO pue jenueur yyoq 104 2101 Jo sər[ddnus 
ƏAT9931 jm satt ooot£ ynoqe y; pəjodxə 
SI I pue pəsgəi5Ur 20 o st ABM er ur stoe 
o am Jo ATddns əy} 9seəsout 0} 2AUD ət IBIÁ em 
Zuun 'suəəjueo UI osje pue syvoiq, sutmp sajon 
wos ypu pəT1oq WYsnoq sisyx1oM Yorum Aq səunuos 
att pey suny ooo ynoqe wm sej əy} alog 
Axjsnpuy ur JHW 


"Áed jo ayer Jeuriou oy} ULY} ə1our uo 9UTIZIZAO 
jo Ayjuenb ə3re[ zg Aq pajegur ore eaa Iem-ərd 
ay} uey, sinoy Supon sasuo, Aus moys Aay} 
ysnoyye ‘soimsy 133; 201 yey} “iaaoMoy tpunoj oq 
ma 3 °4.2h sem gE6I t9qojoO 107 əmm3g Surpuods 
~21J09 IY, qop ur $.gr ode ur Egt oo 
Bureau uəur Aq Dozou simoy JO Jaquinu IFLIIAV 
əy} ‘poauau; yoom Surnom əy} S6r Sumaq 
"*S£61 1990100 ut pe sti z% pue pudy ut pg sg g7 yam 
poseduros p6 SII gf sea tuəurom pue UIUI ‘SIIJIOM 
yj@ Jey sdurures jo Jae] osei0aB JYJ 29000 UI 

"peps0091 
I9AƏ jsəu3rq əy} sem ainsy IsqoWWQ Ss, “pl sS 
moge Aq st yey} ‘ua sed E Aq read 3se[ 2000 pue 
Judy ussmjoq asor sIoyIOM Tenue je Jo ssuruses 
ATyoow osv1OAR WY} MOYS Inoqe’y jo Ansur 201 Aq 
Ya Ise] Posveyar soindy pue sšurureə ur əsgərur 
ue Aq posne? uəəq aAp 0} UMOTY SEM IBAA ep SƏTIqnd 
oy) Aq soseyoind jo əumnjoA Bursts oy, 2181 YURG jo 
SIUIUIJAOU JU9IOI IY} uo 393] SH JNOYIM Useq JOU 
sey Äroiem mem Ysnoyaye — rot MOU sr mal jeet 
Jo Eu puosas oy} ur urooq spoo3 IJauUMsUOD oT], 


SIOYPIOM JENUEW JO soseM 


f `ƏH05 pue deg 
opnlour ‘esos jo Togo) pue ərmbər THA Ansnpur 
e "CH sigHəywur mg a Te 3urure1qo Jo suomn=goəodxə 
Ə]qzuoszgə:r A Asay} yey} Jopisuod pog PAS 
pue uos ayy, ‘pormbes oq [IM ‘peorqe wor "me 


Ajreou “ərto wort Jo suoj Gomm ££ gem atow ‘gS61' 


Ul ssunseo gout jo suo} Gott T+ pue oa Jo suo} 
Gott S.zz jo nd3no ug 3A18 OF, ‘ssulysed UOI Jo suo} 
uonpu ¿.£ pue Gas Jo suo} om S.gr Butonpoad 
UI PaUINSUOD ərəm 910 VOI Jo suo} Gomm Lz "këër 
uy ‘soyddns jenou mer o} suomppe [enuzjsqns 
Alaa andes 07 Aressacau T soyeur Ayoedeo ur apart 
äm SIT, ‘sjodxe 3oəTp J07 suo} Gomm £ pue aen 
əwoy 10} suo} Gott S.6r ƏPIAo:d ppm ‘goas pasn jo 
Bulsss001do1 əy} wory suo} uou ko pue syodurt 
> jo suo} uonur r.o WM rəuqə3o) ° goumn zz 
sL `*S6r ur suo} got S. š 
SUO} Gott ZZ 26 1SE32Ə:0J SI 
ndino ‘ynso1 e sy `uonnur 
p Alqeqoid Da Tenge 














d 
"pó sI ad 


‘O'SH Aq deq suomnruooS jo əsnoH ë se paysiyqng r 
OYUN ‘uor ogz% ye payeumso si ‘gS61 pue £561 
uagajzaq Ayoedeo jo worsuedxa Jo uonezrurpow 
0} əmquyuoo [IM yorym ‘poaordde Iez os saursys 
JO 3soo T230} su J, *sərqsnpur Suisn-[aojs oy} JO Stat 
-aimbar pəpədxə əy} Jo proye Za? 107 osje mq 
sasezIOYs Jusseid Sururoo:zəAo 107 Á[uo jou “paduBApE 
maa Apeosye speid sey ‘Arsnput əy} ym 3osuoo ur 
Sue ‘prvog Dag pue uo: oy} ‘smoys ‘,9¢-£°6r 
t qsnpur 12919 pup uoty ayy fo quamdojanagy se ing 
`Ansnpur 
Sum su) Jo sposu Surwo:8 ÁATpider oy} j99ur oi 
Godam osje ore oyeyd-un jo syiodwy -Ansnput 
IOJOUI 9Y} JO spugurəp ət pə 0} JooYs Hodur o 
Aressodou əurooəoq sey H ‘ILGI ur Oe 197218 Joyrenb 
e uey} aour sem $561 ur qjəəus Joos Jo uononpoid 
əurou y3noyyje pue ‘ivynoezoeds Jo poys ep] ueoq 
sey CS6I-prur ae sapoIyaa iojour Jo mdyo əy} 
Ul gegatut 201 "ent, ‘poyoodxo gem Ajpider ərour 
UMOIB sey uononpoid jeLysNpUl əsngoəq USE JAVY 
[9038 Jo sə8ejrousS 'əururergord uononpoid pouueyd 
St JOU uey} Ərour sey Ámnsnpur [9038 IYI WY} SƏPIS 
"pg uo pəzru38oo3:1 sr 4 200 sues oy} FY ‘sHodun o 
əpew uəəq uwe sey osar DOE jos 0} 1T[notgrp AG 
Spaut IWO HALY [9038 Jo sadA} UWHJ `]931s JO 
sarjddns əmnj pue mam sutpredei Atout Arjsnput 
ur pəreəddeg sey ssouiseoun jo 29ISəp uwyə y 


AIISNPU] 1093S put UOT] oY) ur uorsucdx:r 


‘Jolpor uongnuuzzəodns 3urpu23 
-XƏ JO} SUOISIAOIG JUCWOIJY Jo JULA XEL 
əy} uo əə1yruruoo 201 Jo A3rrofgur oy} Jo Gotgtuaut 
00201 94} UMA pəssərdxə st jyuəurəəršdesip Zong 
‘Jaar əwoour poured ums-duin] umururur € jo 
UOIJONPoOIUI Vy} 201 uonegpuəururooər ÁA3yrrourur əy} 
Ajqejou sow 4zoddns s'y A'L 94} Uses əouroour pur 
SOL JO uoexey, IY} uo uorssturuyoo [esoy 201 Jo 
yaoday puoosg əy} ur pourezuoo syesodoid eu 
‘Syp 1em-ysod Jo zuat 
-Aedax əy} 201 syu ade o Jo SuuəAo] 3ArssərBo:rd 
B SI payeooape osy 'sqnjo jjeqzooz pue oneəy; 201 
uo Ámp syuəawuuez}7U9 Jo uomjoqe əy} pue ‘spoo3 
pjoyəsnoy yeijuesso pue SuTy}0]9 uo xv} əseyomd Jo 
PUB SO[STYOA [EPIIWWOI J0} Xe} pony sy} Jo uononp 
A1 94} ər wnpuerouru om ur sjesodosd 1940 
"pDaiadeomd yonw os sey Arjsnput 
Känommg ‘Aysnpur got onudaes ur jez € səəueAo]le 
UIUISIAUT jo uone1iodo əy} pue Aas] syyoid ssəoxə 
om Jo uorjoge əy} jo ymsar ə|qgrA9ur sowe oY} 
se əəs Zant. ‘sod pəmquysıpun uo yez JoYysry g 
‘sosBaIOUI PUSPIAIP Jon Suryosyo pue ənuəAə: Jur 
-INIS 0} MOTA B YYW ‘pue ‘sures jeydeo pəzr[e9r pue 
şənsşı snuoq uo ege) jerəds zo uoMsodui əy} o3.1n 
fay) pue ‘uon eanisod ynoyiM jenppapour sr uon 
-nqrnsrp PUIPIAIP urgnsər 0} UOIPHOYXI JEIJSTUTUI 
Le ssounjIOy s.Knunoo əy} ut 10201 
aq sy} Dodeat savy sisyIom oU 
D yey sı quieyduros sO NL 
iuexey Jo sueəur Aq sasvaroUr 
SUEY) IY} 0} 2O1ADÉ 








pUe SPUSPIAIP ut ƏS IYI JO (ISL sr WINpuLIOWOUL 
ay} jo ərn)eə3y ə]qujoU sow at, ‘Jespng sururoo 
09101 ou Super umMpueiowsur mom) sonbeyox7y] 
347 Joso jour oY} 02 poyrurqns Ápuəoər ssarsu0c) 
gor sepery, 94} ‘soj0eId jenuue mam Sumoo 


UINpUBIOUIEYY S.I L OWL, 


‘wot PIPIA ƏAEU IA 
YIM IJUIPILI oY} Jo BSurrgəu orjqnd əy} 107 NM 
aiour Äre [tM Drodart ney} uo UIYEJ et UOL WYF 
surumsse sÁesje) suongpuaururoo5ə3r s} pue "sang 
PoysalozUI ƏY} T Ja UBI 29Jtururo2 S, ENLION 
IN MON 'smëg yoy o0 ol Jou 10Znou) sem 
JSH jig s.oseg IJ pue ‘ouroos9ao0 20 0} sənimotgrp 
910M ƏY} ‘UOISSHOSIP ay} ur Hed YOO} oym soy} 
jo Amour v Aq pomsep sem unojər apy Y MA 
əxnioqe əy} jo uoneredaid om Suunp ‘uoiedde 
əurooəq SEY i] ‘poysim og prnoo se APAL s,a8eg IN 
jo əwosmo ue Äere se sdeysod sr emt, 
*əəKed om Jo JUNODOE 943 0} ut pred sanboyo uo 
sjuguIesIOpua Jo SUIAIEM Iy} ‘pomojjoz sey o8eg IN 
Saul] au) Juos MET əy} JO wIOJoI Jo səntmrmqrssod ət; 
əururgxə 03 “OH ENLI `V `V IJN Jo drysueuureyo 
əy} 19pun toəTrururo3 zg zurodde oi Sutsodoid sem oy 
yey} uonsonb g oi JaMsue ut odeg AN pjo? ronbayo 
-X3 Sul JO AcyJ20ueYT y} ‘oNssI emt UI oI MOSTO 
poiiodei st se ‘yəm Burmoloj oy} Mg MO poyY]e? 
SPM ‘SOTIOO] jews ozijeday o 'ixəu Əy} pue om 
puoses g peal sem (ayndsip uruBururag maat oY} 


291 puru ur ÁT[er9ədsə ‘asinoo jo ‘aydood pjo yym). 


ajdoad jo sassejo surarasap uu 201 Hodsurn 
Iədeəyo oziyeday o) ouo ‘Aep wy Ing ,siSqunA 
apad jem ayy fy3g1 Areniqs,j uo surpeor puooəs 
S} ƏA19991 JUDAI 9Y} ur JOU prp ‘syzuow Moy ysed ət 
UI passnosip A[OPIM os uəəq sey yorya ‘oinpoooid 


yuəursiopuə Ajyduns oi jig s Seg Weyer IW- 


VO}JTUIUIO) ur SPUOTUSS IOP 


*yuəruə3eueur JO pizoq Jo puTy 
əuros Aq Zotgeuapun JY}  ornuoo POM YO uorssrur 
-Wop 1rodsuprI, ysyug oy} ut pəjsəAa suonoumj SH 
pue Ápoq Logis p sg Dousttogg aq pmoys Lt 
Əy} PY} Jo jiodsuwi, Jo INSUA am o) Apdo 
ə[qisuodsə: oq p[noA yorum Apog azesedas 2 se paints 

d 









-U09931 oq pr[nous “F'LI ət Jey} Joya JsoBBns Aa 
*uorssrururoƏ LOdsuRIT, eng Iy} 0} IANMIIX H 


-SULI J, uopuo'T 94} Jo uong]ər IYJ SUIIOUOD UISTOJ $ 


19470 ət, I, yS 007 20 07 pəXodurə sraquinu rəptsuoo 
Ady} S19UA ‘SOM [NBYIOAO YOIMSIYD pue tuequəop v 
ayy F Áprmonred “pərməur eso əsjəupuəjureur 
ƏAISS92XƏ JY} AIL “ATT am JO savy aam om 
WSO snoras Ájuo out ‘soyseod pue səsnq jo 
sasuodxa Suryrom oy} Jo 3uə92 Təd 6 107 SJUNOIW xB} 
srq} uopuo' uy ‘swajshs Jrodsuey ,sənrrouyne [edo] 
uo xe} po Tanz Jo uonsənb əy} Surropisuo32ər jusur 
-UI9AOL) JU} JO INOAR] UI OSTE oe Aono ordur 
peor jo Aotjod snorosia IIOU 2 A an 







‘sE aod "POJO Arouoneig ‘WH Aq peystqng ` 


Io. a1p1g əy} Jnoqg pəuiəouoo uonur J IUW 
ayy, ‘w'd og pue oh uəəAjəq woeishs jrodsuen 
əy} jo Lupy əy} uo pəpə yueyodun ue savy 
pinos, “premyoeq pue presioz noq ue jo Joyenb e 
Siyen oy} Jo Aysuap oy} ur tts Jsopour € MMD 
‘urd StS pue Sr:S uəəm4əq juIod js1OM et 0} səsH 
yora yesd BuruəAə oy} Suronpal jo uonsənb z Ajosrey 
SI 1 ə99urs epuededord 0} ppd prnom yorym Oratdoid 
e <q pinoys SLL '‘Arosmdwoo HBur338es oyeur 
0} pyovua aq pynoys. uorzeystdoy ey} Joprsuco jou 
op Aa ysnoyiye Tempo 22010 BUISZEIS 107 payieys 
oq Pinoys u3redurep snolosIA pue mou e yz A 
yew Iruo Iy} Yor syesodoid urew 201. 
`Ə91A19sS Ul WOTONpal L 
UBY} [IAQ JOSSI] B SATB] ur ISEAIOUT UL I9pisuo5 D'DOM 
Kay J, *D919JJo IMAIƏS Jo prepuejs oy} Bulonpar prose 
0} Əuop əq pynoys syqissod Suryyf1oao Kurouooə 
pue Aouar1oyje 193313 Jos 0} ona ue ur yy sadn 
pue podreyo sory əy} Jo uəpuədəpur sq yoUUEO. 
QIAIVS JO plepuLIs 201 2103 uorurdo Jo et əəsqtururoƏ_ 
oy, ‘Aulouoss o par anp tu pue punya, 
pajonpuos sr yodsuv1y, uopuo' yey} st uorsn]ouoo 
wew noy} pue yoom 3jse[ pəusrqnd ərəm sdurpuy 
s əytumuoo au. “'sərnsnpuT [eonmuəsuo [zuədu 
jo uwvurreuo quof ‘siaquizyD '4 `S IN jo drys 
~UBUIBYO oy} Jopun ,jodsue1y, uopuo'] olur Ammbuy 
jo oənrururooO oy} jo jrodər ay} ur mosep sry} 
jo Buryjouros sr IYI, 3t 10} Áed o pəredəid 30u 
are sriouopuo' mq ‘pyIOM əy} ur woyshs jrodsuen 
eat om sey Uopuo wy} pres useq UJO sey J 
yiodsuviy s,uopuoy Suraoidwy 


onser sty} ut ər19uA2s[9 1eədde ‘s}[nsoI ay} 
jo Areurumns TIn; e Ou 1941230} ‘eung am Jo suon 
-098 YJOG ur səjeprpue5 [njJssəoons Jo səweu J ` 
*InJssəoons o1aM Da Jed gS) S4 Jo mo 
sojepipuvo ck ‘uoneunuexə Zrurunəorid 9y} UJ 
‘uoyIqing Jo ‘yoorsepy "TI Iw o 
popseme Suq ozuq pure jd IM I} ‘payrey CVE 
pue pəssed Dua sod S+) Tgz woym Jo “uonguruexə 
JJEIPAUIIUJ oY} 201 SƏWPPIPULILZY s19M AAL 
'uopuo'] JO PPA “TAL IW tgd Puooəs ət 
| pue ‘uopuo’y jo sust `Í M `H IAL o PƏpagAe 
” SeM Zug pue oda IA L “pales Tgr pure 
‘passed Dua sod LS} səyeprpueo -IFz ‘IJ uonoəS UI 
‘uopuoTy jo ‘PPrYosyyoy “A IN 
o 2261 PINT, ou pue "Mo1et jo toosÁ I, o" 
IJ 01 popieme sem sæd Puosvsg ML YEW Jo 
Lag W TIN 0) popsreme Suq əzud pue owd 
end oy} ‘passed (queo sod z€) Le woym jo ‘sayep 
-pugo g6Z səm 2I9U) PULI IYI Jo I uonosS UI 
‘Injssaoons əTəm bog Jey} moys pəounou 
-ue MOU sneat əy} pue supno7g Əje#:odroO 
pue pəun:iəoO jo uonepossv oy, Jo suon=zururgxə 
PS6r Taquisdgs. IU} 10} sayeprpuezo £z6*I arom ament" 
Konte s.üuonueroossv ət, 


d 
} 


{> 


March 5th, 1955 


THE ACCOUNTANT d 


‘267 


CURRENT LAW 


Hire-purchase Agreements 


The Court of Appeal dismissed the appeal of the 
plaintiffs in United Dominions Trust Lid o Bycroft 
(Solicitors’ Journal, November 13th, 1954) against the 
decision of the Mayor’s and City of London Court. 
The plaintiffs had sued as holders in due course of a 
promissory note executed at the foot of a hire- 
purchase agreement. The defendant argued that 
Section 5 (c) of the Hire Purchase Act, 1938, ren- 
dered the note void. The County Court judge dis- 
missed the action and the appeal was brought on the 
contention that a written agreement which modified 
the liability of the maker of a promissory note was 


k - good as between the original parties and the plaintiffs 


could sue on it. The defendant raised the objection 
that this was a new point not open to the plain- 
tiffs. 

Evershed, M.R., refused to define ‘a new point’, 
but he held that the fresh argument of the plaintiffs 
was in fact a new point within the meaning of the 
term as understood ever since the decision in 
Smith v. Baker & Sons ([1891] A.C. 325). 


Will: Power of Appointment 
In his will, a testator stated that: 
‘If my wife feels that I have forgotten any friend 

I direct my executors to pay to such friend or friends 

as are nominated by my wife a sum not exceeding 

£25 per friend with a maximum aggregate payment 
of £250 so that such friends may buy a small 
memento of our friendship.’ 
A marginal note named certain persons he had 
forgotten and added, ‘but my wife will put that 
right’. The wife survived him. 

Roxburgh, J., held that only a friend of a consider- 
able degree of intimacy at the date of the testator’s 
death could qualify; and thus it could be determined 
whether any friend was the object of the power, 


which was therefore, not void for uncertainty, being a 
collateral power not coupled with a duty. It was not 
necessary that when exercising the power in favour 
of one person the donee should know how many 
other persons might,be the objects of the power (Re 
Gestetner ([1953] 1 All E.R. 1150 applied). (Re Coates 
(decd.), Ramsden and Others v. Coates and Others 
(Law Journal, December 31st, 1954).) 


Trading’ with the Enemy 

By an agreement entered into in 1939, the H. Co 
Ltd, registered in England, undertook to pay certain 
moneys to K. The agreement provided that out- 
standing questions between the parties should be 
settled in the German Courts, for the payment by 
the company of certain fees to the German receiver in 
bankruptcy, and for the payment of moneys to K.’s 
creditors in Germany. The company was Austrian 
owned and on the outbreak of war became an enemy. 
In 1940, a similar agreement to the above was entered 
into within Germany on behalf of the company. 

' In an action by K., it was held (by McNair, J.) 
that a company incorporated under English law 
which became an enemy did not cease to be an 
English company subject to English law and, there- 
fore, the Trading with the Enemy legislation applied 
to it. Therefore the 1939 agreement was abrogated on 
the outbreak of war, as it was still executory and 
involved intercourse with persons in Germany. It 
was, further, impossible to sever the offending 
provisions from the agreement, which were not 
supported by separate consideration. It was also held 
that on the outbreak of war the authority of the 
directors of the company in Germany was automatic-~ 
ally determined and thus the agreement of 1940 was 
not the agreement’ of the company. (Kuenigl v. 
Donnersmarck and Others (Law Times, January 7th, 


1955)-) 


FINANCE*AND COMMERCE 


So far the stock-market’s reaction to a 44 per cent 
Bank rate has been to acknowledge firm action by 
firm prices. But it remains to be seen whether the 
yield basis implied by a 44 per cent Bank rate can 
check the fresh rise. There is much comment on the 
fact that the market should return to a dividend 
tather than an earnings yield basis, but as yet there 
seems little indication of any such development. 
Even the gilt-edged market has been firm. Presum- 
ably the next movement in Bank rate is already 
being discounted. 


All’s Well 


In the matter of the Braid Group’s auditors and their 
te-election, it was a case of all being well that ended 


well. The proposer of the resolution eventually with- 
drew it. We detailed this ‘storm in a tea-cup’ in our 
issue of February 12th. At the annual meeting of the 
company, held at the company’s headquarters in 
Chester, Mr Robert Braid, the chairman, was faced 
with a shareholder, the Apollo Investment Trust Ltd, 
who had exercised the right under Section 142 of the 
Companies Act to object to the reappointment of the 
two firms who held the audit jointly. 

This member of the company, Mr Braid pointed 
out when the accounts were issued, holds £40 
nominal of the ordinary capital amounting to 
£300,000 in total. The proposer of the resolution, 
Mr Braid explained, contended that the auditors’ 
remuneration was excessive. 
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The board, said Mr Braid, were satisfied that the 
amount paid to the auditors was reasonable having 
regard to all the circumstances and to the extent of 

7 carried out. If the resolution succeeded, the 
måtter would eo to the Board of Trade. Both firms of 
‘auditors had agreed to continue in office. 

e Why Necessary ? 

In the course of the proceedings at the meeting, it 
became known that the Apollo Investment Trust is 
a ‘one-man’ company whose {1,000 of issued capital 
is held as to £998 by Mr L. H. Owen, a.c.a. And 
Mr Owen, proposing the resolution that the auditors 
be not reappointed, found himself in a minority of 
‘one. His resolution failed to find a seconder. With 
‘the whole meeting against him, Mr Owen asked that 
his resolution be withdrawn and this most unusual 
episode in company administration closed. 

` Mr Braid ‘explained to shareholders the circum- 
‘stances in which the accounts for the year included 
‘Audit fees and expenses, £2,577 compared with 
' £2,530 in the previous year. Braid Group, he pointed 
out, is a holding company in motor vehicle distri- 
bution, engineering, repairing, body building, etc. 
It covers thirteen companies and twenty-five depots. 

Its auditors carried out work, apart from their 
audit, which with other companies would be per- 
‘formed by qualified accountants in the company’s 
own employ.: The nature of the Group and its wide- 
spread interests entailed work the fees for which, in 
the board’s opinion, were entirely reasonable. 
` May be it is just as well that the board’s view has 
been vindicated by the company in general meeting, 
but one cannot help wondering why it should have 
been necessary. | | 


t 


The Eagle Eye 


It is rather a tribute to The Accountant's reproduction 
of company zccounts that now and again the eagle eye 
‘of a reader spots an item, the reason for which is not 
‘immediately apparent. One such query has been 
raised on the accounts of The Marley Tile (Holding) 
Co Ltd given in our issue of February 5th. 

While congratulating those responsible for the 
informative presentation. of. these accounts, which, 
our reader says, makes them a pleasure to read, he 
Notices a difference’on the Plant Replacement Reserve. 

In Note 1, he says, the benefit of Investment 
Allowances transferred to Plant Replacement Reserve 
is stated as £24,150, but in the Consolidated Balance 
‘Sheet, the Plant Replacement Reserve (a new item) 
appears at £20,150 only, which agrees with the item 
in the Consolidated Profit and Loss Account. It 
would be most interesting, he says, to learn the 
reason for this discrepancy. 

We like to feel that queries of this nature receive 
the very best attention and invite those who have 
dived with the figures and know them from A to Z, 
to take an interest. 

«Would Mr J. W. S. Stoker, c.a., the company’s 
secretary, be prepared to obliger , 
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Woolworth | 


This week's reprint gives the accounts of F. W. 
Woolworth & Co Ltd. Fundamentally, it is a simple 
business conducted on a vast scale but with every 
advantage taken of the power of ready money. The 
base of the Woolworth millions is cash. This year, 
the accounts have been spread over the central open- 
ing of a quarto-sized booklet, balance sheet and profit 
and loss account opening out from the centre to left 
and to right to make a double-quarto space for each. 
To one item in the profit and loss account that may 
seize the imagination, we can add. that the directors 
number twelve. 

Readers who live in Cobham, Surrey, will be 
seeing the company’s new trading venture, which is 
to be opened in that town: a self-service store where 
customers select their own goods and pay at the 
‘check-out’ point. It is an established system in- 
America and on the Continent and has already been 
introduced here by other companies. Experience, 
says Mr S. V. Swash, the chairman, suggests that 
although the same number of staff are needed, in- 
creased turnover follows and customers have the 
convenience of one payment for their total purchases. 

The record of profits starts at the point conventional 
in this country, but there is a rough guide to the 
volume of business in the estimate that the trading 
profit would be wiped out if every single item of 
merchandise sold were reduced in price by one 
halfpenny. l 

Money Market 


The money market has naturally borne the brunt of 
the Bank rate decision. On February 2sth the 
markets bid for Treasury bills was reduced to 
£99 Is od against the previous week’s £99 8s sd with 
the result that the average discount rate rose to 
£3 158 5°32d per cent compared with £2 6s 397d - 


‘per cent the week before. Applications totalled 


£381,870,000 and the offer this week is £260 million. 


e F. W. WOOLWORTH & CO LIMITED 


Movement ‘of Reserves during the year ended December 31st, 1954 














1954 1953 
£ £ 
2. (a) Development Reserve ; 
Balance as at January Ist .. .. 3,500,000 3,500,000 
Less Transferred to General Reserve .. 3,500,000 — 
Balance as at December 3ist Ni 500,008 
(b) General Reserve £ £ 
Balance as at January Ist... ee .. 5,000,000 . 3,750,000 
Less Transferred to Appropriation Account 
and Capitalized .. GE Se Es 000,000 
ana — nt 
` Transferred from Development Reserve .. 3,500,000 
Proposed Appropriation for Year .. .. 2,000,000 1,250,000 
£5,500,000 £5,000,000 


Balance as at December 3fst 
de 


` (d) Future Taxation: . š 
. _ The Amount of £8,430,000 reserved at December 3lst, 1953, has 


- . been transferred to Current Taxation. M 


` 3 
A 


£ 
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_ * CORRESPONDENCE. 


Letters must be authenticated by the name and address of the writer, not necessarily jor publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions SE 


Can Management be Audited ? 


Sir, — With reference to your contributor’s letter 
under this heading in your issue of February 19th, 
may I firstly point out that in my previous letter 
(February 5th issue) I was referring to the real income 
concept in the profit-management relationship and 
not to the conventional profit. This might have 
escaped the attention of some readers. 

There is no doubt that, if one substitutes “com- 
munity’ for a shareholder and suspends (or modifies) 
price mechanism of an economy by an introduction 
of quantitative controls, criteria of a managerial 
efficiency may be different. In so far as it relates to a 
shareholder, I fail to understand how a ‘function’ of 
a real income could be replaced by an index of mana- 
gerial efficiency called ‘an overall assessment’ of 
efficiency (issue February rgth). 

‘The problem of the best possible use of resources 
(both internal and external to the firm) may contain 
factors which may not be amenable to the quanti- 
tative evaluation. Until one is sure that all the 
relevant factors bearing on a managerial decision are 
capable of being quantitatively evalued, real concept 
of income seems to be the only reliable index to the 
shareholder. What would one think of a shareholder 
whose real income is steadily falling (due to the firm’s 
surrender of a monopolistic power previously held) 
if at the same time the management efficiency auditor 
supplies him, from time to time, with the statements 
showing continuous increases in an ‘overall efficiency’ 
of management, which Jess than offsets the fall in 
teal income during the same period. Is he ‘better off’ 
at the end of the period than he had been at the 
beginning? I am, sir, 

Edgbaston, Yours faithfully, 

j Birmingham, 15. W. J. DIXON. 


‘On Being an Expert Witness’ 
Sir, — I have read with interest the article in your 
issue of February 12th and your correspondents 
letter in the issue of February 26th. 

Perhaps some of -your younger readers would be 
interested in a letter I received from my father 
(dated December 1907) in reply to a letter informing 
him that I (as one of the qualified accountants on the 
staff of a firm of chartered accountants in London) 
had given evidence on behalf of a client. 


The letter reads: 


‘I am pleased to see that you have undergone the 
ordeal of the witness-box upon questions of accounts, 
-as this trial (che witness-box) shows a man’s clear- 
. headedness, and if he undergoes it.with credit he is 
sure of promotion as solicitors and others in Court 
notice it. The examination and checking of ledgers 

< etc., requires a clear head too, but that is done in 
eprivate and is not Seen, besides time can be taken 


- for consideration, SE in the box the answers 
require to be distinct, with little time for consider- 
ation; and the ready.man is the successful man. ` 

‘I may repeat to you the instructions the. late 
Sir . . . gave me when I began to appear in the 
witness-box: (x) don’t lounge mn" tbe box — stand 
straight up, and look the barristers and judge 
respectfully in the’ face; (2) never give a smart 
answer: invariably reply. "quietly and civilly and as 
short as you can with distinctness; (3) don’t hurry 
your answers, always take a little time to repeat the 
question to yourself and give your reply speaking 
slowly. 

‘I have dideu d to follow these instructions 
with only moderate success and my experience has 
proved to me that they are sound.’ 


I had not quite reaċhed the age of twenty-four, but 
I do not recall that I was ‘frightened’ to appear in the 
box, but I was not happy with my performance 
under cross examination till, on ‘reporting at the 
office, my employer put me at ease. 


Yours faithfully, 
London, WC2. R. J. BLACKADDER. 


Shipping Documents 
SIR, — In congratulating Mr Peter Taylor, A.C.A., on 


hus article, in your ‘issue of February 26th, which 


covered a very wideirange; may I take the liberty of 
raising one or two!points which may be worth 
EE in connection with shipping documenta- 
tion. 

Firstly, I notice ‘that Mr. ‘Taylor suggests that 
marine insurance will come within the orbit of the 
secretary, but I see’ no particular reason why this 
should be. When covering marine insurance a firm or 
company. are usually. acting merely as agents in 
‘selling’ insurance which has either been calculated 
into the sale price or is included as a separate item. 
I think it will be generally found that marine insur- 
ance will come under the control of the shipping 
clerk, who will no Se be working under the 
accountant. " 

Before leaving the question of insurance, I should 
like to mention a pitfall: in connection with f.0.b: 
and c. & f. contracts. If goods are sold on this basis 
the buyers should be asked for an undertaking that 
the goods will be covered for normal marine risks at 
least, so that there can be no possibility of the goods 
being afloat uninsured. This brings me to my next 
point which is on the subject of contract and payment 
terms. I think thati Mr-Taylor’s last paragraph was, 
to put it mildly, an understatement from the account- 
ant’s point of view. Moreover, before considering 
letter of credit conditions or ‘payment, . reference 
should be made to: contract terms which are in- 
separably linked. e: i 

Shipping documents must; in. ‘the first instance, 
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agree with the terms of the contract as also must 
letters of credit. Therefore, if the letter of credit 
terms do not agree with the contract, the seller is at 
liberty to call for an amendment and shipping docu- 
ments should not be prepared blindly in accordance 
with a letter of credit unless the credit is in agree- 
ment with the contract terms. 

There are, of course, other methods of payment, 
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d 
to quote” Š sent by cash against documents; 
payment a ‘ght or period drafts with varying 


usances, % Zuch case the terms are documents 
against acf Ance; or documents may merely be sent 
‘For colle. vun through the exporters’ bank and 
their usual agents abroad. 

Yours faithfully, 


Goodmayes, Essex. C. J. PENDRILL. 


REVIEWS 


Green’s Death Duties 
Third (Cumulative) Supplement to 
Third Edition 
by H. W. Hewitt, LL.B.(Lond.) 
(Butterworth & Co (Publishers) Ltd, London. 
7s 6d net) 


This new supplement incorporates changes in the 
law in the year ended August rst, 1954, and therefore 
contains a good deal of additional matter, including, 
of course, the changes brought about by the Finance 
Act, 1954, the relevant sections of which are repro- 
duced. In the result, it has 47 pages, as against the 
21 of its predecessor. Some useful examples are given 
of the operation of the new provisions for aggregation 
of settled property. Although estates up to {10,000 
now rank as ‘small estates’ for this purpose, it is 
pointed out that marginal relief may apply to an 
estate as large as £48,000 where the 80 per cent rate 
operates. The provision for aggregating policies in 
which the deceased bad never had an interest is also 
illustrated by ‘exarnple. The same cannot be said of 
the new 45 per cent reduction in relation to industrial 
assets; here the author has been content to give a 
summary of the provisions. 


The Taxation of Gifts and Settlements by 
Stamp Duty, Estate Duty, Income Tax and 
Surtax 


2nd Edition 
by G. S. A. Wheatcroft, M.A. 
(Sir Isaac Pitman & Sons Ltd, London. 42s net) 


The first edition of this book proved to be one of the 
first of a number of volumes on what might be called 
‘tax mitigation’. It had an immediate and unqualified 
success. The author is a Master of the Supreme 
Court and was formetly in practice for many years 
as a solicitor. He says in his preface to the first 
edition that the book is written principally for the 
practising solicitor. Certainly the emphasis is on 
practice rather, than mere theory and the author’s 
knowledge of the ways in which tax liability on gifts 
and settlements can be minimized is nothing less than 
encyclopaedic. 

The first part of the book gives the structure of the 
four taxes; the second seeks to show the effect of 
those taxes on: gifts and settlements. Thus a wide 
range is covered and a great many devices are reported 


, 


I 


on. The author's style is pithy and stimulating but 
it occasionally leads him into errors, like the statement 
on page seven that ‘With stamp duties “form” is | 
everything and substance nothing’. If only it were! 
On page twelve he observes wrongly that a settlement 
of chattels attracts settlement duty; on page 146 
the stamp duty on a document securing a deferred 
annuity is shown as 1s per {100, whereas it is Is per 
£5. There are other statements on stamp duties which 
need to be read with some caution. 

The chapter on retirement benefits, particularly in 
relation to income tax, has been considerably 
extended in the second edition and as so extended, 
gives the impression of having been written in a hurry, 
as witness the two following statements: 


‘An annuity received by an employee on or after 

retirement, from a pension fund or insurance 
company is taxable and is only treated as earned 
income when paid by an approved superannuation 
scheme.’ 
‘<. .an employer who goes out of business cannot 
obtain any tax allowance in respect of pension 
payments to a former employee even if he covenants 
to pay them as pension payments are taxable-under 
Schedule E and any tax deducted must be paid to 
the Revenue.’ 


In giving the definition of ‘earned income’ a line 
appears to have been omitted, while in a footnote on 
page 154 the figure £1,500 is presumably meant to be 
£2,000. 

In a book on ‘gifts and settlements’ it would 
perhaps have been better to omit retirement benefits, 
rather than to give a series of paraphrases of the 
relevant statutory provisions on this highly complex 
subject. 

A problem which faces all writers of books on tax 
avoidance is the rapidity of change in the law con- 
cerned. Only twelve months elapsed between first 
and second editions but a great many alterations had 
to be made. The reader would do well to follow the 
author’s advice: 

“They must study the relevant statutes and cases 
and make a detailed chart of the channel they intend 
to take, they must usually take a pilot in the form 
of an expert to settle their documents, and they 
should always remember that the Revenue nets 
do not remain stationary.’ 


We would add that the substance of an expert might 
be even better than the mere form. e 
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Modern Elementary Statistics 
by John E. Freund 
(Sir Isaac Pitman & Sons Ltd, London, 4os net.) 


The differing attitudes of teachers of statistics is 
particularly well brought out by the contrasting 
syllabuses of English and American examinations in 
statistical methods. In this country, it is generally 
recognized that statistics is a branch of mathematics 
and that unless the student possesses some basic 
mathematical training he cannot proceed very far in 
his statistical studies. Few students are adequately 
equipped in this respect and most of the elementary 
examinations require of him little more than a grasp 
of first principles and an ability to arrange his data 
intelligently. 
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This volume is, of its type, among the best of 
many United States texts currently available. It 
emphasizes from the outset the significance in 
statistics of the frequency distribution and brings out 
its relationship with the theory of probability and the 
theory of sampling. 

Although himself a mathematician, the author 
appreciates the value in exposition of simple English 
and he is particularly sound when he is explaining 
the basis and purpose of the various formulas which 
so many other books merely require students to learn 
by heart. The book will be helpful to the degree 
student taking subsidiary statistics, while the profes- 
sional man who took statistics some years ago in his 
final examination and wondered what it was all about 
will also find guidance from Professor Freund. 


DINNER TO MR D. V. HOUSE, F.C.A. 
CHARTERED ACCOUNTANTS’ GOLFING SOCIETY 


Sixty-six members of the Chartered Accountants’ 
Golfing Society attended a presentation dinner to Mr 
D V. House, F.c.A., President of The Institute of 
Chartered Accountants in England and Wales, held in 
the Tallow Chandlers’ Hall, London, on Friday, 
February 25th. The President of the Society, Mr J. B. 
Pittman, F.c.A., was in the chair, and in a speech that 


was received with enthusiasm, thanked Mr House for 
all he had done during his twenty-five years as honorary 
secretary of the Society, wishing him well for the 
future. At the end of his speech, Mr Pittman presented 
Mr House, on behalf of the members, with a pair of 
field-glasses. 

In reply, Mr House referred to the interest that he 
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Mr J. B. Pittman, F.c.a., President of The Chartered Accountants’ Golfing Society, presents a pair of field-glasses to 
Mr D. V. House, F.c.a., Hon. Secretary of the Society and President of The Institute of Chartered Accountants in 





England and Wales, 
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had always felt in the affairs of the Society and to the 
many friendships that he had made over so long a 
period. He outlined the growth and development of 
the Society since he first knew it, briefly referring to 
his predecessors in office. 

Coming to the present day, Mr House expressed his 
particular gratitude to Mr L. Ralph Elcombe, F.c.a., 
who had kindly undertaken the onerous duties of 
acting honorary secretary while he was ‘otherwise 
engaged’. 

A toast to the chairman was proposed by Mr E. H. 
Wingfield, F.c.A., and in his reply Mr Pittman 
expressed the appreciation of the diners of all that had 
been done by Mr Elcombe and by Mr C. E. M. 
Emmerson, F.C.A., to whom was due high praise for 
the admirable arrangements on this delightful occasion. 


Left to right: Mr Sheriff Leslie B. Prince, 
M.A., F.C.A.; Mr J. B. P. Williamson, F.C.A.; 
Mr D. V. House, F.c.a., Hon. Secretary of 
the Society and President of the Institute. 
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From left to right: Mr J. S. Hyland, F.c.a., Captain of the Society; Mr A. S. MacIver, M.C., B.A., Secretary of the Institute; 

Mr L. Ralph Elcombe, F.c.a., Acting Hon. Secretary of the Society; Mr C. E. M. Emmerson, F.c.A.; Mr D. V. House, 

F.C.A., Hon. Secretary of the Society and President of the Institute; Mr J. B. Pittman, F.c.a., President of the Society; 
Mr C. G. H. Midgley, M.C., F.c.a.; and Mr L. E. Parsons, M.C., F.C.A. 


IN PARLIAMENT 


Estate Duty: Voluntary Gifts 


Mr E. FLETCHER asked the Chancellor of the Ex- 
chequer in what circumstances voluntary gifts, such 
as birthday presents, form part of a person’s estate 
for estate duty purposes. 

Mr R. A. Burver: Under the general rule a 
voluntary gift made to an individual within five years 
of the donor’s death attracts estate duty in connection 
with that death. Gifts in consideration of marriage, 
gifts which formed part of the normal expenditure 
of the deceased and are reasonable, and absolute 
gifts which in the case of any one donee do not 
exceed £500, are excluded from the charge under 
this rule. 


Hansard, Feb. 22nd, 1955. Oral Answers. Col. 1064. 





Cheques: Endorsement 


Mr Pace asked the Chancellor of the Exchequer 
what representations he has received about the 
possibility of savings being achieved both for the 
banks and for the public by dispensing with endorse- 
ment when a cheque is paid into the payee’s own 
bank. 

Mr R. A. BUTLER: Various representations have 
been made to me on this question, and I have given 
careful consideration to them. I have come to the 
conclusion that the complicated issues of law and 
practice raised by this proposal merit a thorough 
examination in the light of the evidence of experts 
in this field and of the views of all interested parties, 
I have therefore decided to appoint a committee to 
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investigate the matter further. I am happy to be 
able to announce that Mr Alan A. Mocatta, opp, 
Q.C., has consented to become chairman. I am 
grateful to my hon. friend for the valuable initiative 
he has taken in focusing attention on this matter. 

I will make a further statement about the member- 
ship and terms of reference of the committee as soon 


as possible. 


Hansard, Feb. 2and, 1955. Written Answers. Col. 129. 


Savings Certificates: Value 


Mr Ossorne asked the Chancellor of the Exchequer 


what is today’s nominal value, including accrued 
interest, of a national savings certificate, purchased 
in September 1939 for 15s; and what is its real 
purchasing power, allowing for the subsequent drop 
in the internal purchasing power of the £. 

Mr R. A. BUTLER: 22s 11d and tos respectively. 
The second figure is based on the price index of all 


‘consumer goods and services between 1939 and 


1953, and the Interim Index of Retail Prices there- 
after. 


Hansard, Feb. 22nd, 1955. Written Answers. Col. 125, 


Tax and Rate Collection 


Sir W. DARLING asked the Financial Secretary to 
the Treasury what is the cost, per cent, of the collec- 
tion of ‘Pay as You Earn’ as compared with cost of 
assessing and collection of purchase tax. 

Mr H. BROOKE: I regret that it is not possible to 
give separate figures for the cost of assessing and 
collecting either purchase tax or income tax collected 
under P.A.Y.E. In 1953-54 the total cost of collect- 
ing Inland Revenue Duties was 1:23 per cent, and 
of Customs and Excise Duties 0-76 per cent, of the 


‘gross yield. 


Sir W. DARLING asked the Financial Secretary to 
the Treasury if the system of collection of income 
tax by unpaid agents under P.A.Y.E. is now a 
permanent part of the tax-collecting system; how 
many such unpaid agents there are; and how much 
was collected by this method in the years 1945 and 
1954, respectively. 

Mr H. BROOKE: I am not aware of anything likely 
to lead in the near future to any major change in 
the P.A.Y.E. system. The total number of points 
from which tax deducted under P.A.Y.E. is remitted 
to Inland Revenue offices is nearly goo,ooo. Many 


large concerns have more than one remitting point. 


The total tax collected under P.A.Y.E. was £575 
million in the calendar year 1945 and {610 million 
in the calendar year 1954. These two figures are 
not completely comparable, as P.A.Y.E. did not 
apply to the armed forces in 1945. 

Sir W. DARLING asked the Financial Secretary to 


-the Treasury what proposals are under consideration 
‘for unifying tax and rate collection; and if he will 


list the various methods.and agencies by which taxes 


THE ACCOUNTANT 


275 


are collected in the United Kingdom from citizens. 

Mr H. Brooxe: No proposals for unifying tax 
and rate collection are under consideration. In 
answer to the second part of my hon. friend’s ques- 
tion, I think he will find the information he requires 


‘in the 97th Report of the Commissioners of Inland 


Revenue and in the 45th Report of the Commis- 
sioners of Customs and Excise. 

Sir W. DARLING asked the Financial Secretary to 
the Treasury how many tax collecting offices exist in 
the United Kingdom; what is the total staff of tax 
collectors; and what prospect there is of reducing 
their numbers. 

Mr H. Brooke: There are about 1,000 local 
Inland Revenue offices and about 1,500 Customs and 
Excise offices in the United Kingdom. The staff of 
the Inland Revenue, excluding staff engaged on 
valuation for rating, is some 41,000, and of the 
Customs and Excise some 15,000. In answer to the 
last part of his question, the number of staff em- 
ployed is constantly under review, but my hon. 
friend will not, I am sure, expect me to forecast 
whether it might be affected by future changes in 
taxation. 


„Hansard, Feb. 22nd, 1955. Written Answers. Col. 131. 


Hire-purchase and Credit Sales: Limitation 


Mr NicoLsoN asked the Chancellor of the Exchequer 
what requests he has made to the Capital Issues 
Committee and to the banks concerning finance for 
hire-purchase. 

Mr R. A. BUTLER: Yesterday I addressed the follow- 
ing letter to the chairman of the Capital Issues 
Committee: 


Dear Kennet, 


I know that, since I wrote to you on August 19th last 
about the general limitation of finance for hire-purchase, 
the Capital Issues Committee have been giving close 
attention to applications coming within this category, 
but in accordance with my request have not operated 
the limitation by imposing a rigid ban on all new finance 
for hire-purchase. The Government has now decided 
that the economic situation calls for a closer check on 
consumer credit, and an Order has been made reimpos- 
ing limitations on hire-purchase and credit sale agree- 
ments, At the same time, steps must be taken to curtail 
the volume of hire-purchase finance and I therefore ask 
your Committee in future to examine more stringently 
any application for finance for this purpose. 

Yours very sincerely, 
(Sgd.) R. A. BUTLER. 


The Rt. Hon. Lord Kennet, opp, D.S.0., D.S.C. 


At the same time I arranged for the terms of this 
letter to be brought to the notice of the banks and 
accepting houses so that they might be aware of the 
importance which I attach to the limitation of finance 
for hire-purchase, notwithstanding the statutory 
exemption from the provisions of the Control of 
Borrowing Order, 1947, of borrowings made in the 
ordinary course of business. 


Hansard, Feb. 25th, 1955. Written Answers. Col. 204. 


276 


THE ACCOUNTANT 


NOTES AND NOTICES 


Personal 
Messrs D. Percy Jones & Co, of 83-84 Taff 
Street, Pontypridd, and 29 Park Place, Cardiff, 
announce that as from January ist, 1955, Mr DOUGLAS 
O. DENTON, A.C.A., has been admitted as a partner in 
the firm. The style of the firm remains unchanged. 


Professional Notes 


Mr G. C. Dix, A.C.A., has been appointed secretary 
of the Ideal Insurance Co Ltd, of Birmingham. 


Mr J. W. Fraser, A.S.A.A., has been appointed a 
director of Town Tailors Ltd. 


Mr W. R. Gibb, c.a., has been elected a director 
of W. T. Glover & Co Ltd, of Manchester, with the 
executive appointment of manager (financial). Mr 
Gibb joined the company as secretary in 1944. 

Mr Stanley Clark, A.C.A., has been appointed chief 
éxecutive of the Society of Motor Manufacturers 
and Traders. Mr Clark joined the Society in 1946 
as secretary. 


The Institute of Chartered Accountants in 
England and Wales 


List oF MEMBERS, 1955 
The 1955 List of Members of The Institute of Char- 


tered Accountants in England and Wales has now. 


been published and contains the usual full alpha- 
betical list of members and their firms, followed by a 
topographical list. 

The names of members of the Council and of the 
Committees are given, together with details of the 
Benevolent Association, the members’ library and 
district and students’ societies. 

The total membership of the Institute, as at 
December ist, 1954, is shown as 18,152 — an increase 
of 583 on the figure of a year earlier. 

The following summary shows detailed com- 
parison: 

ENGLAND AND WALES 





























On On {Increase 
Dec. Ist Dec. Ist or 
I953 I954 decrease 
Fellows in practice 3544 3,068 +124 
Fellows not in practice 415 431 + 16 
Associates in practice 3094 3,117 + 23 
Associates notin practice .. 8,633 8,963 +330 
15,686 16,179 
Not IN ENGLAND AND WALES 
Fellows in practice 165 175 + IO 
Fellows not in practice 54 52 — 2 
Associates in practice 260 255 — 5 
Associates not in practice.. 1,404 i491 + 87 
a, 1,883 1,973 
<aembershipi 17,569 18,i52 +583 
ae d 


The Institute of Chartered Accountants in 
Ireland 
The Intermediate and Final examinations of the 
Institute of Chartered Accountants in Ireland will 
be held on May 17th, 18th, roth and 2oth, 1955, in 
Dublin and Belfast. 


Intending candidates are asked to send in their. 


applications on or before April rst, 1955. Forms of 
application can be obtained from the Secretary, 
7 Fitzwilliam Place, Dublin. 


New Business Names Registered in 1954 
The Board of ‘Trade announces that during the year 
ended December 31st, 1954, there were 29,699 new 
registrations under the Registration of Business 
Names Act, 1916, bringing the total number on the 
register to 675,774. Fifteen prosecutions were insti- 
tuted during the year for non-compliance with the 
provisions of the Act. Convictions were obtained in 
thirteen cases. 


London and District Society of Chartered 
Accountants 
NORTH LONDON DISCUSSION GROUP 
A meeting of the North London Discussion Group 
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k. ` 


will be held at The Masons’ Arms, Maddon Street, ` 


London, Wi, next Wednesday, March oh, at 
6.30 p.m., when the subjects will be: 
(1) ‘Where the Companies Act, 1948, fails’, intro- 
duced by Mr N. T. Nicholson, F.c.a. | 
(2) ‘No par value shares’, introduced by Mr D. G. 
Richards, A.C.A. | 
Meetings of the Group are held each month at 
The Masons’ Arms and chartered accountants who 
may be interested in joining are invited to write to 
the hon. secretary, Mr K. D. C. Ford, a.c.a., 20 
Mattison Road, Hornsey, London, N4. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m.: Lecture (at Caxton Hall) on ‘Farm and 
estate accounts’, by Mr E. C. McIntee, A.s.a.a. (Lecturer 
to the College of Estate Management); Chairman: 
Mr J. M. Watson, A.C.A. 

Friday, 5.15 p.m.: Introductory course lectures on (r) 
ee of accounts’; (2) ‘Partnership and company 

aw.’ 


7.0 p.m. (at Chelmsford): Lecture on ‘Bankruptcy ` 


and liquidations’. 


National Caravan Council Convention 
Mr Harry Hodgson, A.C.A., a partner in the firm of 
Robson, Morrow & Co, will be one of the principal 
speakers at the National Caravan Council’s first 
annual convention, at Folkestone on March 16th- 
18th. Mr Hodgson will open the Convention pro- 
gramme of talks and discussions with an address on 
‘Making your money work’. 
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The Institute of Municipal Treasurers and 
Accountants 


ANNUAL STATISTICAL PUBLICATIONS 


Financial and other statistics for the year 1953-54 
of the health, welfare, children, fire, police and 
education services administered by local authorities 
in England and Wales are set out in six booklets 
issued recently by the Institute of Municipal Treas- 
‘urers and Accountants and the Society of County 
Treasurers.+ 


The main basis of each return (except that for 
education) is an analysis of the expenditure on the 
appropriate service for each authority, and for com- 
parative purposes each item of expenditure is ex- 
pressed as an amount per 1,000 population. The 
education statistics consist mainly of an analysis of 
costs per pupil (both primary and secondary). Each 
booklet contains corresponding figures for the 
previous year. 


The booklet dealing with local health services 
gives the unit costs for particular services, such as 
day nurseries, child welfare centres, midwifery, 
health-visiting, home-nursing and domestic help. 
"The expenditure on these services falling on rates 
is shown to have increased from {19,390,654 to 
£19,982,145 since the previous year, which is 
equivalent to a rate increase from t14-00d to 
14°18d. 

The two booklets on welfare and children 
services are very similar in form; they deal with the 
services provided under the National Assistance Act 
and the Children Act respectively and show the 
number of persons or children for whom the local 
authority is responsible, analysing the costs per week 
of running residential homes of different sizes. The 
rate-borne expenditure in each case has increased 
over the year, that on welfare services having risen 
by nearly £900,000. 

The statistics concerning the police and fire 
services give an analysis of expenditure and income 
per 1,000 population and contain supporting detail 
of personnel, and in the case of the fire services 
booklet, details of appliances, fire stations and calls 
received. The police statistics, which do not include 
` the Metropolitan and City of London Forces, show 
rate-borne expenditure to be {22,539,318 against 
. £21,795,257 in the previous year; the total personnel 
serving during the year numbered 49,232. 


The booklet on the education services includes 
statistics showing the number of pupils and schools, 
and the number of pupils per teacher. The return 
states that the total expenditure (rate- and grant- 
borne) of local education authorities has increased 
from £321,079,745, in 1952-53, to £337,373,904 in 
1953-54; the average rate-equivalent increasing from 
7s 6d to 7s 10d. This represents a rise of £6,801,106 
in rate-borne expenditure. 


1 Obtainable from the Institute of Municipal Treasurers 
ang Accountants, London, price 3s each, post free. 
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President of the Canadian Institute 


Mr J. Grant Glassco, opp, of Toronto, has been 
elected President of the Canadian Institute of Char- 
tered Accountants. 


SEVENTY-FIVE YEARS AGO 
From The Accountant or Marcu 6TH, 1880 
A leading article entitled 


THE CHIEF JUDGE IN BANKRUPTCY ON ACCOUNTANTS 


It is, we think, greatly to be regretted that the 
Chief Judge in Bankruptcy did not, in the course of his 
remarks on the case of Gustav Frank, apparently dis- 
criminate between reputable accountants who con- 
stitute the real profession of accountancy, and out- 
siders who have no claim whatever to be regarded as 
belonging to it. The former are banded together in 
associations, the membership of which is a guarantee 
to a greater or less extent for both ability and 
reputability, and they have striven for years to obtain 
an acknowledged public status with its attendant 
responsibilities and disciplinary powers; whilst the 
latter take up so-called accountancy often as a 
dernier ressort for incompetency, and have nothing in 
common with real accountants but the name. Without 
any reference to the merits of this particular case it 1s 
surely as unjust and illogical to pass sweeping 
condemnation upon two practically distinct classes 
for the sins of one, as it is to condemn a large body for 
the backslidings of isolated members. We need not go 
farther than the law itself for an illustration. It is no 
exaggeration to say that cases are reported every week 
in various parts of the country in which solicitors 
are charged with misappropriating trust funds, or 
offences of a kindred character—a fact which was 
recently commented upon in regretful terms by the 
Law Times. But that would not justify any learned 
judge in declaring that solicitors, as a body, dre 
unworthy of the confidence of the public; that they are 
in the habit of getting hold of as much money as they 
can from clients under various pretences, and 
either boldly misappropriating it, or swallowing it up 
in “‘ridiculous, nonsensical and extravagant charges 
of remuneration.” Yet this false mode of arguing 
from the particular to the general, of reasoning from 
isolated circumstances that a general state of things 
exists-—was practically followed by Sir James Bacon 
last Monday. We can scarcely suppose that his lord- 
ship would really, on calm reflection, regard this 
case as anything like a typical one in regard to account- 
ants, but we beg to assure him—if any such assurance 
be needed—that whether or not such instances are 
“frequent” they do not occur in the ranks of the 
profession of accountants properly so-called. Sir 
James Bacon used the epithet “unsatisfactory” in - 
regard to the term “‘accountant.”—To the. real 
accountant striving to exercise an honourable 
calling in an honourable way, it is no doubt eminently 
“unsatisfactory” that he is powerless to prevent the 
appropriation of the title by any person however 
incompetent of otherwise ineligible. 


` 
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FINAL EXAMINATION 


SECTION I 


First Place and Prize: Emery, M., March. 
Second Place: 'Tysoe, J. S., Harrow. 
Third Place: Rothschild, E., London. 
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f 


Fourth Place: Hodson, A. J. C., Basildon; Lithgow, J. D., Glasgow. 


Akinwumiju, F. A., London. 
Allan, n , Glasgow. 

lien, T., Sacriston. 
Andrews, R. es EE 
Aa D. J., Ludlow. 
Ayton, D., Tranent. 


Bailey, D. C., Leicester, 
Baker, a M., Sidcup. 
Baker, F., Wolverhampton. 
Banes, F. J. E., Worcester Park. 
Barker, A., Coventry. 

Battin, P. S., Oldbury. 

‘Beal, A., ra Houghton. 
Beards, J. R EE 
Bent, G., Lei eigh. 

Bird "J. È., B-A O.R. 19. 
Bishop, M. D., Sudbury. 
Blake, R. G., Billericay. 
Blockley, E. F. W., Basingstoke: 
Boffey, T. A., Ellesmere Port. 
Bonnett, N. M., King’s Lynn. 
Boyle, F., Royton. 

Bradley, K., Northwich. 
Bratchell, D. E., London. 
Brecknell, J. P., Blair Atholl. 
Brennan, R. J., Liverpool. 
Brian, W. A. G., St Albans. 
Brookes, T. G., London. 
Brooksbank, J., Nottingham. 


-Buck, A., Newcastle upon Tyne. 


Buck, G. T London. 
Buffin, D. H. L., Hillingdon. 
Buxey, W. T., London. 


Cadman, R. J., Walsall. 
Campbell, J. R., Chryston. 

. Caplan, H. London. 

Carr, T., Carmunnock. 
Carroll, D, J., London. 
Carroll, K.A , Dublin, 
Casey, P. KE: SE 
Chapman, D., Eastbourne. 
Charter, Miss Ë E. V., London. 
Chaundy, A. H 2,Up minster. 
Christie, A. R. G., London. 
Church, E., Harpenden. 
Clarke, `K. J., St Helier, Jersey. 
Clarke, R., Bournemouth. 
Clery, N. W., Dublin. 
Coleman, G, C., Redhill, 
Coombs, L. B., ‘London, 
Cope, P. J., Leamington Spa. 
Ge Ce L., Manchester. 
Core, D. H., Guildford. 
Cowan, D., London. 
‘Cowan, L. J. J., London. 
'Crickett, S. F., ‘London, 
Crocker, E. J., "London. 
Cumper, V. N., Bexleyheath. 


Dadson, J. K., London. 
Daly, E., London. 

‘Dark, S. D., London. 
Darnley, R., Manchester. 


(in alphabetical order) 


Dennis, M., Bristol. 

Donald, J. M., Swansea, Glam. 
Donn, R., London. 

Drew, J., London, 


Egner, R. W. E., London. 
Egunjobi, A. A. A. A. London. 
Etchells, A., Gloucester. 


Fairbairn, J., Newcastle upon Tyne. 
Fairburn, L. A., London. 
Farnworth, G. H , Cheadle Hulme. 
Fearnett, H., Widnes. 

Feeley, F. J., Dublin. . 

Fenton, S., Enfield. . 

Fisher, R., York. ` 

Fishlock, A., Purley. 

Fishwick, J. G. Windle. 

Flynn, K. Dublin. 

Foley, J., Manchester. 

Forsyth, G C., London. 
Frampton, R. CG New Malden. 


_ Gartland, M. J., Brockworth Hostel. 


Geddes, D. S. , Glasgow. 
Gibbs, R., W eston-super-Mare. 
Gill, N. J., Welling. 

Gill, W. J., Exeter, 


Green, K. R., Romford. 
Griffiths, F. A., Bishopstoke. - 


Hall, A. V., London, 

all, M., Newcastle. 
Hall, W., SE 
Hayes, S. W., 'Tha 
Hearley, J. W., Whitstable, 
Hillier, R. E., Staple Hill. 
Holland, P. E., Birmingham. 
Hopkinson, J. L., Coventry. 
Hornsby, A. P., Derby. 
Hossick, R. S., ‘Dundee, 
Hudson, W. P., Liverpool. 
Hume, R., Newcastle upon Tyne. 


Illingworth, W., Southampton. . 
Ilott, L. W., Scunthorpe. 


Jeff, G, W., Manchester. 
Jennings, R., Clacton-on-Sea. 
Johnson, H., Manchester. 


Johnson, M. J., Newcastle upon Tyne. 


Jones, G., Whittington. 
Jones, G. L., Burgess Hill. 


Kalinsky, 5. M., London. 
Keefe, R. D., Maidenhead. 
Kelly, K. J., Goodwick. 
Kilburn, J., Bradford. 

King, E, J., Sidcup. 
Kingston, B. S., Peterborough. 
Kinnear, R., Edinburgh, 


Kirkham, P., Manchester. 


Kirkman, F. R. z Nottingham. 
Klimezak, G. J. B., Edinburgh. 
Knapp, D. G., Kidlington. 
Knight, T. M., Wigan. 


Ladham, A. E F., London, 
Langdon, T. M., Newbury. 
Leighton, D., Cranham, 

Leith, R. B., "Edinburgh. 
Lejewski, in T., Sutton. 

Lewis, C. B , London, 

Lewis, G. A. Ilford. 

Loader, P. E., Reading. 
Lockwood, O. B., Eat: 
Lonsdale, R. P., Peacehaven. 


WEN H. G. M., London. 
Eed W., Glasgow. 
McQueen, D. Č., Darlington. 
Marsh, P., Radcliffe. 
Melrose, D.C ., London. 
Millett, J. A., Feltham. 
Mills, A, E., Letchworth. 
Montgomery, C. M., London. 
Moore, B. M , Stroud. 
Munton, R. E., London. 
Murphy, F. y Cork. 
Murphy, N. G., Ware. 


` Nash, W. F., Chester. 


E K., SE 
Nicholls, K. W., Edgware. 
Nichols, D., Norwich. 

Nichols, K. Së Northampton. 
Norgate, M. S., Chandlesford. 
Norman, P. W., London. 
Northern, F. L., Great Yarmouth. 


O’Brien, G. P., Dubin 

O’ Carroll, CS J. P., Dublin. 

Odocha, J. N > Manchester. 

Oliver, A. W. A. Surbiton. 
Osborne, J. R., Epsom 

O’Sullivan, Miss M. P P. Chislehurst. 
Owles, D. B., Hastings. 


Papadopoules, Z. N., London. 
Pa J]. W., Liverpool. 

Paton, J. e are, 

Payne, D ayes, 

Pearson, H. R., Eeer 

Pegg, N., Driffield. 

Pettinger, H., Grimsby. 

Pirie, J. F., Aberdeen 

Leen 1. D. SH a on Green. 
Porter, E. J., Lond on. 

Price, A. G: T., Wolverhampton, 
Price, A. H., Penzance. 
Pritchard, j Liverpool. 


Quagriane, FJ., London. 


: Speer ire E., Knaresborough, 


Ray, E. C., Richmond. 


Readhead, H., Harold Wood. 
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Reed, L. F. G., Dagenham. 
Revill, B., Sutton-in-Ashfield. 
Rhodes, G. SCH Evesham. 
Rhodes, J. S , Birmingham. 
Robertson, A. L., Glasgow. 
Robson, G. G., Driffield. 
Rule, R. T., Norwich. 

Russ, E. D. Bracknell, 

Ryan, H J., Newport, Mon. 
Ryan, J. C., Dublin. 


Sallery, G. R., Ilford. 
Savage, W. D A., par iat te 
Scadding, S. C., Lond 

Severn, C. G.; 
Shambrook, D., Ilford. 


Sheldon, J. C., London. 
Singer, A. E:, London. 
Slade, A. D., Yeovil, 
Smith, G., Walsall. 
Smith, J. M., London. 


rans J. SCH Ilford. 

Allen, R. E., Wembley Park. ~ 
Appleby, D., Middlesbrough. 
Armour, J., Glasgow. 
Armstrong, J. S., Monkseaton. 
Atkey, C. J., Plymouth. 
Atkinson,, D. G., Brentford. 
Ayres, J. A. Northampton, 


ae T W.,.Romily. 

Barrett, H , Oxford. 

Baulcombe, N. A., Kenilworth., 
Beck, P., Bedford. 

Beckett, A. G., Lowestoft. 
Bennett, D. E. K., Landon. 
Benson, J. E., Limerick. 

Bidwell, R. W. C., Bristol, 
Bishop, G. S., London. 

Blatcher, D., London. 

Bogdan, A., London. 

Booy, B. A. W., Cheltenham. 
Bowyer, B. H., Nairobi. 

Bradley, M. A. O., Chesterfield. 
Brown, A. R., Dundee. . 
Brown, G. H., Sutton. 

SE H. Ke London. 

Bruce, R. 
Burcher, Da R., York. 
Burlton, I. E., Worthing. 
Burnett, D. T Ripon. 
Burnett, R., London. 
Burton, R., "Doncaster. 
Button, W. A., Newmarket. 


Kirkby-in-Ashfield, 


, Griffithstown, Mon. 
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. Smith, S. P., Grimsby. 


Snow, D. J., Harrow. 

Spitzer, 5., London. 

Stack, R. D., Banna. 
Stenhouse, T., London. 
Stewart, W., Edinburgh. 
Stimpson, V. C. R., Wells. 
Stinton, R. 5. D., Rotherham. 
Stocks, G., Greenfield. 
Sutton, 8, R., Boston. 


ddesdon. 
ondon, 
Taylor, W. B., ' Standish. 


Thomas, G. Kë H. 
et igs E. F., Bradford, 
Todd, B. D., Wolverhampton. 
Trzebinski, S., Romford. 
Twelvetree, E. A., Ipswich, 


Varcoe, M. G., Boston. ` 
543 Candidates failed. 


FINAL EXAMINATION 


SECTION II 


Second Place: Feld, M., London. 
Third Place: Tonge, E., Manchester. 


Fourth Place: Njokanma, B, C. C., Leeds. 


(in alphabetical order) ` 
Byers, A., Westhoughton. 


Caldicott, D. A., Birmingham. ` 
Carter, C. J., Totnes. 
Casbolt, D. B., London. 
nee D. `S. London. 
Church, A, E., Liverpool. 
ondon., ` 
Cobb, T. R, Morecambe. 
Lee L, A. Romford. 
Crawley, A. T., Wirral. 
Cruickshank, J. M., Aberdeen. 
rux, W. F., London. 
Currie, J., Wishaw. 


Darn, A., Stoke-on-Trent, 
Davey, T., Doncaster. 
Davidson, P. J., eee Cardiff. 
Ee R., on. 
Davies, V, G., GE Cardiff. 
Davis, F. G., Paignton, 
Deeming, R, 'H., Coleshill, 
Dibble, R. H., Ham Green. 
Dollins, R. S., Wakefield. 
Drake, J. W., Warwick. 
Dungay, B, E. Beckenham. 
Durie, J., Edinburgh. 


Ead, N. J., London. 


Eades, V. 4 — 
Tena ag a M., SE ` 
Elliott, G. H., ` Waltham. 


Ellum, G. F. W., Saltersford. 


` Wait, G. W., Rushden. 


Walker, J Liverpool. 
Walker, P., Bath. 

Walley, J. E., see 
Warner, D ondon. 
Watkins, D. S. Dundry. 
Watts, R. H., East Molesey. 
Weald, R. H., Brentwood. œ 
Weir, s E Forth. 

Wells, D. F., Heston. 


- Wheeler, E Ja Twickenham. 


Whichelo, C. H., Shepperton. 
Whittaker, R., Ta 

Wiater, S. London. 
Wilkinson, E G., London. 
Wilkinson, G. D., Sheffield. 
Wilkinson, J., Sandwich. 
Willett, C. J., Cheltenham. 
Williams, D. H. Cockermouth. 
Williams, J., Portmadoc. 
Wilson, Cé M., Edinburgh. 
Withey, A. R., Brooke. 
Woolf, D. Mk ‘Ilford. 


` ‘First Place and Prize: Christmas, H. W. J Ñ London. 


Fahy, C. J., Wisbech. 
Farrar, W., Macclesfield. 


. Ferguson, S. A., Denton. 


Fisher, ie London ` 
Fitzgerald , E. Whitchurch, Cardiff. 
Fordham, G. W., London. 
Fordham, R. W., Birmingham., 
Fox, A. She ffield. . 

Fraser, A. D., London. 

Fraser, R., Glasgow. 

Frost, A., King’s Lynn. 

Froud, H. W., Loùdon. 


` + Fulcher, G. A., Chelmsford. 


Furniss, D. R., Newcastle upon Tyne. 


Garner, F. R., Earl Shilton.‘ 
Gibbons, R. e Pinner. 
Glennon, S., Liverpool. 
Green, M. E., Chilwell. 


Hague, H., Oxford. 
Halsev, H. ui London, 
Hampshire Š. RE 


Hargreaves, L E., St Gerd 
Harris, G. L., Brynhyfryd, Swansea. 
Harris, P. M., London. 

Hawkswell, Miss M. E., York. 
Hayward, F. D., Cheadle, 

Hayward, G. W., Littleover. 

Heath, J., Newcastle-under-Lyme. 
Hedge, R. C., Stowrnarket. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone; Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Hill, H. D., West Drayton. 
Hobbs, E. Š. London. 
“Hogan, R., Failsworth. 
Holland, R. F., Petersfield. 
Howard, M., Liverpool. 
ee E. R., Mansfield. 
Hunt, W HEES 


Inskip, C., South Shields. 


Jewson, L. A., Ilford. 
Jones, K. C., East Barnet. 


Jones, L. S., Salford. 
Keates, S., London. 
P G. sie 
Kelly, V., Tenby. 
emp, W. E. Helston. 
Kempton, M: 1., Clackmannan. 
Kerr, R. L. E , New townards. 
Kerr, S. B., Birmingham. 
King, C. F., Eps 
Knight, E. H. is “Westcliff-on Ged. 
Knight, R. G. TE, Bristol. 
Laking, M a E 
Leahy, J. A., Dublin. 
Lines, B. A rt — Sale. 


Lodge, A. És. Hornchurch. 
Lodwick, E. L., Carmarthen. 
Long, J. A. Glasgow. 
Lowther, G. F., Stockport. 


McDonald, J., eg 
McDougall, A., Perth, 
McGuire, j. EE 

McMull Han B. A., Londonderry. 
MeVitty, M. F. S., Brighton. 
MacDonald, C. G., London. 
Macfarlane, K., Gillingham. 
Mackenzie, G. D., Glasgow. 
Mallender, P., Gainsborough. 


V. W., Bristol. 

Massey, W. J., London. 

Matthews, G. GR Thornton Heath. 
Matthews, R. W., Raunds. 
Mattocks, J. E., Wednesfield. 
Mayall, G. J., Dewsbury. 

, New Malden. 

Miller, J. A. R., London. 

Mitchell, E. S.” Keighley. 


Candidates 
Passed with Honours 
Passed .. sea 
Failed .. 

‘Total sat.. SN 
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Moffat, 7., Penicuik. 
Monahan, G., Dublin. 
Moore, A. T Piymouth. 
Moore, J. N., Manchester. 
Moore, V. W. E., London. 
Moseley, D. E., Scarborough. 
Mugford, G. R., London. 
Murphy, T. B ”Carluke, 
Murray, A. J., Hounslow. 


Newstead, R. M., London. 

Nicholls, C. G. O., Harlow. 
Nicholson, I. , Edinburgh. 

Nixon, H. G., Newcastle-under-Lyme. 
Norfolk, W. G., Nottingham. 


Oxby, R., Glasgow. 


Parker, K. G., Croydon. 
Peake, GC: Swinton. 

Pedder, A., Dudley. 

Perkins, J., Bromley. 

Perry, A W., London. 
Phillips, W. H., Cwmcarn, Mon. 
Pickup, J. K., Rishton. 

Pike, G. A., Torquay. 

Pope, D. A. Cheadle Hulme. 
Porter, F. W., South Benfleet. 
Potter, R. D., ’ London. 
Potter, S., Leeds. 

Powley, E., Heswall. 
Pritchard, A. H., Birmingham, 
Pudney, F. B., Chard. 


Rayner, K. A., London. 
Reeve, A. L., Bebington. 
Rice, E., Crossgar. 
Richardson, F. J., Wallington. 
Rigby, T., Preston, 

Rogers, E. J., 

Root, D. E. J., e 
Rowe, E., Dublin. 

Rusell, R. H., Watford. 


Saggerson, A. A. G., Newcastle upon Tyne. 

Salisbury, J. , Che sterfield, 
Saunders, B. Cé Sheffield, 

Sayed, Mohamed Abd El, London. 

Scorer, M., Hetton-le-Hole. 

Scotcher, É. J., East Twickenham. 
Senior, A. L., Wilmslow. 

Seray-Wurie, M. A. Leeds. 


184 Candidates failed. 


Summary of Results 
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Sexton, E., Pocklington. 
Sharp, E., Wembley. 

Skelton, Fe ee 
Skingley, G ee Rayleigh. 
Slade, B. T., Ilford. 
Smallwood, H., aeni 
Smith, A. E. G. Ilford. 
Smith, A. R., Manchester. 
Smith, 1 Middle Herrington. 


Smith, M. - , Lache Park. 
Smith, N Si East Twickenham. 
Snook, H. GA , Wormley. 


Snowdon, A. G., ” Newcastle upon Tyne. 
Southgate, a London. 


Spalding, J. E., London. 
s A., Warrington. 
Stock, F inckley. 


Stockwell, P. W., Rayleigh. 
Storey, C. H., Lower Willingdon. 
Stott, J. B. M., St Paul’s Cray. 
Sturgess, J. E., Guildford. 

Sykes, H. B., Harrogate. 


Thomas, E Sheffield. 
‘Thomson, D., Seven Kings. 
Thorpe, G. W., Birmingham. 
Thresher, J. O., Copnor. 
‘Townsend, L. È., Taunton. 
Treloar, J. H., Birmingham. 
Tremain, R., Parkgate. 
"Trent, G. S., Peterborough. 
Trotman, E. 'B., Langley. 
ones E. S., London. 
Tytler, D., Newcastle upon Tyne. 


Underhill, S. R., Mansfield. 
Vexter, M. G., London. 


Walker, G., Manchester. 
Walkinshaw, G. T., Kilmarnock. 
Waters, N., Darlington. 

eee E. L. oe Ee 


Westmarland, R. Di 3 London. 
Willows, F. H., London. 

Wilson, R. F , Newcastle upon Tyne. 
vipra F. "NM. London. 
Witham, R. C., London. 

Wood, C. W., Chaddesden. 

Woolley, G. G., Cholsey. 

Wragg, W. E., Sunderland, 
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RETIREMENT PROVISION 
AND THE SELF-EMPLOYED 


(): March 2nd, the CHANCELLOR OF THE EXCHEQUER 





ESTABLISHED 1874 


received a deputation from The Institute of Chartered 

Accountants in England and Wales, the General Council 
of the Bar and the Law Society. ‘The deputation urged the 
importance of legislative steps being taken at the earliest oppor- 
tunity to implement the recommendations made by the Millard 
Tucker Committee in regard to retirement benefits for the self- 
employec\ | 

After the deputation had been intreduced by MR F. H. Jessop, 
President of the Law Society, the case for the deputation was put 
by THe Rr. Hon. Gm HARTLEY SHAWCROSS, Q.C., M.P., Chairman 
of the General Council of the Bar and supported by Sir EDWIN ` 
HERBERT for the Law Society and by Sir THomas Rosson 
for the Institute. The other members of the deputation were MR 
D. V. House, President of the Institute, and Mr JOHN SENTER, Q.C., 
General Council of the Bar. 

The deputation appeared on behalf of some twenty professional 
bodies whose representatives had previously consulted together. 
Sir THomas Rosson and Mr House in particular represented 
not only their own Institute but also The Institute of Chartered 
Accountants of Scotland, The Society cf Incorporated Accountants, 
and The Association of Certified and Corporate Accountants. ‘The 
CHANCELLOR undertook to consider their representations. 

The Millard Tucker report on the subject was made in 
December of 1953, and it was published in February 1954, just 
over a year ago. In his Budget speech in April last year, the 
CHANCELLOR said there had not been sufficient time for. him to 
reach any conclusion on the complex issues involved. He added 
that the cost of the proposals would make it impossible for him 
to implement them in the circumstances then obtaining. Both 
these considerations have now been modified, and the timing of 
the deputation was probably not unconnected with the Budget 
now to come. That the CHANCELLOR received the deputation and 
promised to consider its representations is a most promising sign. 

Indeed, it is difficult to see how the logic of the arguments in 
Chapter 6 of the Report, in favour of reliefs to the self-employed, 
can logically be resisted. If the Report cannot be implemented in 
full, then the recommendations in Chepter 6 ought to take prefer- 
ence over any minor tidying up of the law. Moreover, there are 
some indications that the cost of implementing may not be so 
great as was at first estimated. In any case, it is undesirable that 
there should in effect be one law for the employed and a different 
one for the self-employed on what is essentially the same matter. 
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FISCAL MEASURES IN FRANCE 


To assist businesses to overcome difficulties caused 
- by inflation in replacing fixed assets and stock 
by MAURICE NORMAN, M.B.E., F.C.A., and H. ALLAN ASTBURY, F.C.A. 


has been the subject of numerous papers . 


T problem of inflation in Great Britain 


and discussions among economists, ac- 
countants and business men in recent times. Each 
class looks at the problem primarily from hbis 
own angle; economists say that profits disclosed 
by historical accounting methods are not true 
profits; some accountants say that they are not 
concerned with true profits, but only with pre- 
senting a statement prepared on a known and 
well-tried basis which agrees directly with the 
accounting records; business men complain that 
they are taxed on profits which. exist only on 
paper, and that they are obliged to seek new 
capital to maintain their existing stocks and level 
of production. 

It may interest readers to study the course of 
events in France where inflation has been much 
more acute and where action became imperative 
if business was to survive. 


SUMMARY OF MEASURES BY THE 
FRENCH GOVERNMENT 

The French Government struck at the root of 
the difficulty, and introduced legislation to deal 
with the two chief anomalies created in accounts 
during a period of inflation, namely, inadequate 
depreciation based on historical cost and the 
paper profit due to the increase in price of stocks. 

Firms who revalue their fixed assets in accord- 
ance with a statutory formula, dependent on the 
date of purchase and the official index for the pur- 
chasing power of the franc, are allowed to deduct 
from their taxable profits depreciation based on 
the assets as revalued. Two desirable objects are 
achieved at one and the same time — the accounts 
show a realistic depreciation charge against the 
profits for the year and tax relief is given for 
depreciation on capital assets on a fair basis. 

Stock has been dealt with by a series of enact- 
ments, firstly on a year-to-year basis and, later, 
on a more permanent basis. The effect of the 
legislation is that sums placed to stock reserve 
escape taxation up to a certain statutory limit. 
The present method computes such statutory 
limit by reference to the variation in the value of 
the base stock after adjustment by the application 
of the official indices published for this purpose. 


REGULATIONS GOVERNING THE 
REVALUATION OF FIXED ASSETS 


The French authorities have, for over twenty 
years, authorized the revaluation of fixed assets, 
the original scheme having been applied in 1930 
or thereabouts. Since then there have been 
changes in the regulations, more particularly in 
1945 and 1948. 

The object of the scheme is to enable industrial 
and commercial houses to adjust their balance 
sheet values of fixed assets to figures more nearly 
approaching the cost of replacement. It follows 
that, in most cases, the application of the revalua- 
tion scheme will give rise to a surplus which ob- 
viously is not intended for distribution to share- 
holders and is carried to reserve. The French 
administration encourages the taxpayer tc block 
the reserve and in appropriate cases to incorporate 
this reserve into capital. 


Method of Revaluation 


The method of revaluation is based on arbi- 
trary principles. An index is allotted to each year 
from 1914 onwards and the cost of purchase is 
multiplied by the index appropriate to the year 
of purchase. Thus the cost of a building erected 
in 1914 will be multiplied by 194.4, this figure 
being the index for 1914. In a similar fashion the 
accumulated depreciation is revalued, each year’s 
contribution to the accumulated depreciation 
being multiplied by the index figure relative to 
that year. 

The advantage to the taxpayer is that he is 
permitted to calculate future depreciation on the 
basis of the revised net values resulting from the 
revaluation. 

It is obvious that depreciation calculated 
on book values in francs will, in most cases, 
be ludicrously inadequate, particularly as 
applied to buildings erected many years ago. For 
example, a building erected in 1914 would repre- 
sent an outlay in gold francs, and it is recognized 
that the purchasing power of the franc at the 
present day is approximately only 1/2ooth part ` 
of its pre-1914 value. It therefore follows that 
costs in a manufacturing concern which include 
an element of depreciation based on historical 
cost may be eminently false. 
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Example 

As an illustration of the above points, we pro- 
vide a calculation showing the method of re- 
valuing on December 31st, 1954, a machine 
purchased on January ist, 1945, for 1,000,000 frs. 


Book value Book value 











before after 
revalua~ reoalua- 
tion. tion. 
frs. Jrs. 

Cost on January Ist, 1945 1,000,000 
Revised cost in terms of de- 

valued francs, authorized by 

the scheme .. š 6,500,000 
Accumulated depreciation 

(January 1st, 1945, to De- 

cember 31st, 1954)... 750,000 
would be written up to Ss 1,680,000 
Leaving a net book value after — 

revaluation of 4,820,000 
As compared with the net book 

value before revaluation of . 250,000 
Deducting such net book value 

from the above book value 

after revaluation 250,000 
The operation shows a surplus —. 

(which would then be 

passed to reserve) of Se 4,570,000 





It should be added that, while this surplus is 
maintained on the balance sheet as a reserve, it 
attracts no form of taxation. As mentioned above, 
in appropriate cases, such reserves may be in- 
corporated into capital, subject only to a duty 
on the registration of capital of 2 per cent, which, 
it may be mentioned, is admissible as a deduction 
from taxable profits. 


Further Remarks 


The regulations state that any other form of 
revaluation by experts, architects, engineers, etc., 
‘would give rise to so many varying standards 
that there would be no satisfactory degree of 
justice for all. It is, however, recognized that the 
application of indices does not necessarily guar- 
antee a fair valuation but, at least, there is 
uniformity in the method. 

An important factor to bear in mind is that 
the valuation obtained by the application of 
indices 1s the maximum figure which is authorized. 
Directors are expected to use common sense 
and not to overvalue their fixed assets. On 
the whole, the French official scheme does not’ 
give rise to much possibility of overvaluation, 
but our notice was drawn to one case in which 
the full application of the 1914 index to industrial 
land purchased prior to 1914 would have given 
rise to a considerable overvaluation. 
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One objection to the scheme may be explained 
by the following illustration:- 

We could perhaps cite the case of two com- 
panies having purthased the same model of 
machine on January Ist, 1945, from the same 
manufacturer, at the same cost, with the same 
depreciation applied. After ten ‘years of wear 
and tear, one machine might be in perfect 
running order, whereas the machine owned by 
the second company, owing to neglect, might be 
in a bad state of disrepair; yet, by application of 
the scheme, and assuming a failure to appreciate 
the position by the directors, both, companies 
might disclose the same value for balance sheet 
purposes. 

Most industrial concerns in France have 
adopted the revaluation scheme and many have 
capitalized the surplus; in this way capital is 
written up not necessarily to compensate entirely 
for the fall in the value of the franc, but to an 
extent which makes good some part of the 
deficiency. 

Another obligation imposed on the taxpayer 
who adopts the revaluation scheme is that he 
must present his balance sheet in a prescribed 
form very similar to the grouping required by 
the Companies Act, 1948. 


REGULATIONS GOVERNING 
THE CREATION OF STOCK RESERVES 


The regulations regarding stock may be summar- 
ized under four groups as follows: 

A. Measures adopted in 1941 and repealed in 
1945: 

(It is not proposed to comment on these, as any 
interest in them is now purely academic.) 

B. Measures of a temporary character revised 
annually and affecting balance sheets drawn up 
in 1947, 1948, 1949 and 1950; 

C. Legislation of a permanent character passed 
at the beginning of 1952; 

D. Measures of a permanent character adopted 
from 1948 onwards, but only affecting stocks of raw 
materials acquired on the international markets. 


B. Measures of a Temporary Character 


The following sections give particulars of the 
temporary enactments affecting stocks: 

Year 1947 — ‘Impôt différé à raison des bénéfices 
investis dans les stocks’ (Law of May 13th, 1948). 

This title may be broadly translated as “Taxa- 
tion deferred in respect of profits invested in 
stocks’. The provisions of the law did not require 
the creation of a stock reserve but, in certain 
circumstances, taxation on half the profits could 
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be deferred for five years and the amount so 
deferred would only become payable to the extent 
that the value of the stock in hand in 1953 fell 
below the value of the stock in hand in 1946, 
taking also into account comparison of price 
index figures. 

Year 1948 —‘Dotation pour approvisionnements 
techniques de Vexercice 1948 (Decree December 
gth, 1948, and March 17th, 1949). 

Year 1949 ~‘Dotation pour approvisionnements 
techniques de l'exercice 1949’. The translation of 
the above heading is broadly given as ‘Allocation 
for technical supplies’ which, it must be con- 
fessed, does not convey much meaning except 
to the authors of the phrase. It might be inferred 
that these laws only affected industrial concerns 
but, as a matter of fact, the provisions covered the 
creation of stock reserves in all classes of busi- 
nesses, which, according to the circumstances, 
took into account the following factors: 

(x) Difference between the value of opening and 

closing stocks. 
- (2) The rate at which stock was turned over. 

(3) A ceiling to the reserve was determined by 
applying certain percentages, dependent on 
stock valuation, to the closing stocks, taking 
also into account price indices. The variations 
in this ceiling are too numerous to treat in a 
short article. 

In each of the above years, tax was suspended 
for five years on three-eighths of the reserves 
thus created, but in relatively few cases, owing to 
high stock levels; will the deferred taxation have 
to be paid. | 

Year 1950—‘Décote ou dotation afférente aux 
bénéfices investis dans les stocks au cours de lexer- 
cice 1950° (Law of January 8th, 1951, and decree 
of March 8th, 1951). ‘Stock reduction or alloca- 
tion to stock reserves in respect of profits in- 
vested in stocks in the course of the year 1950.’ 

The stock reduction or allocation to stock 
reserves had to be calculated in conformity with 
the following rules: 


(x) A ceiling figure was fixed by taking the lowest 
of the following three amounts: 
(a) Difference between opening and closing 
stocks; 
(6) Opening stock adjusted by application of 
fixed indices; 


(c) Closing stock adjusted by application of 


fixed indices. 

(2) The stock reserves thus constituted are limited 
to types of stock specifically enumerated in the 
regulations. 

(3) The rapidity of turnover of stock ceased to be a 
factor to be taken into consideration. 
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The stock depreciation or reserves thus 
authorized were admissible as a deduction from 
the taxable profits, but the liberation of these 
reserves in a subsequent period may involve 
taxation when such reserves are released. 


Lé 


C. Measures of a Permanent Character 


Up to the present this summary has dealt with 
measures taken by the French Government 
having a provisional or temporary application; the 
next section deals with permanent rules concern- 
ing stock reserves. 


Legislation of a permanent character. ‘Mesures de 
caractère général. et permanent concernant le stock 
indispensable.’ (Law of April 14th, 1952, and 
Decree of May 7th, 1952); ‘Measures of a general and 
permanent character concerning essential stock.’ 
(Base stock required for the business.) 


Under these regulations business concerns 
were authorized, in respect of trading periods 
terminating in 1951 and following years, to 
calculate the adjustments to the stock measured 
in relation to cost price. This stock adjustment 
can be provided for either by reducing stock 
values or by the creation of a stock reserve. 


Method of Applying Permanent Rules 


The modus operandi permitted under these 
permanent rules may be summarized as under: 


(r) Stocks are first of all valued at cost price. 
(2) The amount described as base stock (stock 
indispensable) is arbitrarily determined, either 
in quantities or in value subject to certain 
exceptions, by taking the mean of the closing 
stock figures disclosed by the 1949 and 1950 
balance sheets. 
In certain cases a subsequent revision of the 
base stock is permitted. 

(3) The ceiling figure of stock depreciation at the 
close of any financial period is computed in 
two stages — 

(a) By taking into account the stock reduction 
or stock reserve, arising in the financial 
period ended in 1950, according to the tem- 
porary legislation for that year as explained 
in the preceding section; 

(6) By taking into account the variation in the 
value of the base stock which is obtained as 
under: 

When the base stock is based on quanti- 
ties, the variation is computed by multiply- 
ing quantities by differences in prices as 
applied to closing stocks and to base stocks. 

When the base stock is determined in 
terms of value and not quantity, the varia- 
tion is calculated by reference to the official 
indices published specifically for this pur- 
pose. 
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Thus, in a period of rising prices the stock 
adjustments or reserves will accumulate and the 
resulting increase escapes taxation for the time 
being. 

On the contrary, in a period of falling prices 
stock depreciation or reserves are released and 
the difference is brought into taxable profits. 


Example 
We now give a brief example illustrating the 
above-mentioned points: 

Included in the stocks of a toy manufacturer 
are stocks of wood and of finished products 
(wooden toys). There might, of course, be other 
categories of goods in stock but the illustration 
brings out the two methods of computation: 

(a) Base stock related to quantities. 

(b) Base stock related to values. 

The computation of the stock reserve allowable 
on December 31st, 1953, would be as follows: 
Stock, December 30th, 1949 — 


Wood sig roo units 





Finished wooden toys . . 4,000,000 frs. 


Stock, December 3oth, 1950 — 
Wood geg Së Di Gë So units 


Finished wooden toys . « 5,000,000 frs. 


Cost price of wood on December 3oth, 


1950, say kb bs (per unit) 10,000 frs. 
Cost price of wood on December 31st, 
1953, say DN Ss (per unit) 12,000 frs. 
Official index figure for wooden toys on 
December 31st, 1953 .. CR ME 
Base stocks will be as under: 
100 + Bo 
(a) Wood ae oo units 


4,000,000 -F 5,000,000 


(b) T 
(b) Toys 7 


4,500,000 frs. 
and the computation of the maximum value of base 
stock on December 31st, 1953, as follows: 


Wood — Value of base stock at price on 








December 31st, 1953: frs. 
12,000 frs. X ou i Kë 1,080,000 
Less Value of base stock at price on 
December 31st, 1950: 
10,000 frs. X go.. 900,000 
Increase ç ša Gg 180,000 
Toys — Base stock at ‘index’ price: 
4,500,000 frs. X 1°15 .. e 5,175,000 
Less Base stock 4,500,000 
— 675,000 
Maximum value of base stock 855,000 


| >5 225 —— ə r 


THE ACCOUNTANT 


285 


To arrive at the maximum stock reserve 
authorized, the maximum value of base stock as 
shown above 855,000 frs., must be added to the 
stock reserve (if any) created in 1950 by applica- 
tion of the temporary legislation relating to that 
period. The maximum stock reserve thus deter- 
mined for 1953 is compared with the similar 
item as computed in 1952. If the 1953 maximum 
is greater than the corresponding figure for 1952, 
the increase is chargeable against taxable profits. 
On the other hand, a reduction in the maximum 
allowable would release a balance which would 
be transferred to taxable profits. 

The quantities and prices utilized for the above 
illustration are purely imaginary; the index used, 
I'IS, is however the official figure authorized at 
December 31st, 1953, for wooden toys. 


- D. Measures of a Permanent Character 
Affecting Raw Materials 


‘Provision pour fluctuation des cours’ (Provision for 
fluctuation in market prices of raw materials) 
(Decree of December gth, 1948, and May 28th, 
1949). 

It is beyond the scope of this short examina- 
tion to give the details of the somewhat involved 
calculation employed to set aside profits as a 
provision against the increased cost of purchasing 
raw materials, at world prices, and imported from 
overseas. 

The application of these decrees is limited to 
certain raw materials and steps are taken to 
prevent the duplication of provisions made under 
this head with those mentioned in the previous 
sections. 


CONCLUSION 


It was obvious during the period since the 
cessation of hostilities that profits as determined 
by the ordinary rules were artificially inflated 
by rising prices, and that these profits necessarily 
had to be retained in business and not distributed. 
The French were prudent enough by the methods 
outlined in this article to discourage distribution 
of paper profits and at the same time they avoided 
the mistake of taxing profits required for financ- 
ing the enhanced cost of stock replacement. 
These measures act as a brake on inflation 
and suspend taxation on amounts placed to 
reserve in accordance with regulations until 
such time as there is a fall in replacement 
costs as officially recognized. Costs may go 
down, but, for purposes of the calculations, it 
is necessary to apply the official formula and 
indices. 
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CLAIMS FOR RECOVERY OF FOREIGN TAXES 
. WHETHER PROVABLE IN WINDING-UP PROCEEDINGS 
by T. J. SOPHIAN 


going back nearly two centuries, to support 

the principle that the Courts of this 
country will not have regard to the revenue 
laws of a foreign country, and accordingly will 
decline to enforce foreign judgments for the 
recovery of foreign taxes. 


sk is a formidable array of authority, 


The General Principle as to Recovery 
of Foreign Taxes 

This principle is reciprocally applied by the 
Courts of foreign countries. As long ago as the 
year 1779, Lord Mansfield, C.J., stated that 
-‘no country ever takes notice of the Revenue 
laws of another’ (Planché o ` Fletcher (1779) 
1 Doug. 251); and in 1923 Mr Justice Rowlatt 
in King of the Hellenes v. Brostron ([1923] 16 
Lloyds List Rep. 190, 193) considered it perfectly 
elementary that a foreign Government could not 
seek the assistance of the Courts in order to 
collect taxes due to that Government. In 1928 
Mr Justice Tomlin in In re Visser ([1928] 1 Ch. 
877) reaffirmed the rule. 

Even Parliament has impliedly recognized its 
existence; for in enacting the Foreign Judgments 
(Reciprocal Enforcements) Act, 1933, judgments 
for sums ‘payable in respect of taxes or other 
charges of a like nature’ have been expressly 
excluded. 


Application of General Principle in 
Winding op 

The attempt that was recently made in the House 
of Lords to obtain an order from the English 
Courts directing the liquidator in the voluntary 
winding-up. of an English company to admit a 
claim of the Indian Government under the 
Indian Income Tax Acts in respect of capital 
profits of the company was accordingly described 
by the House as an attempt to attack a strong 
fortress with frail weapons. The case is cited 
in the House of Lords as Government of India v. 
Taylor? but it is reported in the lower Courts as 
In re Delhi Electric Supply and Traction Limited 
(32 ATC 413). 

' In this case the company which was registered 
in the United Kingdom under the Companies Act, 
1862-1900, carried on electric and tramway 


1 See The Accountant dated January 29th, 1955, page 121. 
# 


undertakings in and around Delhi. It was assessed 
to Indian income tax and profits tax. Upon the 
acquisition of its undertaking by the Government 
of India, the company went into voluntary 
liquidation. The purchase price had been paid in 
full by the Government of India, without any 
deduction of tax, and that Government now 
sought to prove for the tax in the winding-up. 

Under Section 302 of the Companies Act, . 
1948 (which enacts Section 247 of the Act of 
1929), subject to preferential payments, the 
property of a company on a winding-up is to be 
applied in satisfaction of its abilities part passu, 
and subject thereto, it is to be distributed among 
the members according to their rights and interests 
in the company. 

Under Section 316 of the Companies Act, 1948, 
there must be admitted to proof all debts payable 
on a contingency, and all claims against the 
company, present or future, certain or contingent, 
ascertained or sounding in damages. 

Reference again may be made to Section 257, 
which provides that the Court is to settle the list of 
contributories and cause the assets of the company 
to be collected and applied in discharge of its 
liabilities. 

‘Liabilities’ 
‘What is the meaning of ‘liabilities’ for this 
purpose? 

Can it be said that though an action by a 
foreign Government for the recovery of foreign 
taxes would not be competent in an English 
Court, yet, such a debt due to a foreign Govern- 
ment nevertheless constitutes a ‘liability’ which 
may be proved in a winding-up? 

Upon a winding-up, there is imposed upon 
the Court not only a duty but a trust to ensure 
that the assests of the company should be applied 
in discharge of the company’s liabilities, existing 
at the time of the making of the winding-up 
order. Some light is thrown on this matter by 
the rules with regard to statute-barred debts. 


Statute-barred Debts in Winding-up 


Although time, it seems, will cease to run for the 
purposes of the Statute of Limitations, as from 
the date of the winding-up order, yet debts 
already statute-barred cannot be admitted, exgept 
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in the case of a voluntary winding-up, and then 
only if the contributories consent. 

Thus in Re General Rolling Stock Co ((1872) 
L.R. 7 Ch. 646), a winding-up order was made in 
February 1865. The certificate of debts and 
claims was made later in December 1870, and in 
January 1871 a dividend was declared. In March 
1871, a holder of a number of bills of exchange 
which had been accepted by the company and 
which had become payable in February 1865, 
more than six years previously, gave his first 
notice of claim, and applied for leave to_ prove. 
It was held that he was entitled to prove, as time 
ceased to run under the Statute of Limitations 
against him as from the date of the winding-up 
order. 

On the other hand: that a debt which is 
already statute-barred cannot be admitted to 
proof as of right, even in a voluntary winding-up, 
and that the rule with regard to such debts 
applicable in the case of a compulsory winding-up 
equally applies in a voluntary winding-up, was 
the view taken in Re Art Production Ltd ([1952] 
Ch. 89); and if a statute-barred debt cannot be 
so admitted, there can be no reason why the 
same principle should not equally be applied to a 
claim for foreign taxes. 


Foreign Municipal Taxes 


The rule must equally apply to the taxes of a 
foreign municipality as it does to the taxes of a 
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foreign State, since an action for the recovery of 
taxes levied by a foreign municipality, such as 
rates for example, cannot be maintained in the 
English Courts. (Municipal Council of Sydney v. 
Bull ([1909] 1 K.B. 7).) 

‘Liabilities’ for the purpose of Berdo 302 of 
the Companies Act, 1948, must be therefore 
limited to obligations which would be enforceable 
in the strict sense, and such obligations must be 
in existence at the date of the winding-up order, 
although, it must not be overlooked, they will 
include, under Section 316, debts payable on a 
contingency, and all claims against the company 
whether present or future, certain or contingent 
ascertained or sounding in damages. 


Conclusion 

Before concluding, it is of interest to note that a 
valiant attempt was made in Government of India 
v. Taylor to upset, or at least to relax the strictness 
of, the rule that an English Court will not enter- 
tain an action for the recovery of foreign taxes, 
It was argued that the rule was strictly to bé 
limited to the penal laws of a foreign country, and 
should not be extended to its revenue laws: 
Furthermore a mitigation of the severity of the 
rule was sought, in its application to States 
which were united to this country by the bonds of 
federal union or the ties of the British Common- 
wealth of Nations. These arguments, however, 
did not prevail. 


COMMENTARY—LIX 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


The New York Certified Public Accountant, 
New York, January 


The Next Fifty Years 


R Maurice H. Stans, c.p.a., President of 

M the American Institute of Accountants, 
forecasts that accounting will soon have a 
comprehensive code of principles with intensive 
research to keep it current. Cost accounting also 
needs its own subordinate body of formally ex- 
pressed concepts and principles, and Mr Stans 
sees distribution costs being given the same search- 
ing consideration as manufacturing costs. Financial 
planning and budgeting are certain, he says, to be- 
come standard practice for every business of any 
size, and internal auditing will greatly expand as a 
measure of control and a method of enforcing 


policy. Controllership will grow in importance 
and management more and more will manage 
through accounting. 

Time and motion studies of paper work and 
the introduction of labour-saving devices will 
become as important in the office as in the plant, 
says Mr Stans, and electronic accounting will 
rapidly develop. He sees the science of accounting 
engineering as certain to expand, involving office 
systematizing, financial interpreting, budgeting, 
cost control and assistance in management 
decisions. It might, he suggests, be called profes- 
sional controllership, serving the hundreds of 
thousands of businesses which cannot afford full- 
time controllers and other specialists. 

He thinks the accounting profession will 
develop its own specialists and reclaim much of 
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the work in management engineering which it has 
allowed to go by default to others. For this the 
profession will need higher standards of training 
and Mr Stans foresees specialized curricula in the 
colleges for public accounting as against industrial 
accounting. 


The Journal of Accountancy, 
New York, January 


Dispute Between Accountants and Lawyers 


The official statements of the American Bar 
Association and the American Institute of 
Accountants as to the right of certified public 
accountants to practise before the Treasury 
are published this month. The editorial refers to 
the joint statement of principles made three 
years ago by the two disputing bodies as recog- 
nizing that voluntary co-operation between 
lawyer and accountant would best meet the 
interests of elients. Yet the Court, in the recent 
Agran case, and the Bar Association, both cite 
this statement in support of attempts to draw 
dividing lines which the drafters of the statement 
said could not be drawn. 

Mr Agran, a certified public accountant en- 
rolled to practise before the Treasury, acted, says 
the editorial, exactly as Treasury Circular 230 
intended that he should act, and the Treasury 
acknowledged this by dealing with him. The Bar 
Association contends that he was ‘practising law’ 
and should have had no fee for negotiating a 
satisfactory settlement with the Treasury for his 
client. Rejecting, therefore, the Bar Association’s 
charge that the American Institute of Account- 
ants is seeking to overthrow the ‘Treasury 
Department's long-established policy, the editorial 
affirms that Circular 230 must be clarified to 
maintain, not overthrow, this policy. 


` The Electronic Handling of Clerical Work 


The difficult task of comparing, step by step, the 
electronic recording of information with that done 
by hand is undertaken by Mr A. A. Brown, PH.D., 
a member of the operations research staff of an 
industrial research and engineering firm, and 
Mr L. G. Dec PH.D., head of this firm’s com- 
puting laboratory and a former professor of 
mathematics at Johns Hopkins University. Taking 
payroll operations as a typical illustration they 
show that the electronic machine goes through a 
sequence of steps essentially the same as those 
of the clerical worker. It ‘writes’ in the form of 
magnetized spots on a metallic or metallized tape, 
or on a drum made of magnetic metal. The 
writing is done by a current of electricity passing 
through a coil, as the tape moves past, and leaving 
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a residue of magnetism on the tape. The tape 
can be read by passing it past a reading coil so 
that the magnetization causes a current to flow 
in the coil. This current is magnified by vacuum 
tubes and can actuate other circuits. 

Posting involves writing in a storage medium, 
known as the ‘quick access memory’, the inferma- 
tion written on the tape. The particular designa- 
tion for storage of any information in the ‘quick 
access memory’ is called the ‘address’, so that it is 
customary to talk of a number being read at such 
and such an address. Additions and multiplica- 
tions, subtractions and divisions are done in a set 
of circuits called the ‘arithmetic unit’, the 
elements of which are known as ‘registers’. A 
typical operation takes a number from a specified 
address, adds it to a register, adds to it another 
number from another specified address and puts 
the total in a third address. The electronic 
machine’s distinctive use of judgment, in some 
sense justifying the term ‘electronic brains’, is 
seen in its ability to compare two numbers, 
determine which is the larger, and act in either 
of two ways according to the decision. This 
limited ‘intelligence’ gives the machine great 
flexibility. 

Early in the article the authors state that the 
truth as to electronic machines lies between two 
extremes — the claim that they will revolutionize 
clerical operations overnight and the charge that 
they are not practical for all but the largest 
operations and will thus have small impact on 
business. They therefore seek to set up a common 
framework within which to compare individual 
machines. 


The Canadian Chartered Accountant, 
Toronto, December 
Shortage of University Men 
Entering the Profession 
At the 1954 annual conference of the Canadian 
Institute of Chartered Accountants a group dis- 
cussion on ‘Staff recruitment and training’ con- 
cluded that consideration should be given to 
allowing credit towards their period of articles 
for college students who work during the summer 
in professional accountants’ offices. It was also 
concluded that the provincial Institutes, rather 
than the individual firms, might approach 
students, with a view to their entering the profes- 
sion, since the smaller firms cannot compete in 
offering larger salaries to the better students. The 
necessity for formal staff training was put on 
record and it was suggested that the Institutes 
should consider establishing co-operative staff 
training schools. 
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WEEKLY NOTES 


New Member of the Council of the Institute 


Mr W. G. Densem, F.c.a., a partner in the firm of 
Deloitte, Plender, Griffiths & Co, has been elected 
a member of the 
Council of The 
Institute of Char- 
tered Accountants 
in England and 
Wales. A report of 
the Council meet- 
ing held on March 
2nd, at which his 
election took place, 
appears elsewhere 
in this issue. 

Mr Densem, 
who was articled to 
Mr Gerald F. Todd, 
M.B.E., F.C.A., when 
he was a partner in the firm of Grace, Darbyshire and 
Todd, of Bristol, was admitted an Associate of the 
Institute in 1928 and joined the staff of Deloitte, 
Plender, Griffiths & Co at the end of that year. He 
‘was admitted a partner in the firm in 1946 and elected 
a Fellow of the Institute in 1951. 

He has been a member of the Taxation and 





Research Committee since roso, and has also served 


on the committee of the London and District Society 
of Chartered Accountants since 1949, being chairman 
of the Society in 1953-54. 


- 


Secretary of the Irish Institute Retires ` 


Mr W. E. Crawford, F.C.A. is.shortly to retire from 
the office of Secretary and Treasurer of The Institute 
of Chartered Accountants in Ireland which he has 
held since 1934. 

Mr Crawford’s appointment as Secretary, following 
a period of six years as Assistant Secretary, was not 
on a full-time basis and for some time past he has 
felt, and the Council is in agreement, that with the 
development of the Institute and the increase in the 
amount of work involved, the appointment of a full- 
time Secretary has become necessary. The Council 
greatly regrets that it is unable to obtain Mr 
Crawford’s services on that basis. 

Mr Crawford, who achieved the double distinction 
of taking first prize in both the Institute’s Inter- 
mediate and Final examinations, practised under his 
own name at 41 Dawson Street, Dublin, from March 
1933 to September 1944, when Mr W. G. Armstrong, 
F.C.A., was taken into partnership, and the practice 
was carried on under the style of Crawford and 
Armstrong. In April 1950 he retired from practice to 
devote himself exclusively to the work of the Institute 
and of the Irish: Bankers’ Joint Committee of which 
` he-was appointed Secretary in June 1942. He has been 
Honorary Secretary of the Irish Chartered Account- 


ants’ Benevolent Association since its formation in 
August 1928. ° 

In a letter addressed to members of the Institute, 
the Council has placed on record its warm apprecia- 
tion of Mr Crawford’s services to the Institute over 
the past twenty-seven years. 


Coloured Accountancy Students 

In his speech at the annual dinner of the Birmingham 
and District Society of Chartered Accountants on 
Thursday of last week, fully reported on another page, 
the President of The Institute of Chartered Account- 
ants in England and Wales defines beyond doubt 
the attitude of the Institute towards the question, 
recently in the news, of coloured students as articled 
clerks Any person of any race may become a 
member of the Institute provided, in the President’s 
words, ‘he is of good character, serves under articles 
in England or Wales and passes our examinations’. 
But, as Mr House in fairness points out, circum- 
stances may make it difficult for the foreign student 
to obtain articles in this country. There is always a 
steady demand by British students and most of the 
places are filled regularly on the basis. of personal 
introductions. Principals, who are limited as to the 
number of clerks they may take on, like to engage, or 
to place with colleagues, their own sons or those of 
friends and clients by whom they may have been 
approached. Continuity of succession is of extreme 
importance because it is on those young trainees that 
the future depends. The overseas student who serves 
his articles and then returns permanently to his own 
country cannot have the same value either to his 
erstwhile principal or to the profession. 

There is, too, another question which each 
principal must conscientiously consider and that is 
the possible reaction of his own staff and of his clients 
and their staffs to having to work with an articled 
clerk with ‘a coloured skin or foreign accent’, Mr 
House suggests that the importance of any apprehen- 
sion the accountant may have on this score can easily 
be exaggerated and appeals to members in practice, 
where they can, to make vacancies available to 
overseas students as a means of developing the 
profession abroad on the same high standards as this 
country. Judging by the sample successes the President 
mentions, members should not be hesitant in 
responding to his plea. 


Ironfounding Expansion 

Like other sections of the iron and steel industry, 
iron castings output is expanding. In 1954, produc- 
tion was 3°7 million tons, or 2-9 per cent above the 
level of 1953. Such a level puts the industry back 
within measuring distance of the high levels of 1952 
and 1953. 

The high level of activity in the last quarter of 1954 


1See also The Accountant, February 19th, 1955, at page 216. 
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has been carried forward into the first quarter of 1955. 
It is of interest to note that the high level of activity 
of the motor vehicle industry which has played such 
an important part in establishing the steel industry at 
its present leyel of prosperity, has been responsible 
to a great extent for the return to prosperity in the 
castings industry last year. In this case, however, 
agricultural machinery has played an important part 
as well. One consequence of the recovery being tied 
to the motor vehicle industry is that the ironfounding 
industry in the Midlands has been particularly 
prosperous. 


Holding and Realization Agency Results 


The report of the Iron and Steel Holding and 
Realization Agency for the period July 13th, 1953 to 
September 30th, 1954, was published last week. The 
Agency began this period with direct holdings in 
71 companies which in turn had 231 subsidiaries. 
During the first financial year 13 companies along 
with 126 subsidiaries were sold by the Agency. In 
terms of steel production, these 13 companies and 
their subsidiaries represented about one-third of the 
original publicly-owned sector of the industry. 

In 7 of these, the Agency sold the whole capital of 
the companies concerned. In the other 6, only the 
equity capital was sold, the prior charge capital being 
retained for subsequent disposal. ‘The gross proceeds 
from the sale of the 13 companies was £78 million, of 
which {68-6 million came from the sale of securities 
and {9-4 million from the redemption of securities 
and cancellation of debt before the sales. The Agency 
retained {14-9 million for investment and other pur- 
poses and the net amount paid to the Treasury on 
capital account was /63'r million. There was an 
excess of {1-6 million over book value on realization 
so far as the 7 companies completely sold were 
concerned. 

A similar comparison cannot be made in the case 
of the other 6 for two reasons. First, the compensa- 
tion values of the securities of iron and steel com- 
panies were taken at their initial book value by the 
Iron and Steel Corporation of Great Britain. These 
book values were later adjusted to take account of 
such factors as further investment in companies, 
changes in inter-company holdings and redemptions 
of loan capital. Second, since the Agency holds the 
prior charge capital in these cases, no comparison is 
possible between take-over and realization value until 
this capital has been sold. 

As a result of recent sales, the companies which 
have ceased to be subsidiaries of the Agency now 
account for almost three-fifths of the original publicly- 
owned part of the industry. The Agency points out 
in the report that its accounts are quite distinct both 
in content and period covered from the account of the 
transactions of the Iron and Steel Realization Account 
which is prepared by the Treasury under Section 22 
(8) of the Iron and Steel Act of 1953. The first account 
under this heading prepared by the Treasury for the 
period up to March 31st, 1954, has been sent to the 
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Comptroller and Auditor-General under the terms 
of the Act and will in due course be laid before 
Parliament. 


G.A.T.T. and Imperial Preference 

The final revision stage of the General Agreement on 
Tariffs and Trade has begun this week at Geneva. 
Signing the agreed changes may not take place for 
some little time but it is already clear that the United 
Kingdom is not likely to get as much out of it as had 
been hoped at one time. Nevertheless, it is expected 
that the new rules on quantitative restrictions will be 
clearer and easier to apply. 

A special waiver for the United Kingdom, how- 
ever, has been granted to enable it to encourage 
industry and agriculture in the Colonies.- This. 
country will be allowed to extend preferential prices 
to certain commodities, notably West Indian exports 
of fruit and tobacco, exported to the United Kingdom. 
The vote in favour of this discrimination was heavy. 
and included the United States, ` 


Record Industrial Production 


The index of production for January has gone to 
a new record at between 132-133 compared with 
127 In January of last year: In so far as this hints at 
the basic soundness of the economy it is a matter of 
congratulation, but since the higher Bank rate is 
expected to result in a switch of resources from 
consumer goods to capital equipment, a slight set- 
back in industrial production should occur this ` 
spring. If it does not, the Chancellor’s mildly de- 
flationary policy will not have worked. The key 
statistics which have to be watched in the first half 
of this year are not those concerning the internal 
economic situation so much as the terms of trade, 
the visible trade balance and the gold reserves. 


Export Credit Facilities 


The Export Credits Guarantee Department has 
issued a new pamphlet with a foreword by the 
President of the Board of Trade on the services 
which the department can offer to export industry. 
The pamphlet deals with short-term policies, medium- 
term policies (these are usually required in the case 
of shipments of capital equipment where short- 
term policies are inappropriate) and policies for the 
dollar market: these last cover a separate range’ of 
policies to meet the problems of selling in North 
America and the dollar account countries of South 
America. There is also a section dealing with such 
types of cover as insurance against the insolvency of 
the purchaser and against exchange difficulties, ‘This 
type of cover is still in the development stage but it 
could apply to professional fees as well as other 
kinds of invisible exports. 

The pamphlet then goes on to deal with the way 
in which the policy is operated and the question of 
the settlement of claims. It also has a section on the 
importance of credit management through insurance. 
A full list of the E.C.G.D. offices throughout the 
country is given at the end. ü 
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FINANCE AND COMMERCE 


Stock-markets are now far less active than they have 
been at any time since last summer. Mistrust of the 
recovery from the low levels of the Bank rate change 
period coupled with a natural inclination among 
investors to await the Budget has reduced the 
volume of business. The undertone of the market, 
however, remains reasonably firm. 


Joseph Tetley 

Tea being much in the news, we reprint this week 
the accounts of Joseph Tetley & Co Ltd, who are 
concerned in everything to do with tea apart from 
growing it ~ import, blending, export, wholesale, etc. 
As some people might expect, profits are up fairly 
substantially but Mr T. I. Tetley-Jones, the chair- 
man, in his statement with the accounts said that 
while the cost of the company’s main commodity, 
tea, has been increasing throughout the period, 
and has resulted in several price increases, these 
increases in this country have lagged far behind 
rising costs, and as a result, profits at home have 
been less than in 1953. On the other hand, in America, 
the high price of the staple drink there, coffee, has 
enabled the company to secure a greater turnover 
and a larger trading profit. 

Mr Jones saw the prospect of further increases in 
retail prices of tea, as distributors’ old-priced stocks 
are consumed, ‘unless the housewife herself is pre- 
pared to ration her own purchases’. 

At the annual meeting, Mr Jones waxed indignant 
at the ‘ridiculous’ statement by the Prime Minister 
of Ceylon that a fair price for Ceylon tea should be 
3s a lb. if bought in Colombo, and the tea trade were 
black marketeers. The Prime Minister has since 
admitted that he failed to take account of the Ceylon 
export duty, which incidentally makes up about 
25 per cent of the retail prices, and that, in any case, 
the duty was paid by the producer. 

And now, after all this, tea prices at the London 
auctions have fallen back - due, it is maintained, to 
end-season influences. Leading merchants have 
reduced their prices and for the time being at least 
the housewife has won the day. 


Nearest Thousand 

How our fathers would have fumed at the sight of 
the 1954 accounts of the denationalized Stewarts & 
Lloyds Ltd. This surely would have been going too 
far! Bad enough when shillings and pence were 
omitted from company accounts. Now the figures 
are approximated to thousands. What were the 
auditors doing to give the accounts a clear certificate? 
All of which only shows, of course, how very much 
times have changed in company accounting in the 
past quarter-century. 

The equity of Stewarts & Lloyds — ro million 
£1 shares ~ was offered back to the public investor 
last June by the Iron and Steel Holding and Realiza- 


tion Agency with the result that about 12,000 share- 
holders’ names went on to the compapy’s register 
as the new owners. The Agency still holds the 
preference shares and the unsecured loan stock. 

The first accounts as a real public company again 
have been improved in shape and scope. The con- 
solidated balance sheet, for instance, gives the figures 
for the company and its United Kingdom sub- 
sidiaries, for the overseas subsidiaries, and for the 
total of the two. Different coloured backgrounds, 
grey, blue and yellow, assist the eye to select the 
column required and also to the corresponding 
column for last year. Being a feature of the consolida- 
tion, the colour scheme also brings the consolidated 
accounts into prominence. 

Referring to the approximation to thousands, 
Mr A. G. Stewart, the chairman, says the board 
considered the change carefully and came to the 
conclusion that while it obscured nothing of import- 
ance, it made the accounts easier to read and appre- 
ciate. We think it does too. Obviously, one must be 
dealing with really big figures to justify such a step. 
In this case the consolidated balance sheet totals 
just on {60 million. 


Share Conversion 

Mr H. Berry, secretary and chief accountant of 
Central African Road Services Ltd, which was 
formerly Thatcher Hobson & Co Ltd, and whose 
accounts we reprinted in our issue of February 12th, 
clarifies a legal point which may possibly have been 
noticed by some readers. This concerns the Northern 
Rhodesian Government’s conversion of its equity 
holding into § per cent redeemable preference shares 
following the successful development of the company 
with State ownership and findnce but with private 
enterprise management. 

Mr Berry points out that at law it is not possible 
to convert direct into redeemable preference capital 
without going to the Courts for a reduction and 
simultaneous increase of capital, and quotes the 
judgment in Re St James’ Court Estates Ltd [1944] 
as the authority for this decision. 

What is actually happening in this instance is that 
the conversion into non-cumulative preference capital 
bas already taken place and in the next twelve to 
eighteen months the company will apply to the 
Northern Rhodesia High Court on a proper capital 
reduction scheme basis to allow these shares to be 
made redeemable. 


Money Market 

Discount market conditions have remained tight and 
most houses have had to borrow from the Bank of 
England in order to balance positions. On March 4th 
the Treasury bill tender resulted in an average 
discount rate of £3 15s Bond per cent with the 
market obtaining so per cent of requirements at a 
maintained bid of £99 1s od.’ 
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THE ACCOUNTANT 


March 12th, 1955 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Farm Accounting a Century Ago’ 


Sir, — I was most interested to read the article on 
‘Farm accounting a century ago’, by Mr F. W. 
Munslow, A.S.A.A., in your issue of February 26th. 
Readers might be interested in the following 
copy of resolutions adopted concerning the Company 
of Sheep Shearers at Falmer in Sussex, in 1828. 


AT a meeting held at the SWAN INN at FALMER 
on Wednesday the 21st day of May, 1828, in order to 
adopt some regulations for the Government and 
Direction of the Company of Sheep Shearers, the 
following Resolutions were unanimously agreed to, 
vi, 

ist ‘That the Men must be at the place they are going 
to work at 7 o’clock in the morning: they shall 
then immediately go to breakfast and be in the 
Barn ready to go to work at 8 o’clock-——-To be 
allowed Cold Meat or Meat Pies for their 
Breakfast and One Quart of Ale each man. 
That they shall light up twice in the forenoon and 
be allowed each time 1 Pint of Ale a Man. 

That they- have at Dinner boiled Meat, Meat 
Puddings, or Pies, what small beer they like and 
z Pint of Strong Beer each Man after Dinner. 
That they be allowed to light up twice in the 
afternoon that they have a Pint of mixed Beer 
half Ale and half Strong the first time, and at the 
other, a Pint of Ale each Man. 

That they be allowed Cold Meat, and Bread, and 
Cheese for Supper, one Quart of Ale each Man, 
with one pint of Strong Beer a Man, after 
Supper: That they are to be allowed One Hour 
and a half for Supper and to drink their Beer 
and that no Smoking or Singing be allowed. 
That they have rod. per Score for Ewes, Lambs 
and Tegs when the whole are shorn, and 1/6d. 
per Score for Ewes and Tegs, and 14d. per Score 
for Lambs when only a part are shorn, to have 
20d. per Score for Shearing a-Wether Flock, and 
in case any employer wishes to limit the number 
of his Sheep to be shorn in one day to a less 
number then Forty per man, the Company to be 
paid for that limited number the same as if 
Forty were shorn: to have r/- per hundred for 
Winding, 3d. a hundred for Black Lamb and 
2/6d. per day extra for the Captain and Ir/- the 
Tar Boy. 

That in case of wet weather, the Men to have a 
Breakfast as usual, with a Quart of Ale, and wait 
till their Employer pleases to see if there is any 
probability of shearing any sheep on that day. 
That the Captain have full power to discharge any 
Shearers not acting up to these Regulations. 
That the Captain do have a copy of these Resolu- 
tions which he shall give to the Master where he 
goes to work in the morning, and any Master 
deviating from any of these Resolutions shall 
forfeit—5 guineas to be paid to Mr. Elliman the 
Chairman of this Meeting, who shall call a 


2nd 


ard 


4th 


sth 


6th 


wth 


8th 
oth 


Meeting of not less than five Masters who shall 


# 


examine the Captain, and distribute the money . 
amongst any of the Shearers who from attention 
to their work, or from any other circumstances 
they may think most deserving. 

Yours faithfully, 


Maidstone, Kent. R. W. SMITH. 


Management Accounting 


Sir, ~ To a chartered accountant who takes some 
pride in being a member of his profession, it 1s 
somewhat disappointing to find the profession’s 
acknowledged journal expressing views in a leading 
article which give the impression that The Accountant 
is not altogether in touch with current developments. 

In the leader headed ‘Specialism’, which criticizes 
Mr Clive de Paula’s lecture on “The human aspect in 
management accounting’, the statement is made that 

‘the accountant in practice ... holds himself to be 

capable of advising his clients on matters of manage- 

ment accounting’. - 
It is submitted that either The Accountant must be 
out of touch with the profession, which seems hardly 
likely, or that it does not fully appreciate the implica- 
tions of management accounting. 

Surely it must be admitted that the purpose of 
management accounting is to assist a business to 
attain the optimum prosperity and arrange its 
finances to allow for a steady rate of expansion over 
the years. The achievement of these objectives 
requires the acceptance of the idea of planning by the 
whole management team under the strong leadership 
of the chief executive of the business. Moreover, tt is 
no good making plans unless there are the organiza- 
tion and procedures to ensure that every effort is 
made to achieve the plans. l 

It is worth examining the practical steps needed if 
this conception of business management is to be put 
into practice. Firstly, it is necessary to assess the 
volume and value of sales for the ensuing period. 
This entails research into the type of product and its 
market potentialities and the form of sales organiza- 
tion most likely to produce the desired results. 
Routines must then be established to ensure that 
actual results are kept in step as far as possible with 
the targets set. Moreover, the sales targets cannot be 
fixed without taking account of production facilities. 

Once agreement has been reached on the production 
programme, considerable skill and experience is 
required to institute programming and production 
control procedures to ensure that the factory pro- 
gramme is achieved without locking up more than 
the minimum capital in stocks and work in progress. 

Production costs, if they are to be of any use in 
controlling expenditure, must be based on the 
material specification laid down by planners as 
necessary to make the product, standard times, or 
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piece-rates fixed preferably as the result of work-study 
and a careful budget of overheads analysed by 
departmental responsibilities and prepared in the 
first place by the executives whose performances are 
to be judged by the results they achieve compared 
with budget. 

The accountant will now be able to prepare an 
operating budget for submission to management 
which, together with a capital expenditure budget, 
will enable him to prepare a cash forecast to control 
the finances of the firm. He should also have little 
difficulty in setting up the accounting organization to 
produce the actual results for comparison with 
standards and budgets and the control returns re- 
quired to report the results to management. 

In my own organization there is a body of chartered 
accountants, who are trained in work-study, produc- 
tion control, marketing and management accounting 
before they are entrusted with the responsibility of 
an assignment with a client, but none of us would 
attempt to install a system of management accounting 
without the assistance of our engineering and 
marketing colleagues. How then can the ordinary 
practising accountant, with his limited knowledge of 
production and commercial problems, hope to set up 
and train his client’s staff to use these procedures? 
In the writer’s experience every practising accountant 
who has come to understand the full implications of 
this work has acknowledged that he has not the 
experience required to advise on the subject. 

The accountant who wishes to do a conscientious 
job in management consultancy must have a wide 
knowledge of industrial problems and procedures in a 
large number of industries and he is no more a 
specialist than the practising chartered accountant. 
It is submitted that accountants who attempt to 
introduce management accounting without the 
necessary experience and technical knowledge are 
likely to do more harm than good to the name of the 
profession. 

What then can be done by the profession to 
further the objects of management accounting? For 
here is a field where more accountants are needed to 
assist in the improvement of our industrial and 
commercial efficiency, both at home and in the 
Commonwealth. It is felt in some quarters that 
management consultants are poaching on the 
preserves of the profession and that their standards 
of conduct are not high enough. If this is so, the 
profession have only themselves to blame. Should not 
more professional firms set up their own consulting 
practices? But if they are going to provide a competent 
service to industry they will have to take engineers 
into partnership and insist on a far more rigorous 
course of training than is.at present provided by 
professional firms. This, in fact, is the way in which 
one of the largest firms of consultants in Canada 
started. 

The whole subject seems of such vital importance 
to the profession and industry that it is suggested that 
the ‘Taxation and Research Committee should 
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investigate the matter. Such an investigation should 
find out the extent to which management accounting 
is being established with professional help, and 
another object should be to draw to the attention of 
the younger generation of newly-qualified account- 
ants and articled clerks the opportunities that exist 
in this most interesting work. 
Yours faithfully, 


London, SWI. J. N. STEPHENS. 


Expense of Paying Small Dividends 


SIR, — Your correspondent, Mr J. E. Allen, of 
Cambridge (February 26th issue), suggests that a 
‘small investor’ would be better advised to put his 
money in a building society rather than in a joint- 
stock company. 

Mr Allen’s intentions are laudable in that the 
joint-stock company would doubtless be spared some 
expense. 

Without going too deeply into the matter, however, 
wouldn’t this action lead to rather large building 
societies and somewhat small joint-stock companies? 

I feel Mr Allen might be advised to let well alone 
and thereby ensure that he continues to collect a 
dividend - be it only 5 per cent! 

Yours e 


Skipton, Yorks. F. GIBB. 


Can Management be Audited? 


Sir, — We feel we should not let Mr W. J. Dixon’s 
letter, in your issue of March sth, pass without 
comment. 

The income of a company is not the income of the 
individual shareholders, and any relationship is 
dependent upon the directors’ recommendations to 
pay dividends. 

The directors are not the company’s only managers, 
nor is their role confined to making policy decisions; 
administrative functions must also be carried out if 
the company is to thrive. 

The function of management is to manage, and 
short-term fluctuations in profits (monetary or real) 
may be no guide to managerial efficiency. Without 
efficiency, however, one must depend for progress on 
a fortuitous combination of unrelated circumstances. 

Our proposals for a management audit were made 
for the many reasons stated in our article. The effect 
on, or comparisons with, the income of the individual 
shareholder, would be purely incidental. 

Yours faithfully, 
FREDERICK A. J. COULDERY 


Hove, Sussex. ALLEN J. G. SHEPPARD. 


Actress 


Sir, — I happened to observe in the index of Simons 
Income Tax the following: 


‘Profession. 
Actress — held to be carrying on.’ 
Yours faithfully, 
London S.W.8. A. A. DAY. 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
I in the Annotated Tax Cases. 


Uganda Commissioner of e Tax v. 
Bjordal 


In the Privy Council — January 24th, 1955 


(Before Lord Oaxsry, Lord Tucker and 
Mr L. M. D bE SILVA) 


Income tax — Undistributed income of company — 
Company in which the public is substantially interested — 
Shares in company held by brothers ~ Income Tax 
Ordinance, 1940, Section 21 — Income Tax (Amend- 
ment) Ordinance, 1943, Section 5 — Finance Act, 
1922, Section 2I. _ . 


Section 21 of the Income Tax Ordinance, 1940, of 
the Uganda Protectorate, as amended by Section 5 
of fhe Income Tax (Amendment) Ordinance, 1943, 
made somewhat similar provision as in Section 21 of 
the Finance Act, 1922 (now Chapter III of Part IX 
of the Income ‘Fax Act, 1952), for imposing tax on 
the undistributed incomes of certain companies. The 
section could, however, be applied if the dividend 
was less than 60 per cent of the profit of the period in 
question. By subsection (1) (b) the section was not 
applicable to 

‘any cOmpany in which the public are substantially 

interested’. 

‘By Section 21 (2) a company was deemed to be 
such a company 


‘if shares of the company .. . carrying not less than 
25 per cent of the voting power have been allotted 
unconditionally to, or acquired Ce be, 
and are “beneficially held by”, the public. ..’. 


Bjordal Mines Limited, a company E in 
Uganda, had an authorized capital of 12,500 shares 
of twenty shillings each, divided into 8,125 A shares 
and 4,375 B shares. The A shares were not transfer- 
able without the consent of the directors, but the 
B shares were freely transferable and had equal 
voting and dividend rights with the A shares. At the 
relevant. time 12,007 shares had been issued. ‘The 
respondent held 7,632 A shares and 1,249 B shares; 
his brother held 3,121 B shares; and five other persons 
held one B share each. 

The company’s total income for the accounting 
period in question was 161,340 shillings, and no 
dividend for that period was distributed. The 
appellant served a notice under Section 21 of the 
Ordinance deeming 60 per cent of the 161,340 
shillings, namely 96,804 shillings, to have been 
distributed among the shareholders. and the respond- 
ent was assessed accordingly. He appealed, and the 
High Court of Uganda upheld the assessment, but 
the Court of Appeal for Eastern Africa allowed the 
respondent’s.appeal. : 


e 


Held, that Bjordal Mines Limited was a company 
in which the public were substantially interested 
because (r) “the public’ comprised those shareholders 
who did not have voting control of the company, 
and (2) the control of the company was vested in the 
respondent because he held more than 51 per cent of 
the voting power, and (3) the respondent’s brother, 
who held more than 25 per cent of the voting power 
was a member of the public; and that, therefore, the 
company was not within Section 21 of the Ordinance: 


In re Delhi Electric Supply & Traction Co Ltd 
(Government of India v. Taylor) 


In the House of Lords ~ January 2oth, 1955 


(Before Lord Srmonps, Lord MORTON op HENRYTON, 
Lord Rew, Lord Kerra or AVONHOLM and Lord 
SOMERVELL OF Harrow) 


Income tax — Foreign tax — United Kingdom company 
trading in India — Whether tax provable — Companies 
Act, 1948, Section 302. 


The company conducted an electricity undertaking 
in India until March 2nd, 1947, at which date the 
undertaking was purchased by the Government of 
India. The purchase price was paid, for the most 
part, in the following month, and most of it was 
remitted to the United Kingdom. On May 25th, 1949, 
the company went into voluntary liquidation. On 
March 24th, 1951, the liquidators published in the 
Gazette of India a notice calling on creditors to prove 
in the liquidation. The Government of India claimed 
amounts of income tax and capital gains tax from the 
company and, on April 28th, 1951, the Commissioner 
of Income Tax, Delhi, asked the liquidators to hold 
up the liquidation so as to enable proofs for these 
‘claims to be formulated and made, and to this course 
the liquidators agreed. When the proofs of debt were 
made the liquidators rejected them on the ground 
that the proofs were for foreign tax, which could not 
be enforced in this country. The company was solvent. ` 

The Government of India appealed against the 
rejection of the proofs, and contended (a) that the 
amounts of tax were liabilities within Section 302 of 
the Companies Act, 1948; (b) that the rule that the 
Courts of one country would not enforce the revenue 
laws of another country did not apply to the case; 
(c) that in any event that rule should not be extended 
to claims for tax due in a Commonwealth country. 


Held (affirming the decision of the Court of Appeal), 
that the case was governed by the rule that the Courts 
of England would not enforce revenue debts due to 
other countries, and that, therefore, the appeal ue 
not succeed. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, 
March 2nd, 1955, at the Hall of the Institute, Moorgate 
Place, London, ECz, there were present: 


Mr D. V. House, President, in the chair; Messrs H. 
Garton Ash, 0.8.£., M.C., W. L. Barrows, Sir Harold Barton, 
Mr T. A. Hamilton Baynes, Sir Bernhard Binder, Messrs 
J. -Blakey, C. W. Boyce, c.p.z., W. G. Campbell, P. F. 
Carpenter, D. A. Clarke, J. Clayton, S. W. Cornwell, 
E. C. Corton, A. S. H. Dicker, M.B.E., W. W. Fea, G. R. 
Freeman, Sir Harold Gillett, M.c., Mr P, F. Granger, Sir 
Harold Howitt, G.BE., D.$.0., M.C., Messrs W. H. Lawson, 
C.B.E., R. B. Leech, MSp, TD, R. McNeil, K. A. E. 
Moore, C. U. Peat, M.c., P. M, Rees, m.c., P. V. Roberts, 
L. W. Robson, Sir Thomas Robson, M.B.E., Messrs G. F. 
Saunders, Gilbert D. Shepherd, M.B.E, K. G. Shuttle- 
worth, C. M. Strachan, ong, E. D. Taylor, G. L. C. 
Touche, E. Gordon Turner, M.c., A. D. Walker, Sir N. E. 
Waterhouse, K.B.E., Messrs M. Wheatley Jones, E. F. G. 
Whinney, with the Secretary and Assistant Secretaries. 


Presentation of Prizes 


In presenting the following prizes to the under- 
mentioned candidates, who were able to attend the 
meeting of the Council, the President said: 
Gentlemen, 

For the second time during my year of office It is 
my very pleasant duty to welcome and congratulate 
those of you who obtained meritorious success in the 
recent examinations and have been able to attend 
here today. 

The results of your examinations have shown that 
you have already achieved a certain standard in the 
career which you have chosen but it cannot be pointed 
out too often that the successful result óf the contest 
with the examiners is not sufficient in itself. 

Those of you who have passed the Final can now 
put the thought of examinations away and find more 
time to concentrate on all the many and varied matters 
quite apart from actual professional knowledge, which 
affect professional life. No matter whether you remain 
in the practising side or not you will find that broad 
knowledge, intelligent reading, the maintenance of 
the highest standard of behaviour and contact with the 
Institute and with your professional brethren, will in 
due course bring their own reward. 

It will be a comfort to the Intermediate candidates 
to know that honours can be gained and they will 
have thus acquired confidence in their ability to clear 
the final hurdle, at least without being brought down. 

Again I have the pleasure of congratulating a candi- 
date who obtained first place in the Preliminary 
examination. He will find his professional examination 
rather different but he has shown his ability and I 
hope that his success will continue. 

By attending here today you have had an experience 
which comes to only a few members, in that you see 
this Council Chamber when the Council is in session. 
In the circumstances you will probably not notice its 
beauty — I refer, of course, to the Chamber and not 
the Council ~ and a return visit might be well worth 


while. In the meantime, for those who have not 
already done so, I suggest that you take the oppor- 
tunity of making a tour of this building which has 
many fine architectural features, and I have arranged 
for a member of the Institute staff to show anyone 
round who cares to do so. A short description of the 
building has been prepared. This will be available and 
I am sure that you will find it both helpful and 
interesting. 

On behalf of the Council and myself, I offer to 
each one of you warmest congratulations and every 
thing that you wish for yourselves. 


Final 
First Certificate of Merit, the Institute Prize, the W. B. 
Peat medal and Prize and the Plender Prizes for the Taxation 
and English Law (Part IT) papers 
J. R. Baker (D. C. Cann), London. 


Third Certificate of Merit 
T. C. Davis (C. E. B. M. Smith), Plymouth. 


Fourth Certificate of Merit 
R. R. Williams (G. B. Elphick), Chester. 


Fifth Certificate of Merit 
G. Phillips (C. Fenton), London. 


The Plender Prize for the English Law (Part I) paper 
R. A. Bailey (B. M. Frazer), Liverpool. 


The Frederick Whinney Prize and the Plender Prize for the 
Advanced Accounting (Part H) paper 
B. O. Chilver (D. J. Ginnings), London. 


O. C. Railton Prize for the year 1954 
Barrows (London). 
(May 1954 Final-Examination.) 


Intermediate 
First Certificate of Merit, the Institute Prize, the Frederick 
Whinney Prize and the Plender Prizes for the Book-keeping 
and Accounts (Executorship) ‘and the Taxation and Cost 


Accounting Papers 
E. C. Meade (A. W. Sarson), London. 


Second Certificate of Merit and the Stephens Prize 
R. M. Scarles (F. G. Baker), London. 


Third Certificate of Merit, the Tom Walton Prize and the 
Plender Prize for the Book-keeping and Accounts (Partner- 
p) paper 
G. P. Bartlett (G. S. Elliott), Godalming. 


Fifth Certificate of Merit 
D. Kendall (S. R. Herrick), Leicester. 


Tenth Certificate of Merit 
G. J. Dorman (E. H. Brandt), London. 


Eleventh pce: of Merit 
A. M. Gammage (D. H. Collier), London. 


Fourteenth Certificate of Merit and the Plender Prize for the 
General Commercial Knowledge paper 
R. S. de Saram (A. F. Norman), London. 


Sixteenth ee of Merit 
A: P. Palmier (R. W. L. Clench), London. 
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Plender Prize for the Book-keeping and Accounts (Limited 
Companies) paper 
B. J. Jackson (R. W. West), London. 


Preliminary 


First in Order of Merit and the Institute Prize 
S. Morfey, Banstead. 


Election to the Council 


Mr Wilfred Guy Densem, F.c.a., London, was elected 
a member of the Council to fill the vacancy caused by 
the resignation of Sir Russell Kettle, ¢.c.a., London. 


City of London College 


The Council nominated Mr George R. Freeman, 
F.C.A., to serve as a representative of the Institute on 
the Governing Body of the City of London College 
for three years, 1955, 1956 and 1957. 


London Chamber of Commerce 


The Council nominated Mr E. F. G. Whinney, M.A., 
F.C.A., as one of the two honorary auditors to the 
London Chamber of Commerce (Inc) for the three 
years ending December 31st, 1957. 


Self-employed Persons: Taxation Treatment 
of Provisions for Retirement 


The President reminded the Council that, in accord- 
ance with arrangements already approved by the 
Council, he and Sir Thomas Robson would take part 
in a deputation to the Chancellor of the Exchequer 
later in the day, when they would be accompanied by 
representatives of the General Council of the Bar and 
of the Law Society. 

[A leading article on this matter appears on another 
page. — Ed.] 

Readmissions 

One application for readmission to membership was 
acceded to and one application was deferred. 


Exemption from the Preliminary Examination 


One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 


Reduction in Period of Service under Articles 


Two applications under bye-law 61 for a reduction 
in the period of service under articles were acceded to. 


Exemption from Intermediate Examination 


Two applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to. 


Articled Clerks engaging in Other Business 


The Council acceded to two applications under bye- 
law 57 from articled clerks to engage during their 
service under articles in other business for the sole 
purpose and to the limited extent specified in the 
applications. 


Articled Clerks in Industrial Organizations 


One application under bye-law 58 (c) from an articled 
clerk to spend periods not exceeding six months in an 
industrial organization during service under articles 
was acceded to. ` 
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Final Examination 


Three applications under bye-law 86 from articled 
clerks for permission to sit an earlier Final examination 
were acceded to. 


Certificates of Practice etc. 
It was resolved: 


(1) That certificates of practice be issued to the 
following thirty-one associates who have commenced 
to practise: 


Albrow, Edgar Arthur; rgsr, A.C.A.; (Pearce, Clayton & 
Maunder), Old School Buildings, South Street, Dor- 
chester, and at Weymouth. 

Armston, Ge Edgar; 1935, A.C.A; (Whitehouse, 
Hopkinson & Co), Prudential Chambers, 35 Bridge 
Street, Walsall. 

Bullen, William John Frederick; 1925, A.C.A.; 23 Park 
Hill Road, Chingford, London, E4. 

Chapman, Edwyn; 1954, A.C.A.; 12 Highbank Avenue, 
Marton, Blackpool. 

Coward, John Humphrey Arthur; 1954, A.C.A.; (Coward, 
Button & Co), and (Keith Michell & Co), Southampton 
House, 317 High Holborn, London, WC", 

Coyne, Michael Terence; 1954, A.C.A; (M. Coyne) and 
(*Kitchen, Coyne & Co), 53 St Thomas Street, Wey- 
mouth; also at Langport and ‘Taunton (M. Coyne). 

Davis, Reginald Riton; 1954, A.C.A.; (Wilson, Davis & 
Co), 2 Norfolk Street, Strand, London, WCS, 

Denton, Douglas Oscar; 1954, A.C. A.; (D. Percy Jones & 
Co), 83-84 Taff Street, Pontypridd, "and at Cardiff. - 

Evans, Derek Jackson; 1954, A.C.A.; (Lambert & Co), 
34 Clare Road, Halifax. 

Fisher, Norman Wilfred; 1952, A.C.A.; ‘Newlands’, Pilling 

` Lane, Preesall, near F leetwood, Lancs. 

Fletcher, John Henry, m.a.; 1947, A.C.A.; (Fletcher, Stam 
& Co), Corn Exchange Building, Brunswick Street, 
Liverpool, 2. 


Gibbs, Peter Herbert; 1952, A.C.A.; (Henry Malpas & 
Son), s Hill Street, Park Street, Bristol, r. 
Hardy, George Ebblewhite; 1931, A.C.A.; 

Edwards & Co), 35 Winckley Square, Preston. 

Hawthorne, Eric; 1951, A.C.A.; 29 Thurlestone Road, 
West Norwood, London, SE27. 

Hedges, Denis James; 1953, A.C.A.; (Thornton & Thorn- 
ton), Prudential Chambers, Banbury, Oxon. 

Higham, Stanley; 1952, A.C.A.; (Royce, Peeling, Green & 
Co), 18 Lloyd Street, Manchester, 2. 

Holgate, Michael Charles; r950, A.C.A.; (*Peat, Marwick, 
Mitchell & Co) and (*Edwin Guthrie & Co), 71 King 
Street, Manchester, 2, and at Barrow and Liverpool. 

Kelly, Thomas Donald Gumbrielle; 1951, A.C.A.; (*Hare 
& Co), 12 & 14 Jury Street, Warwick. 

Kutner, Arnold: 1954, A. CA. (Kutner & Co), 25 King 
Henry’s Walk, London, Nr. 

Lillywhite, Geoffrey Allan; rosa, A.C.A.; (*Buzzacott, 
Lillywhite & Co), Copthall House, Copthall Avenue, 
London, EC2. 

Lish, Alan; 1949, A.C.A.; 49 Newcastle Road, Sunderland. 

Lister, Victor Charles Michael; 1954, A CA: 111 Wantage 
Road, Wallingford, Berkshire. 

Mackenzie, Kenneth Roy; 1953, A.C.A.; (Wilson, de 
Zouche, Mackenzie & Co), 92 New Cavendish Street, 
London, W1, and at Liverpool. 

Morgan, John Richard; 1951, A.C.A.; (*Sprague, Nichol- 
son, Morgan & Co), 72 Horseferry Road, Westminster, 
London, SW1, and at Richmond; also at High Wycombe 
(*J. B. Nicholson). 

Newman, Philip Samuel; 1952, A.C.A., 2 Brentfield 
Gardens, Hendon Way, London, NW2. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. ¢ 


(*Parker, 
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SOCIETY 
NTANTS 


AND THE SHEFFIELD CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY 


JOINT ANNUAL DINNER | 


The annual dinner of the Sheffield and District 
Society of Chartered Accountants and the Sheffield 
Chartered Accountant Students’ Society was held at 


The Grand Hotel, Sheffield, on Friday, March 4th. - 


“The President of the Society, Mr Percy E. Smith, 
F.C.A., was in the chair, and with Mr D. V. House, 
F.C.A., President of The Institute of Chartered 
Accountants in England and Wales, received the 
company of 240 — one of the largest ever to attend this 
function. 


Principal guests at the dinner were: Alderman J. H. 
Bingham, LL.D., J.-P., Lord Mayor of Sheffield; His 
Grace the Duke of Devonshire, M.c., whose Chatsworth 
home is only a mile or two from the city; the Master 
Cutler, Mr W. G. Ibberson; the Provost of Shefheld 
Cathedral, The Very Rev. J. H. Cruse, MA: and 


Mr J. H. Booth (Registrar of the Sheffield County Court); 
Councillor G. A. Brown, J.P. (Mayer of Rotherham); Mr F. 
Cave (H.M. Principal Inspector of Taxes); Dr A. W. Chap- 
man, F.R.L.C. (Registrar of the University of Sheffield); 
Messrs S. E. Deeley, A.c.1.s. (President, Sheffield and 
District Branch of the Chartered Institute of Secretaries); 
E. T. Denton, B.A., F.C.A. (President, Liverpool Society of 
Chartered Accountants); E. E. Dudley, a.c.a. (President, 
Leicestershire and Northamptonshire Society of Chartered 
Accountants); Derek du Pré (Editor, ‘The Accountant’); 
E. Gooseman (Editor, ‘The Star’). 


Messrs John Heys, C.B.E. (Town Clerk of Sheffield); 
LS F. Hill, F.C.A. ' (President, Nottingham Society of 
Chartered Accountants); P. W. Hort, F.c.a. (President, Bristol 
and West of England Society of Chartered Accountants); 
Phillip Howe, LL.B. (Clerk of the Peace), F. G. Jones (City 
Treasurer of Sheffield), Col. J. I. Keer (President, The 
Sheffield District Incorporated Law Society); Messrs W. 
Kirkham, F.s.a.A. (Vice-President, Incorporated Accountants 
Society of Sheffield), H. Lemmon, F.c.a. CH East 
Anglian Society of Chartered Accountants); A. S. MacIver, 


M.C., B.A. (Secretary, The Institute of Chartered Accountants 


in England and Wales). 


Messrs A. W. Miles; F.c.A. (resident, South Eastern 
Society of Chartered Accountants); A. J. Neill (Chairman, 
The Sheffield Branch of the Institute of Bankers); D. A. 
Palmer (President of the Sheffield Chamber of Commerce); 
T. E. Singleton, F.C.w.A. (President, Sheffield and District 
Branch of The Institute of Cost and Works Accountants); 
H. F. Strachan, F.c.a. (President, Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants); V. F. 
Treleaven (President, Insurance Institute of Sheffield); E. C. 
Turner, T.D., M.COM., F.C.A. (President, Birmingham and 
District Society of Chartered Accountants), G. Waterworth, 
F.C.A. (President, Manchester Society of Chartered Account- 
ants); Lindon Willis, A.a.c.c.a. (President, Sheffield and 
District Society of Certified and Corporate Accountants), 


The Duke of Devonshire, proposing the toast of 
“The City and Trades of Sheffield’, said that to him, 
Sheffield craftsmanship and Sheffield products in steel 
_ seemed the absolute epitome of English industry. 
Responding, the Lord Mayor said that Sheffield, 


# 


. ECH 

d 
like other cities, had fought and struggled in the past 
and to succeed it must keep on striving. In a few days, 
one of the great ‘down town’ chapels would celebrate 
its rsoth anniversary. Its history showed that when 
it was built it was on the outer edge of Sheffield. To 
build the famous silver-plating works in Eyre Street, 
oaks had to be cut down, but we would never see oaks 
in Eyre Street again. 

He continued by outlining the changes in Sheffield 
history and said that the City Council and various 
bodies, including the Cutlers’ Company, were con- 
tinually working together for the common good. 


A Source of Pride 


The toast of “Che Institute of Chartered Accountants 
in England and Wales’ was proposed by the Master 
Cutler. He said- that it must always be with pride that 
they remembered that the Sheffield Society of 
Accountants was formed in 1882. 

One recalled men whose reputation and service 
were widespread, and it was a source of pride that 
their descendants were still with them, maintaining 
that reputation. 

Accountants, said the Master..Cutler, assessed the 
credible and the incredible, fostered well-grounded 
hopes and soothed ill-grounded fears. They marshalled 
facts, put them into proper perspective and made 
proper conclusions. Their advocacy was always based 
on.sound reasoning. . 

Prosperity in Sheffield was likely to continue. 

The factories would be busy for several’ years, and 
those concerns required more and more the services of 
the accountant. Accountants of the future would, he 
felt sure, welcome the aids modern science was 
providing and use the new devices as they SE 
available, 


The Institute and Public Affairs 


In the course of his response to the toast, Mr House 
said: 


‘From time to time one sees and hears criticism of the 
Institute by some members on the grounds that as a profes- 
sional body concerned with taxation and finance, it does 
not take a sufficiently prominent part in public affairs. 

‘I admit that perhaps we are inclined to hide our light 
under a bushel but that policy is surely better than the 
quasi-advertising in which some bodies — not accountancy 
bodies — indulge. Besides, it is not always politic to rush 
into print on some topic, statement or policy, with which 
one does not necessarily agree, before the matter has 
received the most careful consideration from every angle.’ 


He continued: 
“The . criticism to which I have referréd- Ier to some 


Norris, Geoffrey Sydney; 1949, A! 
Green & Co), 18 Lloyd Street, M3 

Pinder, John Michael; 1953, A.C.A? 
High Street, Epsom, Surrey. 

Price, David Trevor; 1937, A.C.A.; (Fre 
Pilgrim House Chambers, 8 South Street, BostS® 

Simpson, Alan; 1930, A.C.A.; (McAllen, Cowan & Simp- 
son), 82-84 Prince of Wales Road, Norwich, and at 
Diss and Stowmarket. 

Somerton, Hubert Graham; 1946, A.C.A.; 40 Lovelace 
Road, West Dulwich, London, SE2r, 

Willies, Alan Stocker; 1938, A.C.A.; (Whitehill Marsh 
Jackson & Co), Kent House, Telegraph Street, Moorgate, 
London, EC2, and at Birmingham. 


(2) That twelve associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye- 
law 31). 

(3) That 359 applicants be admitted as associates 
under clause 5 of the supplemental Charter (bye- 
law 31). 

(4) That 48 applicants be admitted as associates 
under clause o of the supplemental Charter (bye- 
law 36). 

(s) That one associate be elected to fellowship under 
clause 9 of the supplemental Charter (bye-law 37). 

(6) That one associate be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye- 
law 31). 

A list of those who complete their fellowship or 
membership before March 1sth will appear in The 
Accountant of March roth. 
















S owing changes of ` 
r Institute records: 
arburg to George Siegmund 


th to Charles Alexander Whitting- 
ton-Smith. 
Basil John Henry Daniel to Basil Henry John Daniel. 


Registration of Articles 


The Secretary reported that 163 articles of clerkship 
were registered during the month of February 1955 
as compared with 175 in February 1954, making a 
total of 277 since January Ist, 1955, as compared with 
273 for the same period in 1954. 


Resignations 


The Council accepted the resignation of the following 
members: 
Mr Albert Law, F.c.a., Northallerton. 
„ Harry Claude Palmer, F.c.a., Northampton. 


Deaths 


The Council received with regret the Secretary’s 
report of the death of the following members: 
Mr Henry John Cross, a.c.a., Guildford. 

» Charles Herbert Harvey, A.C.A., Swansea. 

» Basil Mayer, F.c.A., London. 

» Frank Potter, A.C.A., Liverpool. 

» John William Rowley, F.C.A., Leicester, 

» Robert Guthrie Russell, a.c.a., Middlesbrough. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 

Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 

bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at hearings 
held on February 2nd, 1955. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that 
John Lawrence Goodwin, F.c.a., was at the Notting- 
ham Assizes held on November 17th, 1954, con- 
victed on three charges, namely: (a) For that he on 
or about November 26th, 1945, in the County 
Borough of Derby, with intent to defraud and to the 
prejudice of his Late Majesty The King and his 
Late Majesty’s Commissioners of Inland Revenue 
caused to be prepared and delivered to one of his 
Late Majesty’s Inspectors of Taxes certain accounts, 
namely a balance sheet, a trading account and a 
profit and loss account for the year ending April 
30th,’ 1945, purporting to be true accounts of the 
business carried on by a limited company during the 
said year which accounts to his knowledge falsely 
stated that the net profit for the said year of the said 
business amounted to {7,661 3s rod whereas in 
truth the said profit largely exceeded that amount; 
(b) On or about June 22nd, 1948, a similar offence 
to (a) in regard to the year ending April 3oth, 
1948, falsely stating net profit £39,146 11s 8d. 
(c) On or about July rath, 1949, a similar offence to 
(a) in regard to the year ending April 30th, 19409, 
falsely stating net profit {92,153 11s od so as to 
render himself liable to exclusion or suspension 
fro membership of the Institute. The Committee 


found that the formal complaint against John 
Lawrence Goodwin, F.c.a., had been proved under 
all headings and the Committee ordered that John 
Lawrence Goodwin, F.c.a., of Marston Cottage, 
14 Broomhill Road, Woodford Green, Essex, be 
excluded from membership of the Institute. 


A formal complaint was preferred by the Investi- 
gation Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that 
William John Lumsden, A.C.A., was on November 
16th, 1954, convicted at the Central Criminal Court 
in the Old Bailey, City of London, on charges that 
he with intent to defraud forged cheques for £80 
and £60 4s 6d and that he with intent to defraud 
obtained £80 and £54 from a person under, upon or 
by virtue of forged instruments knowing the same to 
be forged and that he being servant to a limited 
company stole {10 8s 8d their property, so as to 
render himself liable to exclusion or suspension 
from membership of the Institute. The Committee 
found that the formal complaint against William 
John Lumsden, A.C.A., had been proved under all 
headings and the Committee ordered that William 
John Lumsden, a.c.a., formerly of 126 Clyde Road, 
London, Nrs, be excluded from membership of the 
Institute. | Se 
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extent ill-informed because our activities do receive regular 
mention in the pages of The Accountant, particularly 
in the monthly report of the proceedings of the Council, 
and they are also put on record each year in the annual 
report which accompanies the accounts.’ 


The President then gave many examples of the 
Council’s activities on taxation matters. 

The toast of “The Guests’ was proposed by Mr 
J. J. D. Coates, A.C.A., a member of the Students’ 
Society, who suggested, in lighter vein, that golf should 
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be included in the curriculum as so many chartered 
accountants were golfers. The Provost of Sheffield 
Cathedral responded. 


“The President? was proposed by Mr C. A. 
Whittington-Smith, LL.M., F.c.A.; in his reply, Mr 
Percy Smith expressed appreciation of ail that had 
been done by the dinner secretary, and former 
president, Mr Alan G. Smeeton, F.c.a. He also thanked 
another former president, Mr George Moulson, F.C.A., 
who had undertaken the entertainment of the ladies. 


DISTRICT SOCIETY 


OF CHARTERED ACCOUNTANTS 
ANNUAL DINNER 


The annual dinner of the Birmingham and District 
Society of Chartered Accountants was held at The 
Grand Hotel, Birmingham, on Thursday, March 3rd. 
Mr E. C. Turner, T.D., M.COM., F.c.A., President of 
the Society presided, and with Mr D. V. House, F.c.a., 
President of The Institute of Chartered Accountants 
in England and Wales, received the 419 members and 
guests who included Alderman G. H W. Griffith, J.P., 
Deputy Mayor of Birmingham, His Honour Judge 
H. A. Tucker, Mr Stephen Potter, M.A., Mr J. H. 
Mann, M.B.E., M.A., F.C.A., Chairman, London and 
District Society of Chartered Accountants; and 


Messrs G. L. Barnes, M.A., A.C.A. (Secretary, University of 
Birmingham); C. W. Blasdale, ops, (President, Birmingham 
Branch of the Association of H.M. Inspectors of Taxes); 
H. W. Bruce, F.c.1.1. (President, Birmingham Insurance 
Institute); D. H. Buchanan (The Agent of the Bank of 
England); R. Kynock Clark, A.c.a. (The Official Receiver, 
Birmingham); E. M. Clayson, a.c.a. (Vice-President, 
Birmingham Chamber of Commerce); Wilfrid Cook, F.c.r.s. 
(Chairman, Birmingham and District Branch of the Chartered 
Institute of Secretaries); J. A. Cope, F.c.w.a. (President, 
Institute of Cost and Works Accountants, Birmingham and 
District Branch); Professor Donald Cousins, B.COM., A.C.A.; 
Mr E. T. Denton, B.A., F.c.a. (President, Liverpool Society 
of Chartered Accountants). 

Messrs Eric E. Dudley, A.C.A. (President, Leicestershire 
and Northamptonshire Society of Chartered Accountants); 
Derek du Pré (Editor, ‘The Accountant’); J. P. Eames, o.B.zE., 
F.I.M.T.A., F.S.A.A. (Treasurer, City of Birmingham); H. R. 
Elliston, a.c.A. (Chairman, Wolverhampton Branch of the 
Birmingham and District Society of Chartered Accountants); 
E. Howard Hackett, F.a.1. (Chairman, Chartered Auctioneers 
and Estate Agents Institute, Birmingham and West Midlands 
Branch); E. Hemsoll, m.c. (Clerk to the Committee of the 
Society); J. S. F. Hill, F.c.a. (President, Nottingham Society 
of Chartered Accountants); Philip W. Hort, F.c.a. (President, 
Bristol and West of England Society of Chartered Account- 
ants); T. E. Hurst (President, Institute of Bankers, Birming- 
ham Local Centre); A. J. Josey (Editor, ‘Evening Despatch’). 

Messrs Frederic W. Kenchington, F.R.1.C.S., F.A.I. 
(Chairman, Warwickshire, Staffordshire and Worcestershire 
Branch of the Royal Institution of Chartered Surveyors); 
Stanley Kitchen, F.c.a. (Hon. Secretary of the Society); 
Ian C. Lea, M.B.E., T.D., M.A. (Chairman, Birmingham Stock 
Exchange Committee); H. Lemmon, F.c.a. (President, East 
Anglian Society of Chartered Accountants); Alan S. MacIver, 
M.C., B.A. (Secretary, The Institute of Chartered Accountants 
in England and Wales); N. J. Masterton (Hon. Secretary, 
Birmingham Chartered Accountant Students’ Society); W. V. 
Meacock, F.c.a. (President, South Wales and Monmouthshire 
Socigty of Chartered Accountants); A. W. Miles, F.C.A. 


(President, South Eastern Society of Chartered Accountants); 
A. W. Muse, F.A.C.C.A., F.C.W.A. (President, Birmingham and 
District Society of Certified and Corporate Accountants); 
E. J. Newman, M.A., F.c.A. (President, Birmingham Char- 
tered Accountant Students’ Society). 

Messrs Norman J. Oswald, F.c.1.B. (Chairman, Corpora- 
tion of Insurance Brokers, Midland District); W. Vaughan 
Reynolds, B.LITT., M.A. (Editor, ‘The Birmingham Post’); 
Percy E. Smith, F.c.a. (President, Sheffield and District 
Society of Chartered Accountants); T. Bernard Smith 
(President, Birmingham Law Society); P. G. Stémbridge, 
F.S.A.A. (President, Incorporated Accountants’ Birmingham 
and District Society); H. F. Strachan, F.c.A. (President, Hull, 
East Yorkshire and Lincolnshire Society of Chartered 
Accountants); A. E. P. Turner, A.C.A. (Chairman, Coventry 
Area Branch of the Birmingham and District Soctety of 
Chartered Accountants); S. T. Walker, M.A., F.R.I.B.A. 
(President, Birmingham and Five Counties Architectural 
Association); Guy Waterworth, F.c.A. (President, Manchester 
Society of Chartered Accountants); H. R. G. Whates 
(Editor, ‘The Birmingham Mail’). 

Mr Stephen Potter proposed the toast ‘The Institute 
of Chartered Accountants in England and Wales’. In 
an amusing speech, he recalled that he had associations 
with the profession. His father had been a partner in 
a firm of chartered accountants. 

‘I served six months in the office under my father,’ he 
said, ‘then he reviewed my work, heard me talk on the 
subject and said: “My boy, I think you are more suited to 
a life of the arts.” ’ (Laughter.) 


No Colour Bar in the Institute 


Mr House, replying to the toast, said that the Birming- 
ham area had been much in the news lately on the 
subject of the colour bar. He would not have mentioned 
it, but for the fact that there was an unfortunate 
paragraph in the report of the Vice-Chancellor of 
Birmingham University, which drew comments in the 
national Press. 

While not being able to speak for other accountancy 
bodies he thought their attitude towards the problem 
was no different from that of the Institute. He continued: 
‘I wish to state categorically that far from there being 
any colour bar in The Institute of Chartered Accountants 
in England and Wales, the position is exactly the reverse. 
Membership is open to any person from home or overseas 
whatever may be his nationality, colour or creed, provided 
he is of good character, serves under articles in England 
or Wales and passes our examinations. 

“We have many members of our Institute now overseas 
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who qualified by coming here, serving under articles and 
passing our examinations and then returning to their own 
countries. We have today many articled clerks from over- 
seas who are engaged in that very same process. 

“One of those who came here in this way from India and 
is a well-known and highly respected member of our 
Institute is today the President of The Institute of Chartered 
Accountants of India. Another, also from India, shared 
with the son of a distinguished Birmingham member of 
the Institute the honour of winning first place in the Final 
examination in May last year. (Applause.) 

“Those are merely examples. I cannot give you numbers 
because the Institute does not attempt to, record the 
nationality or country of origin of its members. A glance 
at the Year Book will, however, show that our membership 
includes Indians, Pakistanis, Egyptians, Burmese and 
Malays, amongst others. Names are not always a good guide 
but I can assure you that also included are West Africans 
and foreigners from Europe and other countries as well 
as a number from the British Dominions. 

‘Only yesterday at our Council meeting I had the pleasure 
of presenting to a citizen of Ceylon a prize he won at the 
last Intermediate examination. At the same meeting we 
admitted to membership a West African who during his 
articles took a prominent part in his students’ society and 
was recently chosen to be a delegate to the joint national 
committee which links the chartered accountant students’ 
societies together for discussion of common problems. 

‘I feel sure I have said enough to make it abundantly 
clear ae the Institute has no barrier of nationality, colour 
or creed. 


Service under Articles: Vacancies 


"This does not mean that it is easy to find places for all 
those from overseas who would like to serve under articles. 
The Institute does not itself have any vacancies to offer. 
The vacancies are in the offices of practising members and 
it is not every one of these who is able or willing to take an 
articled clerk from overseas. 

‘In the first place there is a limitation on the number of 
articled clerks a member may take at any one time. The 
number is limited in order to ensure as far as practicable, 
in the interests of the clerks themselves, that the member 
gives adequate attention to their training. 

‘In the second place a member has many considerations 
to take into account in deciding whether he can spare a 
vacancy for an overseas candidate. He may have requests 
for places from the sons of friends or clients and this may 
well result in his list being full for some years ahead. He 
may be regarding his articled clerks as the source from 
which his future partners and successors will be drawn, 
whereas an overseas candidate is likely to wish to return to 
his own country after qualification, 

‘A member must also be able to assess the character and 
probable abilities of the prospective articled clerk before 
he engages him. When he takes an articled clerk, a member 
becomes responsible for securing the future of the profes- 
sion both as regards ability and quality and he therefore 
has a duty to the Institute and a responsibility to the public. 
He also has a responsibility to the clerk and he must con- 
sider carefully whether the clerk is likely to succeed in 
qualifying, however much the candidate may imagine that 
accountancy is really what he wants to do. 

“These matters are difficult enough with young men 
whose educational background is known. They present an 
infinitely more difficult task in relation to young men from 
oe about whom, of necessity, the member can know 

Ittle. 


Reactions of Clients and their Staffs 


‘Moreover, a member has to consider how his clients 
and their staffs, as well as his own, would react to having to 
deal or work with an articled clerk from overseas if he has 
a coloured skin or foreign accent. The staffs of some clients 
and some members would hardly give a second thought to 
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this matter whilst others would create all sorts of difficulties. 
This applies not only to senior people but to the juniors 
with whom the articled clerk might have to deal. 

“This question of the reaction of other people is to a large 
extent peculiar to our profession. We have of necessity to 
come into close contact with our clients personally and with 
most of their staffs. The nature of our work is by no means 
easy, involving as it does delving into people’s affairs and 
asking difficult and what may sometimes be considered 
impertinent questions, or even on occasions having to be 
suspicious of trusted servants. 

‘A member must weigh all such matters carefully and I 
hope that he will usually conclude that the importance of his 
apprehension on the question of the reaction of other people 
can easily be exaggerated. I sincerely hope so, because the 
members of the Institute can perform a most valuable public 
service by taking into their offices and giving a thorough 
training to all suitable young men from overseas who are 
willing and anxious to become chartered accountants. 

‘Chartered accountants have built up a great name for 
themselves beyond the seas. It is only right that they should 
continue to offer facilities for imparting to young men from 
other countries the traditions, skill and experience which 
will enable them to help in due course in building up the 
profession in their own countries with the same character 
and competence as our own. 


A Helpful Policy 


‘I therefore urge members who are willing to help in 
this important problem, by making vacancies available to 
overseas students, to get into touch with the Secretary of 
the Institute. The Secretary has already written to the 
professional Press about it on more than one occasion and 
will be pleased to do all he can to put members in touch 
with the Colonial Office or High Commissioner concerned. 

‘As I have said, one of the reasons for encouraging the 
training in this country of articled clerks from overseas is 
our desire to see the profession built up on a strong basis in 
territories outside the United Kingdom. Our policy is to 
be as helpful as possible in the development of our profes- 
sion in other countries. Helpful advice is often given to 
them by the Institute and we are only too pleased to give it. 

‘We realize the great importance of developing within a 
country, a strong and virile profession and we have sufficient 
confidence in our own methods and our standards of com- 
petence and integrity to feel that if other countries follow 
our lead it is to their advantage. They can be — and indeed 
for many years have been — helped greatly by members 
who have gone overseas, including those who came here 


to qualify and then returned to their own countries.’ 


Mr House concluded by saying that he ‘deplored’ 
the paragraph by the Vice-Chancellor. 


‘Apart from the colour question, the paragraph may have 
another unfortunate result. The joint university scheme 
with the accountancy profession is not as popular as it 
might be with some members of the profession. Linked as 
this paragraph must be with that scheme, such comment 
cannot be helpful and may cause harm.’ 


The toast “The City of Birmingham’ was proposed 
by Judge Tucker, who spoke of the city’s housing 
achievements since the end of the war. Birmingham, 
he added, also did all in its power to encourage and 
assist the arts. 

Replying, Alderman Griffith said, ‘I do hope that 
the Institute which has shown a really high standard of 
professional efficiency will continue over many years 
to lead the way in your professional matters.’ 

Proposing a toast to ‘Our Guests’, Mr Turner 
referred to Mr House’s remarks, saying that it was 
always his duty to administer a ‘pill of advice’: he had 
done that without making it too bitter. Mr Mann 
responded to the toast. 


— dën. 
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FOR STUDENTS 


We have pleasure this week in introducing a new 
feature for our student readers. Lectures and articles 
of interest to students appear in our columns from 
time to time and it is hoped that regular monthly 
notes written primarily for students on a wide variety 
of subjects, will also assist in their studies. Notes will 
deal both with topical subjects and with points of 
difficulty on which we feel a student might welcome 
comment. While the notes under ‘For Students’ will 
be of assistance mainly to those who have not yet 
passed their examinations, we hope that all our 
readers will find them of value. 


COST ACCOUNTING 


Costing for Nuclear Power 
An interesting example of the difficulties of assessing 
future costs is contained in a recent White Paper on 
nuclear power’, 

Before the Government could decide as to the 
practicality of building and operating nuclear reactors 
to produce electricity, it was necessary to estimate the 
cost of electricity so produced and compare this with 
the probable future costs of generating electricity by 
conventional coal-fired power stations. 

The White Paper discloses some of the approxima- 
tions which had to be made: the capital cost of con- 
struction might vary from {15 to £20 million per 
station; the electrical output of the station might be 
anything from 100 to 200 megawatts; the estimated 
working life of a reactor was between ten and twenty 
years. 

Overheads were therefore a matter of some com- 
plexity; but further difficulties were encountered when 
estimating fuel costs. 

The fuel costs are stated to comprise three items: 
the cost of the raw material, uranium; the processing 
cost; and the ‘level of irradiation’ (or amount of heat 
that can be obtained from each ton of fuel). All these 
are matters for speculation. 

A final factor to be included in the costing was the 
value to be placed on the by-product, plutonium. ‘This 
by-product will form the fuel for later stations to be 
built: a high value would therefore lower the operating 
costs of the early stations but would then increase the 
capital charges on later ones. Since the Atomic 
Energy Authority has a legal monopoly of plutonium, 
there could be no ‘market price’ to apply. 

In making comparison with the future costs of 
generating electricity by coal-fired power stations, it 
was also necessary to estimate the probable future costs 
of coal, its calorific value, and the thermal efficiency of 
new power stations now under construction. 

After discussing these considerations as they affect 
the costing, the White Paper adds a somewhat sinister 
qualification clause. ‘These estimates’, it states, 
‘assume that all plutonium is used for civil purposes, as 
would be most desirable. No allowance has been made 
for any military credits’. 


TAXATION 


Maintenance Claims 
The basis for a maintenance claim is normally the 
average expenditure of the five years preceding the 


1 “Aprogramme of nuclear power’. Cmd. 9389. H.M.S.O. od. 


year of claim. For this purpose, the expense year is 
usually taken as being the year ended March 31st 
annually (not April sth) and, accordingly, a claim for 
1954-55 would be based on the average expenditure 
for the years ended March 31st, 1950, 1951, 1952, 
1953 and 1954. 

Where property is newly acquired and the previous 
owner’s expenses cannot be ascertained, it is possible 
to make a claim on the actual expenses incurred in the 
year of claim. Thus, a property purchased on April 6th, 
1954, could have a maintenance claim made on it on 
the basis of expenditure in the year to April 5th, 1955, 
provided that the previous owner’s expenses could not 
be ascertained. 

Maintenance claims on an actual basis are allowed 
only if the taxpayer undertakes to adopt the actual 
basis for the first five complete years of his ownership 
of the property concerned. Where property is pur- 
chased in the middle of a taxation year, it means, 
therefore, that nearly six years will elapse before the 
five years’ average figure can be ascertained, and the 
basis for the maintenance claim changed to the con- 
ventional one. When five years’ figures are available, 
the expenditure in years 2, 3, 4 and 5 will therefore be 
included in the claim again in so far as they are required 
to give a five years’ average figure. 

Another method sometimes adopted for mainten- 
ance claims, when it is not possible to ascertain the 
previous owner’s expenditure, is that of treating 
previous years’ expenditure as ‘nil’ and, therefore, 
computing the average in the first year as being one- 
fifth of the first year’s expenditure. This is usually 
very harsh on the taxpayer, as it is reasonable to 
suppose that at least insurance premiums have been 
paid by the previous owner in respect of the property. 
In such cases, it is usual to make some éstimate 
of the previous owner’s expenditure, although the 
Inland Revenue are generally ill-disposed to this form 
of basis. 

Yet a further method which has sometimes been 
agreed by an Inspector when it has not been possible 
to ascertain the previous owner’s expenditure is that 
of using the statutory repairs allowance as being the 
notional amount of repairs executed by a previous 
owner. In such cases, a claim for the first year would, 
therefore, be built up with four years’ statutory repairs 
allowance, and one year’s actual repairs. However, the 
Inland Revenue have virtually abandoned this method, 
and the choice of basis available to a taxpayer is now 
invariably that of five years’ average, or of an actual 
basis for the first five years. 


AUDITING 
The Audit Note-book 


T'o ensure that every audit is conducted thoroughly 
and according to the directions of the partner or 
managing clerk in charge, it is most desirable that 
every audit should be the subject of an audit note-book 
(in cases of small audits the necessity for a bound book 
may be dispensed with and a loose sheet or two sub- 
stituted). 

In an audit note-book there will be set out the 
detailed programme which the clerks are to under- 
take in the course of the audit. There should be 
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included, not only a list of the various books of account 
maintained by the client, but also of the detailed work 
which is to be performed thereon, and the frequency 
and extent of test checks which are to be made (e.g. 
two months’ postings). 

The audit note-book should also be used to record 
any spot-check cash counts, or checks of stamp floats, 
etc., during the interim audit, since a permanent record 
of these matters is always desirable. 

Many managing clerks have a saying, “When the 
audit note-book has been fully signed up, the audit can 
then commence’, Although this is perhaps a little 
severe judgment, the audit clerk must remember that, 
even with a well-designed audit programme which has 
been properly executed, it 1s still possible that matters 
may have eluded his attention, and the audit clerk 
should never fall into the trap of thinking that an audit 
can be executed in a purely mechanical fashion. 
Indeed, he must keep his wits about him during the 
whole time he is on the audit, and must be ready to 
make suggestions to his principal or to his managing 
clerk as to matters which he does not feel are adequately 
covered by the audit programme, or on ways by which 
the audit programme could be improved. 

Apart from the fact that clients often change thats 
systems of book-keeping by dispensing with old books 
or initiating new books, there is the constant possi- 
bility that an audit programme may get out of date 
because small changes have occurred in the book- 
keeping system of the firm, which are not reflected in 
the audit programme. In particular, the audit pro- 
gramme will usually be based upon a certain procedure 
of internal check, which may be varied by the client 
over the course of time. 

The work executed by reference to the audit pro- 
gramme will usually result in the majority of any 
errors being discovered, but it is important to remamber 
that errors of omission will seldom be discovered simply 
by carrying out the work indicated in an audit note- 
book. It is not unknown for a managing clerk or a 
partner to be presented with the final draft of the 
accounts of a firm, and the audit note-book fully 
completed, only to find that there is no entry in the 
balance sheet concerning the trader’s new delivery van 
which is regularly parked outside the trader’s shop! 

An audit note-book is a most necessary item in the 
auditor’s equipment, but it must be remembered 
that systems and records alone can never replace the 
human mind, and that it is most dangerous to allow an 
audit to become a mechanical operation, since not only 
will a false sense of security arise, but also the audit 
clerk may well find that by looking only at trees he 
does not realize the presence of a wood. 


INSTITUTE RECOMMENDATIONS 
No. I. Tax Reserve Certificates 


Recommendation I of The Institute of Chartered 
Accountants. in England and Wales, which relates to 
tax reserve certificates, was published on December 
12th, 1942. 

Reference is made to the fact that tax reserve 
certificates can be used for the payment, inter alia, of 
income tax (other than Schedule E), surtax and profits 
tax; that they are not normally transferable; that they 
may be surrendered after two months against a cash 
payment, but no interest is then allowed; and that the 
taxpayer is at liberty to appropriate such sums from 


$ 


THE ACCOUNTANT 


March 12th, 1955 


the certificates as he wishes to meet various tax lia- 
bilities of the holder. 

Interest on tax reserve certificates is allowed at 
I+ per cent per annum (1 per cent on certificates 
purchased between July 14th, 1954, and February 2oth, 
1955) and is free of all liability to United Kingdom 
taxation. Interest is not allowed in so far as the reserve 
certificates are used to meet liabilities falling due less 
than two months after the date of purchase, nor is it 
allowed in respect of a greater period than two years 
from the date of purchase. 

The recommendation is that: 

(1) The amount of tax reserve certificates held should 
be shown as a separate item in the balance sheet 
and grouped with the current assets. 

(2) The interest allowed on the surrender of the 
certificates, in payment of taxation, should be 
treated as interest and not as a reduction of the 
taxation charge. 

A note has also been added to the recommendation 
to the effect that accruing interest to the date of the 
balance sheet should not be taken to credit unless the 
certificates have been surrendered before the balance 
sheet has been signed. 


COMPANY LAW 
Issue of Shares at Premium 


Section 56 of the Companies Act, 1948, states the 
procedure which a company must adopt where shares 
are issued at a premium, whether for cash or otherwise. 

A sum equal to the aggregate amount or value of the 
premiums on the shares must be transferred to a ‘Share 
premium account’; the share premium account shall 
be treated as if it were paid-up share capital of a 
company, with the following exceptions. 

A share premium account may be applied by a > 
company: 

(r) In paying up unissued shares of the company, to be 
ee to members of the company as fully-paid bonus 
shares. 

(2) In writing off the preliminary expenses of the 
company. 

(3) In writing off the expenses of any issue of shares or 
debentures of the company (including commission 
paid or discount allowed). 

(4) In providing for the premium payable on redemption 
of any redeemable preference shares, or of any 
debentures of the company. 

It must be noted particularly that the share premium 
account of a company is not available for the purposes 
of providing depreciation of fixed assets, nor for the 
writing off of goodwill. 

The provisions of the Companies Act, 1948, relate 
to all share premiums received by companies before 
the commencement of the Act, in so far as they form 
an identifiable part of a company’s reserves at that 
date. 

Issue of Shares at Discount 


Section 57, Companies Act, 1948, states the provisions 
relating to the issue of shares at a discount. 

There are seven essential points in this section, 
these being as follows: 


(r) The shares issued at a discount must be of a class 
already: issued. 

(2) Issue of shares at a discount must be authorized by a 
resolution of the company in general meeting. 

(3) The resolution must specify the maximum rate of 
discount at which the shares are to be issued. ` 


March 12th, 1955 


(4) Not less than one year must have elapsed at the date 
of issue since the company was entitled to commence 
business. 

(s) After the company has passed the resolution authoriz- 
ing the issue of shares at a discount, it must apply to 
the Court for an order sanctioning the issue, and 
issue may only be made upon the terms and con- 
ditions of the Court order. 
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(6) The shares must be issued within one month after 
the date of the Court order, or within such extended 
time as the Court may allow. 

(7) Every prospectus relating to the issue of shares must 
contain particulars of the discount allowed on the 
issue of the shares, or so much of that discount as has 
not been written off at the date of issue of the pros- 
pectus. 


IN PARLIAMENT 


Company Bankruptcies 
Mr Lewis asked the President of the Board of Trade 
the number of the companies declared bankrupt in 
1951, 1952, 1953 and 1954; and how many of these 
were tea companies. 
Mr P. 'THORNEYCROFT: 407, 436, 421, 416, and none. 


Hansard, Feb, 22nd, 1955. Oral Answers. Col. 1050. 


Farm Tenancy Agreements: Stamp Duty 
Mr Vane asked the Chancellor of the Exchequer 
whether he is aware that the present rate of stamp 
duty chargeable on farm tenancy agreements and 
particularly those of small annual value discourages 
some people from entering into written agreements 
which are in the interest of good husbandry and 
estate management; and whether he will consider 
an amendment in the scale of such duties. 

Mr H. Brooxe: The rate of stamp duty on tenancy 
agreements for farms of small annual value is itself 
quite low, and I have no evidence that it has been a 
serious factor in discouraging farmers from entering 
into written agreements. In reply to the second part 
of the question, my hon. friend will not expect me 
to anticipate the Budget. 


Hansard, Feb. 2and, 1955. Written Answers. Col. 130. 


Stock Exchange Transactions: Stamp Duties 
Mr Lewis asked the Chancellor of the Exchequer if 
he is aware that the pools investor has to pay a pool 
betting duty on all investments made on football 
pools whereas those who invest on the Stock Exchange 
pay no such duty; and whether he will consider 
introducing a tax on all investments made in stocks 
and shares and capital gains resulting therefrom. 

Mr R.-A. BuTLER: While I cannot admit the com- 
parison made by the hon. Member, I would remind 
him that the yield from the stamp duties on Stock 
Exchange transactions was {20°2 million in 1953-54, 
compared with £21°6 million from football pools. 
The Royal Commission on the Taxation of Profits 
and Income has, I understand, been examining this 
question, and I have no statement to make on this 
subject. 


Hansard, Feb 2and, 1955. Written Answers. Col. 131. 


Economic Survey: Publication 
Mr Jay asked the Chancellor of the Exchequer when 
he proposes to introduce an Economic Survey for 1955. 
Mr R. A. Butter: I hope to publish the Economic 
Survey towards the end of this month. 


Hansard, March rst, 1955. Oral Answers. Col. 1881. 


Income Tax: P.A.Y.E. Coding 
Mr RuUssELL asked the Chancellor of the Exchequer 
the meaning of the term ‘double reduced rate 
restriction’, sometimes used by the Inland Revenue 
on income tax coding forms. 
Mr R. A. BuTLer: This is an adjustment of P.A.Y.E. 
coding where an individual has more than one source 


of income falling ‘within P.A.Y.E. It is intended to 


correct the excessive allowance of reduced rate relief 
which would otherwise be given by the tax tables in 
such cases. 


Hansard, March rest, 1955. Oral Answers. Col. 1876. 


Business Expenses: Price-maintenance 
Organizations 

Mr NALLY asked the Chancellor of the Exchequer 
what action he proposes to take to end the situation 
under which the total costs of private price-mainten- 
ance organizations, including legal fees and investiga- 
tion costs, are being allowed to be charged as 
legitimate business expenses against both profits and 
income by persons or groups concerned. 

Mr R. A. BUTLER: None. I see no reason to depart 
in this field from the ordinary rules governing the 
admissibility of deductions in computing trading 
profits for tax purposes. 


Hansard, March et, 1955. Written Answers. Col. 239. 


Income Tax: Yield 
Mr McKay asked the Chancellor of the Exchequer 
the estimated revenue from 6d on the income tax on 
all kinds of income; and what it is on the standard 
income tax only. 

Mr R. A. BUTLER: On the basis of the probable 
yield of income tax for the current year, 1954-55, the 
estimated revenue from 6d on the standard rate and 
on each of the reduced rates is {144 million, of which 
the standard rate accounts for {74 million. 


Hansard, March ist, 1955. Written Answers. Col. 239. 


Savings Certificates: Value 

Mr G. JEGER asked the Chancellor of the Exchequer 
the present day encashment value, including accrued 
interest, of a savings certificate bought for 15s in 
October 1951; and what is its value in purchasing 
power compared with its value at the time of purchase. 

Mr R. A. BUTLER: 16s Id and 14s od, respectively. 
The second figure is based on the price index of all 
consumer goods and services between 1951 and 1953, 
and the Interim Index of Retail Prices thereafter. 


Hansard, March rst, 1955. Written Answers. Col. 239. 
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The Institute of Chartered Accountants in 
England and Wales 
SEVENTY-FIFTH ANNIVERSARY BANQUET, 

May org, 1955 
The Secretary of The Institute of Chartered Account- 
ants in England and Wales has asked us to state that 
in view of the large number of applications from 
members for tickets for the banquet, it will be 


necessary for a ballot for places to be held. Already . 


more than 1,600 applications have been received and 
this is more than twice the number of seats available 
in Guildhall. In order to provide for the maximum 
attendance on the. occasion, accommodation for an 
additional eighty members is bemg made available 
in the gallery at Guildhall. 

The ballot will take place after the closing date for 
the receipt of applications, March. 26th, 1955, and 
members who have applied for tickets will be 
notified as soon as possible in April of the result of 
the ballot. A refund will be made to those who 
cannot be included. 


The Chartered Accountants’ 
Benevolent Association 


The annual meeting of the board of governors of 
The Chartered Accountants’ Benevolent Association 
will be held at The Institute of Chartered Account- 
ants in England and Wales, Moorgate Place, London, 
EC2, at 2.15 p.m. on Wednesday, March 23rd. 


Chartered Accountant Appointed Leeds 
Magistrate 


Mr Peter H. Dobson, F.c.a., a partner in the firm of 
Alfred Dobson & Co, Chartered Accountants, of 
Leeds, 1s one of seven new magistrates appointed for 
Leeds. Mr Dobson was chairman of the Union of 
Chartered Accountant Students’ Societies in 1952-54. 


Census of Production Advisory Committee 
The ‘statutory advisory committee appointed ‘by the 
Board of Trade to advise on the preparation of forms 
and instructions and the making of any order for the 
census of production to be taken in 1957, in respect of 
the year 1956, includes Professor F. Sewell Bray, 
F.C.A., F.S.A.A., and Mr J. L. Armstrong, B.A., A.C.A. 
The chairman of the committee is Mr J. Stafford, c.B. 

The committee will also advise on the carrying out 
of the recommendations contained in the Verdon 
Smith report. 


Professional Note 


British Railways (Scottish Region) announce the 
appointment of Mr D Frew, A.A.C.C.A., Assistant 
‘Regional Accountant, Scottish Region, as Regional 
Accountant, Scottish Region, with effect from 
January Ist, 1955, in succession to Mr J. G. Dunlop, 
A.A.C.C.A., who retired on December 31st, 1954. 
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The Institute of Chartered Accountants of ` 
Scotland 


The Institute of Chartered Accountants of Scotland 

has arranged to commemorate the granting of the 

Royal Charter to the former Institute of Accountants 

and Actuaries in Glasgow in 1855 with a programme 

of ceremonies and functions to be held in Glasgow 
next Monday and Tuesday. : 

A large number of members and apprentices are 
expected to attend during the two days when the 
programme will be as follows: 

Monday, March 14th, 8 p.m. to midnight: Civic Reception 
in the City Chambers by the Lord Provost and Corpora- 
tion of the City of Glasgow, followed by a ball. 

Tuesday, March 15th, II a.m.: Service of Commemoration 
and Thanksgiving in Glasgow Cathedral which will be 
conducted by The Rev. A. Nevile Davidson, M.A., D.D., 
J-P., CH.ST.J., Chaplain to The Queen in Scotland, 
Minister of Glasgow; The Rev. William T. Smellie, 
O.B.E., M.A., Moderator of Glasgow Presbytery, and 
The Very Rev. Provost F. F. Laming (Episcopal Church 
in Scotland). 3.30 to 5 p.m.: Reception in the Institute’s 
Hall in Glasgow, when members and their ladies will be 
received by the President, the Vice-President and their 
ladies. Tea will be served. 6.45 for 7.15 p.m.: Centenary 
Banquet in The Central Hotel for members and official 
guests of the Institute. The principal guest on this 
occasion will be The Rt. Hon. Lord Clyde, Lord Presi- 
dent of the Court of Session. 


Obituary 
SIR JOHN MANN, K.B.E., M.A., C.A. 


We very much regret to report the death, on March 
3rd, of Sir John Mann, K.B.E., M.A., C.A., at the age of 
or years, after a short illness. 

Sir John was the son of one of the original members 
of the Institute of Accountants and Actuaries in 
Glasgow, and was himself admitted to membership 
in 1885. He entered the family business of John Mann 
& Son (later to become Mann, Judd, Gordon & Co) 
in 1880 and became senior partner on his father’s 
death in 1910. 

He joined.the staff of the Ministry of Munitions on 
the invitation of Mr Lloyd George in 1915 and in 1917 
became Assistant Financial Secretary of the Ministry 
and Controller of Munitions Contracts. Sir John 


received his K.B.E. in 1918. 


After the First World War he opened an office in 
London and spent the remaining years of his profes- 
sional career in the south. The London partnership 
subsequently became Mann, Judd & Co, and Sir 
John retired from that firm as senior partner on 
January roth, 1941. He was chairman of The 
Association of Scottish Chartered Accountants in 
London in 1920-22. 

Sir John, throughout a long and active life, dis- 
played a keen interest not only in the development of 
the profession, but also in educational affairs and a 
wide range of social problems. He took an early part 
in the development of costing, which as far back as 
1891 he termed ‘a neglected branch of accountancy’. 
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While resident in Glasgow, he was a member of 
the General Council of the University and served as 
convenor of the Finance Committee. He was par- 
ticularly interested in housing problems and slum 
clearance ~ problems to which he contributed a con- 
siderable amount of time when acting as secretary of 
the Glasgow Workmen’s Dwellings Co. He also 
played an active part in founding the Scottish 
Cremation Society and actively participated in the 
Public House Trust movement in Glasgow and the 
West of Scotland. 

He continued after his retirement in 1941 to take 
a keen interest in the social welfare work to which 
he had devoted so much of his life. 

He married in 1894, Margaret, daughter of Mr 
James Henderson, of Glasgow, who survives him, 
together with two sons, both chartered accountants, 
and three daughters. 


Bas, MAYER, F.C.A. 


We have learned with deep regret of the death, on 
February 21st, at the age of 64, of Mr Basil Mayer, 
F.C.A., of Sanderstead, Surrey. 

Mr Mayer was articled to Mr Wilmot Welch, 
A.C.A., of Messrs G. F. Clarke, Welch & Co, of 
7 Victoria Street, Liverpool, and was admitted an 
Associate of the Institute in February 1914. During 
the First World War he served in the London 
Yeomanry and the Imperial Camel Corps. 

After the war he worked in London, and was a 
partner in the firm of Gray, Stainforth, Newton & 
Co from March 1930 until March 1937. Subse- 
quently, he became a partner in Messrs Fuller, 
Wise, Fisher & Co, Chartered Accountants, of 
55-61 Moorgate, London, EC, and remained with 
the firm until his death. He was elected a Fellow of 
the Institute in 1946. 

Outside the profession Mr Mayer’s main interest 
was golf, and he was a member of the Croham Hurst 
Golf Club for many years. He was a most generous 
and kindly man, and he will be sadly missed both by 
clients and friends. 


WILLIAM NORMAN BUBB, F.S.A.A. 


We have: learned with regret of the death, on March 
and, of Mr William Norman Bubb, r.s.a.a., a former 
partner in the firm of Woodington, Bubb & Co, 
Incorporated Accountants, of London. 

Mr Bubb had been a member of the Council of 
the Society and an Examiner for many years until 
1945, in which year he retired from practice as a 
partner in the firm of Woodington, Bubb & Co. He 
first came to that firm in 1895 and joined the late 
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Mr Arthur Edwin Woodington (a past President of 
the Society) in partnership on July 1st, 1900. 

Mr Bubb was very well known in Gloucestershire, 
the county of his birth, and to which he retired in 1945. 
He took a prominent part in public affairs in the 
county and a great interest in the administration of 
the affairs and finances of Wycliffe College of which 
he was a governor. 


Visiting Presidents Entertained 


A delightful tour of the Derbyshire moors by motor- 
coach was arranged by Mr Percy E. Smith, F.C.A., 
President of the Sheffield and District Society of 
Chartered Accountants, for those district society 
presidents who were attending the annual dinner of 
that Society and of the Birmingham and District 
Society of Chartered Accountants, which took place 
the preceding day. In bright sunshine, the visitors 
were able to see the countryside with the hills and 
valleys deep in snow and the roads still showing 
signs of the snow-plough. Lunch was taken at the 
Marquess of Granby Hotel, Bamford, at the invitation 
of Mr B. O'Neill, of Cooke & Stevenson Ltd, 
Vincent Works, Brough; on behalf of those present, 
Mr Smith expressed appreciation of Mr O’Neill’s 
kindness. 

The party consisted of Mr D. V. House, F.c.A., 
President, The Institute of Chartered Accountants m 
England and Wales, and 
Messrs E. T. Denton, B.A., F.C.A. (President, Liverpool 
Society of Chartered Accountants); Derek du Pré (Editor, 
‘The Accountant’); J. S. F. Hill, F.c.A. (President, Nottingham 
Society of Chartered Accountants); P. W. Hort, F.C.A. 
(President, Bristol and West of England Society of Chartered 
Accountants); H. Lemmon, F.c.a. (President, East Anglian 
Society of Chartered Accountants), A. S. MacIver, M.C., B.A. 
(Secretary of the Institute); A. W. Miles, F.c.a. (President, 
South Eastern Society of Chartered Accountants); H. F. 
Strachan, F.C.A. (President, Hull, East Yorks and Lines. 
Society of Chartered Accountants); E. C. Tumer, T.D., 
M.COM., F.C.A. (President, Birmingham and District Society 
of Chartered Accountants); and G. Waterworth, F.C.A. 
(President, Manchester Society of Chartered Accountants). 


The Society of Incorporated Accountants 
LIST OF MEMBERS, 1955 


The Society of Incorporated Accountants’ List of 
Members for 1955 (corrected to September rst, 
1954) was published recently. 

It is compiled on similar lines to previous editions: 
in addition to the main sections giving alphabetical 
and topographical lists of members, the book pro- 
vides information on the Council of the Society and 
its various committees, as well as details of the 
district societies and branches in the United Kingdom 
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and abroad, the Society’s publications and Benevolent 
Fund. I 

'The total membership of the Society is shown to 
be 10,311, detailed as follows: l 





Fellows 
‘In practice 1,735 
Not in practice 371 
2,106 
Associates 
In practice 1,819 
Not in practice 6,386 


— 8,205 





Total 
There are five honorary members. 


10,311 


— 


Incorporated Accountants' Hull and 
District Society 


The annual dinner of the Incorporated Accountants’ 
Hull and District Society was held in the Guildhall, 
Hull, on February 18th, with Mr R. L. Davy, 
F.S.A.A., the District Society’s President, in the chair. 

The attendance numbered about 160 and among 
the guests were Councillor H. W. Jackson, J.P., 
Lord Mayor of Hull; Mr A. 8. Horsley, Sheriff of 
Hull; Mr Bertram Nelson, J.P., F.S.A.A., President, 
The Society of Incorporated Accountants; Mr W. R. 
Austen Hudson, vs: Mr W. G. Pybus, Assistant 
Commercial Secretary to the High Commissioner for 
Canada; and Mr I. A. F. Craig, opp, Secretary 
of the Society. 

Mr Nelson replied to the toast of “The Society of 
Incorporated Accountants’ proposed by Mr Pybus, 
and the toast of ‘Our Guests’ was proposed by Mr 
Davy, Mr Austen Hudson responding. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m. (at Alliance Hall, next to Caxton Hall): 
Lecture, on ‘Why auditors qualify their reports’, by 
Mr C. Romer-Lee, M.A., A.C.A. Chairman: Mr Douglas 
A. Clarke, LL.B., F.C.A. 

Tuesday, 5.30 p.m.: Demonstration of Burroughs Account- 
ing Machines (limited partv). 

Wednesday, 5.30 p.m.: Demonstration of Underwood 

` Accounting Machines (limited party). 

Friday, 5.15 p.m.: Introductory course lectures on (r) Final 
accounts; (2) Insolvency. 


Annotated Tax Cases - 
Part o — the concluding part — of Volume XXXIII of 
the Annotated Tax Cases, edited by Roy Borneman, 
Q.c., is published today and contains reports, with 
notes on the judgments, of the following cases: 
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Knight v. Calder Grove Estates (Q.B.D.); CLR. v. 
Transport Economy Ltd (Ch.D.); Countess of Seafiela’s 
Trustees v. Lord Advocate (C.S.). The index of cases 
and subject-matter for the volume will be published 
shortly, after which the volume may be bound. 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
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Extract from leading article entitled 
BANKRUPTCY REFORM 

In our last issue we printed a statement made by the 
President of the Institute of Accountants at a meeting 
of the Institute of Bankers, called to discuss the 
question of bankruptcy reform. That meeting was 
adjourned, and the discussion which took place on the 
second occasion is of equal interest to accountants, by 
reason of the fact that two leading members of the 
Institute of Accountants attended and communicated 
the result of their deliberations and experience on ` 
some important features of the existing system. ‘These ` 
remarks may be noted with profit.... We are glad to be 
able to draw attention to these remarks for other and 
more professional reasons—-as indicating a readiness 
on the part of leading accountants to inform the public 
as to the working of the bankruptcy system. Such 
labours will, we are convinced, bear wholesome 
fruit. The opponents of professional trustees have, to 
a great extent, monopolised the public ear on this 
question; they have been ever active in the contro- 
versial field, whereas, until recently, there has 
apparently been no great readiness on the part of pro- 
fessional trustees to defend themselves against such 
attacks—we are speaking now of individual efforts as 
distinguished from the documents which are issued 
from time to time by the various bodies of accountants. 
To what extent this has arisen from an indisposition 
on the part of accountants to write or speak on a 
question in which they are immediately interested— 
from too narrow a view of the claims which the 
profession, as a whole, has upon its more prominent 
members—or from a natural unwillingness on the 
part of respectable accountants, having regard to 
the present indiscriminate use of the title, to appear in 
the character of seeming defenders of the shady 
doings of outsiders—whatever may be the cause, and 
to whatever extent it may have operated, we need not 
now inquire. Of this we are certain, that the speeches 
of these accountants at the meetings of the Institute 
of Bankers have done good for professional account- 
ants as a body.... 
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A GLASGOW OCCASION 


HE Scots, despite their outwardly austere characteristics, 

have a genius for celebrating in style when the occasion 

offers and in the matter of the centenary of The Institute of 
Chartered Accountants of Scotland they have surpassed them- 
selves by making it a double occasion. In Edinburgh, last June, 
three days of ceremonies marked the granting to The Society of 
Accountants in Edinburgh on October 23rd, 1854, of the Royal 
Charter which now forms the principal charter of the Institute. 
In Glasgow, this week, two days of ceremonies have commemo- 
rated the granting of a Royal Charter to The Institute of Account- 
ants and Actuaries in Glasgow on March 15th, 1855. The events 
of this week included a service in Glasgow Cathedral, a civic 
reception and ball in the City Chambers, and a banquet. A 
report of the speeches at the banquet will appear in our next 
issue. 

The profession of accountancy in Glasgow, which owes its 
origins to the commercial prosperity of that great city, began 
to emerge during the second half of the eighteenth century. In its 
earliest stages, it was connected with other such diverse activities 
as the actuarial work of assurance companies, with stock-broking, 
and even with the general business of merchanting. Gradually, 
however, it developed a distinct character and tradition of its own 


‘which, by the beginning of the nineteenth century, were recog- 


nizably established. Indeed, although- much water has flowed 
under Jamaica Bridge since then, the services rendered by the 
first practising firms to their Georgian and early Victorian clients 
did not differ greatly from those performed today, the most 
notable change being that the erstwhile predominance of bank- 
ruptcy work has been superseded by auditing and taxation. 

At least two firms have been continuously in practice since the 
turn of the last century and there are others of as almost ancient 
pedigree. It is a matter for philosophical speculation why those 
early Glasgow accountants, who clearly had their full share of 
enterprise and initiative as well as a highly developed sense of 
social responsibility, let their friendly rivals in Edinburgh forestall 
them in forming the first professional association in the country. 
It appears that the idea was long talked of before any positive 
action was taken. The suggestion has been made that “extreme 
busyness’ was the cause of the delay but, whatever the reason, it 
seems likely that the successful inauguration of the Edinburgh 
Society was the eventual incentive. 

The initiative came from a group of younger accountants, 
twenty-seven in number, who addressed a requisition to. fifteen ` 
of their older colleagues which went straight to the point in its 
opening sentence: 
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“It has long been felt by gentlemen practising as 
professional accountants in Glasgow, that the 
formation of a society, or institute of accountants 
is in every way desirable by means of which they 
may be enabled to advance those objects in which 
they have a common professional interest.’ 


The letter was delivered on the last day of 
September 1853, and three days later, on October 
3rd, at a meeting held at the office of JAMES 
MCCLELLAND (who became the first President of 
the Institute) it was decided to form an institute 
of accountants in Glasgow. By November, the 
draft constitution had been adopted and the first 
President and Council elected. In the next year, 
following the example of the Edinburgh Society, 
forty-nine members signed a petition for a Royal 
Charter. This was granted by Queen Victoria on 
March 15th, 1855, the title of the new body being 
defined therein as The Institute of Accountants 
and Actuaries in Glasgow. The words ‘and 
Actuaries’ had been added because it was thought 
that the profession’s connection with assurance 
companies would become increasingly important. 
This did not materialize, however, and an inde- 
pendent Faculty of Actuaries was established 
soon afterwards in 1856. 
_ For a long time after its foundation, member- 
ship of the Institute was confined to accountants 
in practice in Glasgow. It was not until towards 
the end of the nineteenth century that this 
narrow rule was relaxed to admit to membership 
qualified assistants in professional offices and to 
allow members to practise anywhere in the world 
or to accept full-time appointments in industry 
and commerce. The effect of this more enlight- 
ened attitude is reflected in the numerical pattern 
of membership. The roo mark was not passed 
until the early 1880s. By the time of the jubilee 
celebrations in 1905, the total was just under 500. 
In 1921 it was 1,000, in 1946 it was 3,000, and 
in 1951, when amalgamation took place, 3,447. 
While due credit must be given to the worthy 
Victorians who shaped its destinies in the earlier 
days, it is apparent that the second half of the 
Institute’s independent life was by far the more 
important. Two factors, above all, were decisive 
in making it a powerful influence both in the 
counsels of the profession as a whole and in the 
commercial community of Scotland and else- 
where. The first of these was the possession of 
magnificently appointed headquarters at 218 St 
Vincent Street, acquired in 1898. A city that is 
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set on a hill, said St Matthew, cannot be hid, arid 
‘218, perched at the top of the steep incline lead- 
ing to Blythswood Square, had a commanding 
influence on both the members and the appren- 
tices who inhabited the many offices clustered on 
the lower slopes. It was the focal point of the 
Institute’s activities and, with continuous im- 
provements being carried out with scrupulous 
regard for taste and amenity, soon came atfec- 
tionately to be looked upon both as a college and 
as a club by those who regularly frequented it. 

The second factor was the excellence of the 
Institute’s tutorial facilities. The General Exam- 
ining Board of the Chartered Accountants of 
Scotland ~ which set common examinations for 
the Edinburgh, Glasgow and Aberdeen bodies — 
was formed in 1892 and, in the course of the 
present century, the Glasgow Institute evolved 
a system of oral tuition which was second to none 
in this country. The classes, which covered the 
complete curriculum of the Board, were held at 
the Institute and were conducted mainly by 
members acting under a director of studies who 
was himself a practising chartered accountant. 
By this means, the Institute made certain that 
each candidate who presented himself for 
examination had had adequate opportunity 
beforehand to obtain expert tuition, a policy 
which was fully justified by the calibre of 
chartered accountant produced. 

With such an efficient and prosperous organ- 
ization ~ the outcome of nearly a hundred years 
of devotion and service by a long succession of 
Councils — at their command, it is not altogether 
surprising that the more conservative members 
of the Glasgow Institute were reluctant to sur- 
render their independence when the amalgama- 
tion of the three Scottish bodies was being 
planned. Time, however, has soon proved that 
their fears were without substance. Today, the 
same activities are being carried on with greater 
enthusiasm than ever before under the guidance 
of a Glasgow Local Committee and the global 
advantages derived from joining forces with the 
Edinburgh and Aberdeen Societies have far out- 
weighed any loss of local character or identity. 
Like the Clyde-built ship, the Glasgow chartered 
accountant is a most distinctive production and, 
however far he may wander from his native city 
or land, he is more than likely to retain the best 
elements that went to his making. 
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STATUTORY APPORTIONMENT 


FOR EXECUTORS, ADMINISTRATORS AND TRUSTEES 
by CYRIL A. WILLIAMS, A.C.LS. ` 


first duty is to bury the deceased. As a 

fundamental there can be no dispute about 
this. An executor has, however, a very important 
second duty (which, incidentally, is the duty of 
every administrator as well), that is to hold the 
scales equally and fairly between all the bene- 
ficiaries of the estate. 

Before 1834 nothing was apportionable by 
statute and any claims by a beneficiary for appor- 
tionment could only be maintained in equity. 
The Apportionment Act, 1870 (which super- 
seded the original Act of 1834), requires that 
certain payments shall be apportioned and the 
Settled Land Act, 1925, also has a little to say 
about apportionment. 


Í: has been rightly said that an executor’s 


Apportionment for Estate Duty 

The majority of the leading text-books fall into 
the error of stating that it is necessary to apportion 
for the purposes of estate duty. In fact this is a 
misnomer. For the purposes of estate duty a 
valuation has to be made and in some cases it is 
necessary, in arriving at the valuation, to add in a 
dividend about to be paid, or interest accrued up 
to the date of death. This is, however, only a valua- 
tion and the devolution of the dividend or interest 
itself is not affected — though in the case of money 
lent the interest accrued should be equal to the 
actual apportioned interest eventually received. 


Apportionment by Reason of the Act of 1870 


Section 2 of the Apportionment Act, 1870, 
specifies that rents (including rent-service, 


= rent-charge, rent-seck, tithes and all periodical 


payments in lieu of, or in the nature of rent), 
annuities (including salaries and pensions), divi- 
dends (payable out of the revenue of a trading or 
public company) and other periodical payments 
in the nature of come, shall, ‘like interest on 
money lent’ be considered as accruing from day 
to day and shall be apportionable in respect of 
time accordingly. At common law, interest on 
money lent had for long been regarded as accruing 


- from day to day -even though’ it was paid, or 


agreed to be paid, at intervals.} 
In connection with the expression ‘public 
company’ used in relation to dividends, it should 


1 Re Lewis ([1907] 2 Ch. 296.) 


be borne in mind that in 1870, when the Appor- 
tionment Act became law, there was no such thing 
as a ‘private’ company as we know it today. The 
‘private’ company did not come into being until 
much later (Section 121 of the Companies Act, 
1908, in which the 1907 Act was re-enacted first 
brought into use the expresssion ‘private’ 
company). 

Two cases which have been before the Courts, 
Re Lysaght ([1898] 1 Ch. 115) and Re White 
([1913] 1 Ch. 231) — the latter actually concerned a 
private company formed under the 1908 Act- 
have made it clear that the expression ‘public 
company’ used in the Apportionment Act means 
any company registered under the Companies 
Acts (presumably in addition to chartered and 
statutory companies) irrespective of whether the 
company is a ‘public’ or a ‘private’ company for 
the purposes of the Companies Act, 1908 and 
1929. Doubtless both an ‘exempt’ private 
company and a ‘non-exempt’ private company 
envisaged by the Companies Act, 1948, would 
count as a public company for the purpose of 
apportionment although it would not seem that 
any cases have yet been before the Courts to have 
the point determined. 

As to what constitutes a ‘dividend’; by defini- 
tion in the Act it includes a ‘bonus’ payable out 
of revenue, but not a return of capital, nor, 
generally, a capital bonus, but a quinquennial 
bonus given on life assurance zs apportionable.? 

On the subject of a capital bonus the usual 
authority for the statement that this is not 
apportionable is the case of Re Evans ([1913] 
1 Ch. 23). Against this, however, has to be 
considered the case of Re Despard ([r9or] 
17 T.L.R. 478) in which a bonus payable out of 
capital was decided to be apportionable. The 
difference in this instance lay in the fact that the 
company gave the trustees the option of taking 
either shares or cash. Had they taken the cash 
then that would have been a dividend, so the 
shares which they elected to take in lieu of the 
cash were likewise treated as a dividend. In the 
case of Re Evans, mentioned earlier, the trustees 
did not have any such option, they just had to 
take the shares which were accordingly regarded 
as capital in the hands of the trustees. 


2 Re Griffith ((1879) 12 Ch. 655.) 


312 


In connection with company , liquidation, a 
point to be borne in mind is that payments out of 
profit and loss account prior to liquidation are 
income in the hands of trustees, but once a 
company goes into liquidation it can no longer 
declare a dividend!~—its assets become frozen 
and the balance of profit and loss account 
eventually gets distributed as ‘surplus assets’ and 
becomes capital in the hands of trustees. 

To rank as a dividend an item need not be a 
recurring one? but it must be in respect of a 
definite period?. 

Normally dividends are regarded as accruing 
evenly throughout the period in respect of which 
they have been declared* — this is irrespective of 
the fact that part of the dividend, or indeed all of 
it, may have been paid out of the undistributed 
profits of earlier years. 


Special Rule for Cumulative Preference 
Dividends 


An exception arises in the case of cumulative 
preference shares when the dividend falls into 
arrear. For instance, owing to lack of profits a 
cumulative preference dividend for the year 
ended December 31st, 1947, might remain unpaid 
until, say, January 15th, 1955, when it might be 
found that the profits for the year ended Decem- 
ber 31st, 1954, are sufficient either by themselves, 
or with the addition of various small profits made 
between 1947 and 1954, to pay ‘the year’s 
preference dividend to December 1947. 

In such a case the dividend would be appor- 
tionable over the year ending December 1954 
when it was earned, or rather deemed to have been 
earned. Similarly, if the opportunity had occurred 
to bring the preference dividend right up to date 
then the whole of the eight years’ dividend would 
fall to be apportioned over the year to December 
1954. The leading cases on this point are Re 
Marjoribanks ([1923] 2 Ch. 307) and Wakley v. 
Vachell ([1920] 2 Ch. 205. 

Another interesting case turning on the question 
of arrears of cumulative preference dividend, is 
the case of Re Maclver’s Settlement ([1936] 
Ch. 198). In the circumstances of this case it was 
decided that where ordinary shares were issued 
in lieu of arrears of cumulative preference divi- 
dends, the ordinary shares belonged to the life- 
tenant as income. 


1 Re Armitage ({1893] 3 Ch. 337 C.A.) 
2 Re Griffith ((1879) 12 Ch. 655.) 
3 Re Fouitt ([1922] 2 Ch. 442.) 

4 Re Muirhead ([1916] 2 Ch. 181.) 
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The Treatment of Schedule A Tax 


Schedule A tax is a problem to itself. For a long 
time it has been regarded as accruing on a day- 
to-day basis and so is quite amenable to appor- 
tionment. The first point of difficulty is that of 
the period covered by the annual payment. 
The fiscal year runs from April 6th in one year to 
April 5th in the following year, so that the tax 
payable, say, for the year 1953-54 and payable 
on January Ist, 1954, would be considered as 
accruing from day to day over the period April 
6th, 1953, to April 5th, 1954. The tricky point 
arises in the case of a death occurring between 
January 1st, and April sth, after the full year’s 
tax had been paid. Payments in advance, as will 
be explained later, are not normally apportionable, 
but Schedule A tax has become so strongly 
linked with the theory of accrual from day to day 
that it provides an exception to the general rule. 
Thus Schedule A tax is apportionable even in 
such a case as that just mentioned. 


Generally 


The Act specifies that it applies to ‘payments’ but 
a little thought will make it clear that payment 
may be made fo a legal personal representative 
or by him, and so apportionment works both 
ways. The then Bishop of Rochester very kindly 
went to Court in 1906 to get this point cleared up. 

Normally the operation of the Apportionment 
Act is to divide an item between two parties — e.g 
the corpus (or capital of the estate) on the one 
hand and the life-tenant on the other hand on the 
occasion of the death of the testator, or, alterna- 
tively, between the life-tenant and the remainder- 
men on the death of the tenant for life. Other 
times at which an exact apportionment may fall 
to be made are on the attaining of the age of 
twenty-one (e.g. where an interest in the income 
commences on attaining twenty-one) or, of 
course, any other specified age, or on the occasion 
of the execution of a deed of release by a life- 
tenant. This latter can usually be avoided by 
agreement between the parties — if the point is. 
thought of soon enough for a suitable clause to 
be included in the deed. 

Lastly, but by no means least in order of 
importance, come the cases in which, by reason 
of detailed instructions to dispose of the income 
each year (and sometimes to make up a deficiency 
from capital) it is necessary to apportion the 
income over the anniversary of death in every 
year. This can be a very tedious business indeed. 
Let us suppose that an estate produces an income 
which varies between say, £400 per annum, in 
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the minimum years and {600 per annum in the 
maximum years, and the testator directs that the 
life-tenant is to receive {500 per annum in such 
a way that if the income is less than {500 the 
deficiency is to be made up from capital, and if the 
income exceeds {500 per annum then some other 
person is to receive the excess. Such excess 
cannot be properly calculated without resorting 
to annual apportionment. 

By Section 4 of the Act the apportionable part 
of any item may be sued for, but not by itself if 
the item is a continuing one, as it usually is. 
Effectively, this means that the beneficiary has a 
right to the apportionable part for which he may 
sue the trustee. Apportionment does not create 
any right between third parties and the beneficiary 
= indeed, apportionment is not the concern of 
third parties in any way. 

Sections 3 and 4 of the Act require that the 
apportionment shall be made, in the case of a 
continuing payment, when the payment of which 
it forms part becomes due and payable. Other 
items, e.g. odd fractions at the beginning or end 
of any period in respect of which no entire portion 
ever becomes due, are subject to apportionment 
when the whole portion would have become due 
if it had been a continuing item. 

In the case of goods specifically bequeathed, 
the income apportioned up to the date of death 
belongs to the capital of the estate and the legatee 
is not entitled to anything except the apportioned 
income from the day of death onwards — unless 
the will specially directs.+ 

Doubtless the same principle would apply in 
the circumstances of a settled trust legacy. The 
Intestates’ Estates Act, 1952, provides that the 
interest on a statutory legacy payable to a widow 
(or a widower) on an intestacy is now chargeable 
primarily on the income of the estate. This might 
seem to envisualize some sort of apportionment, 
but in fact it only means that whilst there is 
income available such income is to be debited, 
but if the income is exhausted by the payment of 
the interest, then capital must be resorted to. 
Those interested in the income tax side of this 
question will realize that if the interest on a 
statutory legacy is debited to capital, an assess- 
ment under Section 170, Income Tax Act, 1952, 
will almost inevitably arise. 


Items Not Apportionable 


Now it must be considered what is not appor- 
tionable. Payments in advance are not apportion- 


1 Pollock v. Pollock (1875) 18 Eq. 329.) 


THE ACCOUNTANT 


313 


able by reason of the Act. Thus, where a testator 
has received a quarter’s rent in advance and dies 
before the expiration of the quarter, no adjust- 
ment falls to be made -— although, as stated 
earlier, the life-tenant would have’ to pay the 
Schedule A tax from the date of death onwards! 
The reason why payments in advance are not 
apportioned is that the law regards as done, 
that which is done, and does not seek to undo it. 
The judge, in the case of Ellis v. Rowbotham 
(roool r Q.B. 740) said: 

‘The Act cannot operate in circumstances such 


as this as there is no room for the operation of the 
Act.’ 


Rates and insurance premiums are examples of 
items normally paid in advance. 

Similarly, an interim dividend received by the 
deceased cannot be adjusted except when a final 
dividend is received which is large enough to 
enable the position to be adjusted by apportion- 
ment of the final dividend. 

The question is sometimes posed as to whether 
an item due and payable in advance, but not 
actually paid on its due date, is apportionable or 
not. For example, a quarter’s rent due on 
December 25th, 1954, in advance, becomes 
payable, but on January roth, 1955, the landlord 
dies without actually receiving the rent. When 
the executors of the landlord eventually receive 
the rent, should they apportion it? There are 
arguments both ways, but the general consensus 
of opinion, with which the writer joins but 
hesitantly, is that the circumstances are covered 
by the Ellis v. Rowbotham case quoted earlier 
and that such rent, when received, is not appor- 
tionable. 

Where income is alienated by the operation of 
protective trusts there is no apportionment.? 

Section 6 of the Act specifies that annual 
sums payable under a policy of insurance are not 
apportionable. e 

Profits of a private partnership or single ` 
venture are also not apportionable.? This means 
that when received, partnership profits are either 
all capital, or alternatively, all income. 'The guiding 
tule is that where the profits are for a period 
ending with the death of the testator then the 
profits are capital,* but where the profits are for 
a period covering the date of death (i.e. ending on 
some day after the death) then, in that case, the 
profits are all income.® 


2 Re Jenkins ([1915] 1 Ch. 46.) 

3 Zones v. Ogle ((1872) 8 Ch. 192.) 

4 Ibbotson v. Elam ((1866) L.R. r Eq. 188.) 
5 Browne v, Collins (12 Eq. 586.) 
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If desired, the whole business of apportion- 
ment may be avoided, for Section 7 of the Act 
provides that the Act shall not apply in any case 
in which it is expressly stipulated that no appor- 
tionment shall take place. This means that it is 
quite legal for a clause to be inserted in a will or 
deed stipulating that the Apportionment Act is 
not. ro be applied in the course of the administra- 
tion of that will or deed. 

- In the case of sales and purchases during the 
ordinary course of the administration, neither 
the purchase moneys nor the sales moneys are 
apportionable. It is easy to see, particularly in 
the case of a fixed interest stock, that all other 
things being equal, the price of a stock will tend 
to rise gradually throughout the half-year as 
dividend day approaches. Buyers will pay more 
for a stock on which a dividend will be received 
in two months than they will for a similar stock 
on which a dividend will not be received for 
five months. In the case of stock exchange invest- 
ments, the rise in price is checked not on the 
actual dividend day, but on the day on which the 
stock is quoted ‘ex div’ on the Stock Exchange. 
The price receives a set-back which is directly 
related to.the amount of the dividend or interest 
and the process starts all over again. Clearly 
then, every time an investment changes hands 
the purchaser is in fact buying a part of the next 
dividend or interest. In Scotland, a trustee has to 
calculate the amount of a future dividend which 
is included in the purchase price and to make an 
apportionment in his books accordingly. In 
England we are spared all this trouble. The 
leading cases are Re Walker ([1934] W.N. 104) 
and Bulkeley v. Stephens ([1898] 2 Ch. 241) in 
which it was decided that (dealing specifically 
with a sale by a trustee) the proceeds were all 
capital. 

The Henderson Case 

On the death of a life-tenant, difficulties some- 
times arise because the residuary legatees press 
the trustees either to sell the stocks with a view 
to a quick cash distribution, or to transfer the 
stocks to them without waiting for the receipt of 
dividends or interest which would ordinarily be 
apportionable. This point has been the subject 
of a great deal of litigation, but the modern 
approach can be gathered from the judgment of 
Re Henderson ([1940] Ch. 368) (not to be confused 
with an earlier case of the same name, on the 
same topic) in which the judge made it clear that: 

(a) Where the stock continues to be held and 

the apportionable dividend is in fact 
received, then it should be apportioned. 


THE ACCOUNTANT 


March 19th, 1955 


(b) Where the stock is transferred to a residu- 
ary legatee, then the trustee ought not to 
have transferred the stock (without waiting 
for the apportionable dividend to come in), 
but, having done so, the transferee must 
make good the deficiency to the deceased 
life-tenant. | 


- (c) Where the stock is sold the life-tenant 
receives nothing except in certain special 
circumstances which take into account the 
purpose for which the stock is sold. 


The Settled Land Act 


Finally we come to the particular kind of appor- 
tionment provided by the Settled Land Act, 
1925. What is settled land? Section 2 of the Act 
defines it as ‘land which is deemed to be the 
subject of a settlement... .’ This definition is not 
very helpful but the late Dr Ranking in his book! 
puts it a better way. He describes it as 


‘land limited to several persons in succession so 
that the person for the time being in possession or 
enjoyment of it has no power to deprive the others 
of their right to future enjoyment’. 


Sections 47 and 66 of the Settled Land Act 
deal respectively with mining leases and the sale 
of timber. Now it will be appreciated that if 
land is mined intensively or the timber cut to 
excess, then there will be a certain amount of 
wastage. Normally a tenant for life has to make 
good this wastage, in which case he is said to be 
impeachable for waste. Sometimes, however, the 
terms of the settlement authorize the tenant for 
life to take the full benefit of the land without 
regard to the fact that the asset is thereby 
slowly becoming exhausted. In this event the 
life-tenant is said to be unimpeachable for waste. 

With regard to the question of apportionment, 
Section 47 lays it down that in the case of a 
mining lease, where the tenant for life is impeach- 
able for waste, three-quarters of the rent shall go 
to capital, but that otherwise (e.g. where the 
tenant for life is unimpeachable for waste) only 
one-quarter shall go to capital. 

Further, Section 66 lays it down that where a 
tenant for life is impeachable for waste, then 
three-quarters of the proceeds of sale of timber 
shall go to capital. The consent of the trustees 
(or of the Court) must be obtained before the 
timber can be sold. A tenant for life who is unim- 
peachable for waste.is entitled to all the proceeds 
of sale of timber at common law. 


1 Ranking, Spicer and Pegler’s Executorship Law and Ac- 
counts. H. F. L. (Publishers) Ltd. ` 
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PAYMENTS TO EMPLOYEES IN 
RESPECT OF EXPENSES 
BENEFITS IN KIND ° 
by T. J. SOPHIAN 


ITH the object of defeating schemes of 
\ . tax avoidance,. aimed at providing 
directors and other officials of com- 
panies (or partnerships) with benefits and charg- 
ing their cost as expenses of the employer, 
Parliament enacted in 1948 Part IV of the Finance 
Act of that-year. These provisions, now repro- 
duced in Chapter II of Part VI (Sections 160 et 
seg.) of the Income Tax Act,. 1952, introduced 
important alterations in the law. 


Classes of Benefits Affected 


Certain classes of benefits are affected, and they 
are stated in Section 161 (1) as being living or 
other accommodation, entertainments, domestic 
or other services and other benefits or facilities of 
whatsoever nature. 


. Excepted Benefits 
Certain benefits, on the other hand, are expressly 
excepted. These excepted benefits consist of: 
(a) The provision in any of the company’s (or 
partnership’s) business premises of any accom- 
modation, supplies or services, used solely by the 
director or employee in performing the duties of 
his office or employment (Section 161 (2)). 
. (b) The provision, in any part of the company’s 
(or partnership’s) business premises which in- 
clude living accommodation, of living accommo- 
dation for any employee (other than a director of 
the company or of any ‘associated company’), 
required by the terms of his employment to 
reside there for the purpose of enabling him 
properly to perform his duties (Section 161 (3)). 
In order, however, that such living accom- 
modation should rank for exemption, it must be 
established that the provision of such accom- 
modation is either in accordance with a practice 
obtaining since before July 30th, 1928, in the par- 
ticular trade, in relation to employees of that 
particular class, or that it is necessary in the par- 
ticular trade that employees.of that particular 
class should reside on premises of that class 
(provisos (a) and (b) of Section 161 (3)). 
(c) Meals in canteens in which meals are pro- 
vided for the staff generally (Section 161 (4)). 
(d) Pensions, annuities, lump sums, gratuities, 


or other like benefits to be given on death or 
retirement, to the director or employee himself, 
or to his wife, children or dependants (Section 
161 (6)). 

(e) Any benefit or facility of whatever kind, 
provided for the director or employee, in so far 
as the cost thereof is made good to the company 
by such director or employee. This exception 
arises from the words in Section 161 (1) itself. 

(f) Any payment made or thus provided by 
the company (or partnership) for any director or 
employee, in respect of which no additional tax 
would fall to be paid even if Sections 160-168 
(i.e. Chapter II of Part VI) of the Income Tax 
Act, 1952, were applied, provided that the appro- 
priate statement and procedure outlined in Sec- 
tion 164 are carried out. 

It is to be noted that the proviso to subsec- 
tion (1) of Section 161 expressly preserves the 
right of deducting under paragraph 7 of Schedule 
E (Ninth Schedule) of the Income Tax Act, 1952, 
travelling expenses necessarily incurred in the 
performance of the duties of the office or employ- 
ment and other expenses wholly, exclusively, and 
necessarily expended in the performance of the 
duties of such office or employment. 

There would be no point, therefore, in includ- 
ing any such expenses for assessment under 
Chapter II of Part VI, if in fact these are expenses 
which are legitimately allowable to the director 
or employee as a deduction under Schedule E, 


for the addition to the emoluments. would be 


counterbalanced by the equivalent deduction 
therefrom. 
Special Procedure 


With a view to avoiding the inconvenience that 
would result if the expense in question was in 
the first instance treated as part of the emolu- 
ments of the director or employee, and later 
made the subject of an application for a corre- ` 
sponding deduction, Section 164 of the Income 
Tax Act, 1952, provides a special procedure to 
be followed in such cases. 

Under this procedure, the company must 
furnish a statement to the Inspector of the 
circumstances in which the particular payment 
is made, or the benefit is provided. The Inspector 
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if he is satisfied, will notify-the company accord- 
ingly that no additional tax would fall to be paid. 

The Inspector, however, is entitled subse- 
quently to revoke the notification. 

(g) Benefits in respect of which no expenditure 
has been incurred by the company (or partner- 
ship). This follows from the language of Section 
161 (I) itself. Thus, if the employer provides 
some benefit for the employee, such as living 
accommodation and bona fide charges the latter 
a proper rent for the same, Chapter II would 
not apply. 

Effect of the Section 

The object of Chapter II is, as already ex- 
plained, to bring into the tax net expenditure 
incurred by the employer in the provision of such 
benefits, which expenditure, while being deduct- 
ible, in arriving at the taxable profits of the 
employer, would not constitute any part of 
the income of the employee, the recipient of the 
benefit. Section 161 (1) meets the tax avoidance 
by rendering the expense one which is to be re- 
garded as having been incurred by the employee, 
and recouped to him by his employer, in the 
form of a ‘payment in respect of expenses’. 

This notional payment in respect of expenses 
therefore comes within the purview of Section 
160, which deals with factual payments of ex- 
penses by the employer company (or partnership) 
to the employee; and, by virtue of subsection 
(I) of this section, the payment is thereupon, 
ceteris paribus, to be treated as a “perquisite’ of 
the office or employment of the employee, liable 
to tax under Schedule E, subject, however, to a 
right on the part of the employee to claim a 
deduction for any expenditure wholly, necessarily 
and exclusively incurred in the performance of 
the duties of his office or employment (para- 
graph 7 of the Ninth Schedule of the Income 
Tax Act, 1952). | 


Valuation of Benefits 


The provisions of Section 162 with regard to the 
valuation of the benefit provided by the em- 
ployer for the employee are somewhat complex. 


Property Retained by Employer 
If a benefit is given in the shape of some article, 
for instance, and the property (which may be 
only an interest and not absolute ownership) in 
that article is retained by the employer, the cost 
to the employer of acquiring or producing that 
article will be ignored (subsection (2) of Section 
162). Thus, for instance, if the employee is 
provided by his employer with a motor-car for 
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use in his office or employment, no part of the 
cost of acquisition of the motor-car by the em- 
ployer will be regarded in the valuation of the 
benefit. 

On the other hand, the use by the employee 
of the asset which is and remains the property 
of the employer must be valued. The annual 
value of such use must be taken into account 
and will constitute part, at-any rate, of the value 
of the benefit received by the employee. 


‘Property’ Not Necessarily Absolute 
Ownership 

When Section 162 refers to ‘property’ it would 
seem that it does not necessarily refer to abso- 
lute ownership. The employer need not have 
absolute ownership in the particular article which 
he is providing for his employee. It is sufficient 
if he has any interest in it, such as to entitle him 
to have possession and use of the property. Thus, 
the owner may rent or hire the article in ques- 
tion and pay a rent for it, while it is being used 
by the employee. 

It has already been pointed out that it is neces- 
sary to value the benefit of the ‘use’ being made 
by the employee of the article provided for his 
benefit by the employer. 

If the employer has absolute ownership in the 
atticle, then a figure must be put on the annual 
value of the article, that is to say the annual sum 
which a person would have to pay for the privi- 
lege of being allowed to make use of the article. 
In such a case all that can be done is to arrive at 
a reasonable estimate. The practice of the Inland 
Revenue is to take a straight line rate based on 
the wear and tear allowance. Thus in the case 
of a motor-car the rate works out at o per cent of 
the capital value of the car each year. 

Where the employer has not absolute owner- 
ship, but is hiring the article, the hire-rent which 
the employer pays will, prima facie, be taken as 
the annual value of the benefit, i.e. the use which 
the employee is being allowed by his employer 
to make of the article, if such hire-rent is equal 
to or greater than the proper annual value of 
the use of the article. In such circumstances the 
employer will be regarded as incurring the 
amount of the hire-rent actually paid as expendi- 
ture, under Section 161 (1), and such sum 
therefore will represent the annual value of the 
benefit being received by the employer in the use 
of the article, and that sum accordingly will be 
treated as a ‘perquisite’ of the employee’s office. 

But where the rent or hire paid by the em- 
ployer for the article is less than the annual value 
of the use of the article, as might happen where a 
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principal company allowed a subsidiary to have 
the article at a nominal rent, the actual annual 
value of the use of the article would be taken 
and the amount thereof would be treated accord- 


ingly as part of the perquisites of the office of 


the director or other employee. 

Cases may occur where the property in a par- 
ticular asset is transferred by the employer to 
the employee. In such a case the employer will 
be regarded as having incurred in the particular 
year an expense equivalent to the value of 
the article (which may have depreciated since the 
date of its initial purchase), as at the date of the 
transfer. Such value will be taken as a perquisite 
of the office or employment of the employee 
(subsection (2) of Section 162). 


Value of Accommodation 


If the employer provides living or other accom- 


modation for the director or employee, and is 
assessed to Schedule A in respect of it, the amount 
of the Schedule A assessment paid by the em- 
ployer would be regarded as part of the value of 
the benefit received by the employee in respect 
of the occupation by him of the property. If the 
employer paid no rent or paid a rent less than 
such annual value, the annual value would still 
be taken as the value of the employee’s benefit. 
This would be the position where the employee 
himself though actually occupying the property 
was not treated as the occupier for the purpose 
of Schedule A and the employer was regarded for 
this purpose as the occupier. Such a situation 
would arise when the occupation of the employee 
was in the nature of a service occupation, that is 
to say, where the employee was required for the 
performance of his duties to reside on the 
premises. 

If he was a tenant, on the other hand, or if he 
was permitted by his employer to occupy the 
premises, then he and not his employer would be 
assessable under Schedule A and he would be 
liable for the Schedule A tax. In such a case, the 
provisions of Chapter II of Part VI would not 
operate. 

If the employer paid other expenses in rela- 
tion to the occupation of the premises by the 
employee, such as rates, the cost of repairs and 
the like, then such expenses would be regarded 
quite independently of Chapter II of Part VI, as 
part of the emoluments of the employee (Nicoll v. 
Austin (19 T.C. 531; 14 A.T.C. 172)). The 
position, it appears, would be the same in such a 
case as where the employer discharged obliga- 
tions, which otherwise would have to be dis- 
charged by the employee himself. An instance is 
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afforded by the purchase of a season.ticket by 
the employer, for the employee to enable the 
latter to travel between his home and his place 
of employment. Such an expense, if discharged 
by the employee would not be deductible by him 
for the purpose of his assessment under Schedule 
E and as the benefit is capable of measurement 
and actual valuation in £ s d by the price of the 
ticket, the amount thereof would be regarded as 
part of the emoluments of the employee. 

What should be carefully observed with regard 
to Chapter II of Part VI is that it is intended to 
close a gap and to cover cases in which the em- 
ployee obtains a benefit in the shape of the use 
or enjoyment of property or chattels, not easily 
capable of measurement. Chapter IT does not in 
any way affect the ordinary principle, that if a 
consideration for the employment is given, not in 
cash, but in kind, which is convertible into 
£ s d, such equivalent in £ s d will be regarded 
as part of the emoluments of the employee. 

There may be a certain overlapping, perhaps, 
of the specific provisions of Chapter II over these 
general principles. If so, these principles, in their 
particular application, are more stoutly confirmed 
by the statutory recognition they receive. | 

There are general limitations on the operation 
of Chapter II of Part VI. 


Employments within Chapter IT 


Thus under Section 163 (3) the application of the 
chapter is limited to employments at the rate of 
£2,000 per annum or more. For this purpose, 
however, the calculation of the emoluments 
must be on the basis that, on the one hand they 
include payments of expenses and provision of 
benefits of the kinds referred to respectively in 
Sections 160 and 161, and that they exclude, on 
the other hand, deductions in respect of expenses 
incurred wholly, exclusively and necessarily in 
the performance of the duties of the office 
(Section 163 (3)). 

If the same person has several silent: 
under the same employer, the remuneration 
from each, calculated on the same basis as that 
indicated, must be totalled for the above purpose, 
and where the total amount is {£2,000 p.a. or 
more, each of such employments will fall within 
Chapter II (Section 163 (3) (a)). 

In the case of directors, every employment of 
him under the company will fall within Chapter 
II (Section 163 (3) (0)). 

Where a company has control over any other 
company, every director or employee of such 
other company will be regarded as a director or 
employee of the controlling company as well. 
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In such a case, therefore, regard would have to 
be paid to the remuneration received from every 
employment of the director or employee by such 
other company as well as by the.controlling com- 
pany, for the purpose of determining whether the 
remuneration amounted to £2,000 per annum or 
more; and, further, every such employment 
would fall within Chapter II (Section 163 (4)). 


Meaning of ‘Director’ 
The definition of ‘director’ in subsection (1) of 
Section 163 must also be noted. A director for 
this purpose may be a member of-a board of 
directors or similar body (paragraph (a)), or a 
single director or a person in a similar position 
who manages the affairs of a company (para- 
graph (b)), or merely a member of the company 
in cases where the affairs of the company are 
managed by the members themselves (para- 


graph (c)). 
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Even a person who is neither a director nor a 
member may be regarded as a ‘director’ for the 
above purposes, if he is a person in accordance 
with whose directions or instructions the directors 
(as above defined) are accustomed to act (Sec- 
tion 163 (1), proviso). 

The guiding power of the company, therefore, 
might be vested in a person who was neither a 
director nor a member of the company, and the 
person invested with these powers would be 
treated as a ‘director’ for the purpose of Chapter 
II. 


Meaning of ‘Employment’ 
Finally, ‘employment’ means an employment, 
the emoluments of which are taxable under 
Schedule E, an ‘employee’ including any person, 
other than a ‘director’ in the special sense above 
described, who takes part in the management of 
the affairs of the company (Section 163 (2)). 


WEEKLY NOTES 


Compensation not Subject to Profits Tax 


The Court of Appeal has allowed the appeal of 
Butterley Co Ltd against the decision of Roxburgh, J., 
that income compensation in respect of the national- 
ization of the company’s colliery business was charge- 
able to profits tax (The Times, March 11th, 1955). 

The company carried on a number of trades, includ- 
ing coal-mining, none of which was exclusively 
ancillary to its main trade of iron-founding. As from 
January rst, 1947, its coal-mining trade was national- 
ized and thereafter it received ‘revenue payments’ 
under the Coal Nationalization Acts pending the 
ascertainment of the compensation payable in respect 
of the transfer. The Crown sought to include these 
revenue payments in the assessments to profits tax 
on the company. The Special Commissioners held 
that the payments were income but were not profits 
of any trade carried on by the company in the relevant 
chargeable accounting periods and were not ‘income 
received from investments or other property’. 
Roxburgh, J., allowed the Crown’s appeal from this 
decision, holding that the payments were income 
from property. The company appealed to the Court 
of Appeal where it was held that the payments did not 
arise from any trade or business carried on by the 
company in the relevant periods. The Court of Appeal 
rejected the Crown’s contention that since the com- 
pany was a trading company all income receipts must 
be brought into account for profits tax purposes. The 
Master of the Rolls pointed out that the transfer of 
the mining trade was a forced one; if it had been a 
voluntary act the decision might have been different. 
Jenkins, L.J., said that to treat the payments as 
income from property, as Roxburgh, J., had held, did 
not conclude the matter, because the income, to be 


chargeable, must also be profits arising from a trade 
or business. 

Leave was given to the Crown to appeal to the 
House of Lords. 


Housing Repairs and Rents 


Part II of the Housing Repairs and Rents Act, 1954, 
which provides for increased rents of controlled 
houses where the landlord spends certain amounts on 
repair, continues to be under fire. In our issue of 
February 19th we referred to a memorandum which 
the National Federation of Property Owners had 
sent to the Chancellor of the Exchequer on the 
unfortunate repercussions of income tax law on the 
increases of rent and repairs expenditure. The 
Federation has now made representations to the 
Minister of Housing and Local Government on other 
matters which are dissuading property owners from 
taking advantage of the new Act. 

The Federation claims that the great majority of 
property owners, particularly those owning small 
cottage property, consider that the repairs increase 
would be of little help to them, owing to the con- 
ditions imposed, and that they do not intend to claim 
it. The memorandum summarizes the results of 
inquiries made of the Federation’s members about ` 
the practical working of Part II of the Act. Some 
illuminating extracts from replies are attached to the 
memorandum as an appendix. 

One of the principal deterrents to property owners 
is that if they serve a notice of increase in rent the 
tenant may obtain a certificate of disrepair and they 
will lose the 40 per cent increase of rent under the 
Rent Restriction Act, 1920, as well as the increase 
provided for by the 1954 Act. It is also objected tltat 
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certificates of disrepair are given too readily and often 
for insufficient reason. The landlord’s only remedy 
is expensive litigation. A tenant who has obtained a 
certificate of disrepair is not under any duty to serve 
a copy on the landlord within any specified time 
(Section 26 (2)) so that the landlord may be unaware 
that the certificate has been given. A good landlord 
may be penalized by the fact that he has always kept 
the property in the best repair and therefore has not 
had to spend a large sum in the qualifying period. 
Moreover, where a house is rated at a very low figure, 
the maximum increase may not be worth claiming. 
Another grievance is that where expenditure has 
been made en bloc on a number of houses, it is not 
possible to apportion it to individual houses. Other 
complaints arise from the cost of repairs and the fear 
of antagonizing tenants when increases are made. 


Casting and Costing 


On Monday of this week, the British Productivity 
Council published a review of productivity in the 
bronze- and brass-casting industry. It criticizes this 
section of the foundry industry for being reactionary 
and suggests, inter alia, that much more attention 
should be paid to modern costing methods. The brass- 
foundry productivity team which visited the United 
States found that foundry executives in America were 
acutely cost-conscious and that each plant visited had 
a costing system of one form or another. The 
Council’s report points out that sound costing 
methods are all the more necessary at present because 
of the recent sharp increase in the price of copper and 
. quotes the policy of the Council of Ironfoundry 
Associations in helping to spread such knowledge 
among its members, both by the circulation of 
technical literature and by arranging meetings 
between local associations and cost consultants. 


Higher Farm Price Guarantees 


A White Paper on agriculture issued last week pointed 
out that the official policy of trying to increase net 
agricultural output is unchanged. This is to be pur- 
sued by aiming to secure a more rapid improvement 
in economic efficiency by raising quality, catering for 
- consumer choice and reducing costs of production. 
While the Government is reluctant under free market 
conditions to lay down commodity production targets, 
it hopes to raise net output in three ways. First, by 
increasing the production of beef, mutton and lamb; 
second, by raising the yield of crops; third, by reduc- 
ing the bill for imported feeding-stuffs. This last is 
to be achieved by more ley farming, improved 
management and the use of grass and skill and 
economy in the use of concentrated feeding-stuffs. 
The effect of the Government’s policy is likely to be 
_ to raise the minimum income guaranteed to farmers 
by £28 million in the incoming farming year. Of this, 
£164 million represents an increase in guaranteed 
minimum prices for certain products and {11} million 


1 Obtainable from the British Productivity Council, 21 
Tothill Street, London, SWr. Price 2s 3d. 
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an increase in production grants to farmers. The only 
increased outlay for the Exchequer will be for the 
production grants. 


Trade Gap Narrows Slightly 
Provisional figures for the United Kingdom export 
trade in February put it at £233 million which is 
nearly £16 million less than in January, but £32 
million more than in February last year. February is 
a short month and if January and February are taken 
together, exports work out at 13 per cent higher than 
the corresponding period of 1954. Imports, however, 
increased by as much as 23 per cent, comparing 
January and February of this year with the same 
months last year. Taking February alone, however, 
the visible trade balance showed a deficit of £67°5 
million compared with £73-4 million in January. 


The Shipbuilding Outlook 


In their annual report for 1954 the Liverpool Steam- 
ship Owners’ Association are concerned with two 
problems in particular. These are the replacement of 
ageing tonnage and the increase in flag discrimination. 
The report points out that the problem of replacing 
shipping tonnage is particularly acute in that block — 
over one-fifth of the merchant fleet — which was built 
before the last war and consists of about 500 ships of 
2,000 gross tons and over plus a number of smaller 
coastal vessels. The Association once more draws 
attention to the taxation difficulties of the ship- 
building industry. It is true that heavy taxation is a 
burden on shipping companies but the consequence 
of that fact can be over-emphasized. It is evident 
from the speed at which cancelled orders were replaced 
by new ones towards the end of last year that 
there is a considerable demand for new tonnage. It is 
true that the older steamships have proved un- 
economic when freight rates are depressed, but many 
of them have proved uneconomic even when those 
rates are at a high level. It is becoming increasingly 
probable that the older steam vessels will have to be 
replaced by motor ships and, in fact, that the future 
of British shipping lies in the development of new 
construction and engineering techniques. Fortunately 
there are plenty of indications that the shipbuilding 
industry is able to accept this challenge. 

Flag discrimination is becoming an increasingly 
critical issue in international shipping. A few weeks 
ago the Organization for European Economic Co- 
operation put out a document calling for a halt in the 
growth of discriminative practices. Coupled with flag 
discrimination is the growth of registration of ship- 
ping in countries which are not parties to international 
agreements, a device which reduces operating costs 
but also lowers the standard of maintenance of the 
ships and working conditions of the seaman. More 
subtle forms of constricting freedom in world ship- 
ping are such devices as the insistence by the 
American Government that it will accept foreign 
currency in payment for commodities, provided a 
proportion of them are moved in American ships. 





320 


THE ACCOUNTANT 


March 19th, 1955 


FINANCE AND COMMERCE 


Strengthening of sterling in the foreign exchange 
market has been reflected in some slight stiffening of 
tendency on the Stock Exchange. But the growing 
realization that 44 per cent Bank rate is unlikely to 
prove the temporary measure it was expected to be 
prevents any firm recovery in the stock-market. 
Business has fallen away considerably and is unlikely 
to show any real improvement until after the Budget 
is out of the way. 


Tobacco 


Smokers and non-smokers alike, for their respective 
reasons, will view with interest the reprint of the 
consolidated accounts of The Imperial Tobacco 
Company (of Great Britain and Ireland) Ltd for the 

ear to October 31st, 1954. Tobacco is a tremendous 

usiness right from its growing to the retail distribu- 
tion. But it is also the great ally of the Chancellor of 
the Exchequer who obtains from it some {600 


million plus of revenue with comparatively little 


effort compared with the fuss and bother entailed in 
the collection of £300 million of purchase tax or the 
£1,800 million of income tax, for instance. Time and 
again, it has been said that a new increase in the 
tobacco duty will set in motion the law of diminishing 
returns but a new generation of smokers comes 
forward to accept the new price level as normal. 
Or so it seems. 

Sir Robert Sinclair, the chairman, however, is not 
so sure. In recent years, he points out, Canada has 
provided an ‘admirable’ example of the ill-effect of 
an excessively high rate of duty and the benefits of a 
reduction. Coming nearer home, he says, a comparison 
with Southern Ireland points the moral. There, since 
1938, consumption per head has increased by 45 per 
cent while the duty has gone up by 248 per cent. In 
the United Kingdom over the same period, con- 
sumption per head has increased by rs per cent 
while the duty has gone up by 512 per cent. 


Finance of Duty 


A major problem of the industry, says Sir Robert, is 
to finance the tobacco duty at its present very high 
rates. He has never conceived it necessary to provide 
the whole of that finance out of profits: Nor could 
they expect to provide from profits the very large 
amount that may be required in any one year for an 


addition to leaf stocks, an addition small in terms of 


months’ using but very large in value because of 
the size of the turnover. The extent of the company’s 
borrowings not only under the heading of loan 
capital (for which a funding operation was arranged 
during the year) but also in acceptance credits and 
bank overdrafts will be noted. 

In his general review of taxation, Sir Robert makes 
a plea for consideration of the effect of taxation on 
higher incomes so that there can be ‘some tangible 
reward for some greater skill or effort or knowledge’. 


He thinks most people would agree with the fairness 
of this if the facts were properly understood. There 
is the difficulty, amounting to frustration, in giving 
adequate reward for special service by key men, 
service which may take the form of much greater 
responsibility or the development of a new and 
valuable technique which adds materially to the 
prosperity of an undertaking. 

In regard to its employees generally, the company 
‘has shown a practical sympathy with the ideals of 
profit-sharing’ by means of the ‘gift’ of 13 per cent 
on actual earnings. Ë 


'Too Late 


By the time these lines are in print, the accounts of 
Hide & Co Ltd, general drapers and furnishers, for 
the year to January 31st, 1954, may have been issued. 
On the other hand, it would not be surprising if 
shareholders were still awaiting the accounts so 
leisurely does this company’s accounting proceed. ` 
The main profit figures have already been pub- 
lished (on February 17th) together with the final 
dividend for the year of 25 per cent, making a so per 
cent total, an interim of 25 per cent for the year to 
January 31st, 1955, and a one for four scrip issue. 
‘Back in November, the directors announced that 
in view of the possibility of offers being made for 
the company’s capital, they had decided to have 
certain properties revalued. The revaluation was then’ 


nearing completion and would, it was stated, be - 


incorporated in the accounts to January 31st, 1954, 
which were to be published ‘shortly’. 

In July 1954, there was an interim dividend 
announcement of 25 per cent for the year to January 
1954. In May, shareholders were told of the acquisi- 
tion of two more stores, etc. 

On April 30th, 1954, there was an extraordinary 
general meeting to approve a scrip issue and a 
preference capital reorganization. On the same day, 
shareholders assembled in general meeting to receive 
the accounts for the period to January 31st, 1953. 

It is surely unsatisfactory that in March 1955, 


- shareholders should be waiting for the accounts 


of the year to January 1954. It is bad enough when: 
such delay is exceptional. With this company it 
seems to be becoming a habit and appears to indicate 
that the oft repeated plea for speedy company report- 
ing has fallen on deaf ears. 


Money Market 


The expected sharp rise in the Treasury bill rate did: 
not take place on March 11th. The market maintained 
the bid at Zog rs, but the average discount rate was’ 
still nearly 4d higher than the previous week at’ 
£3 16s o-65d per cent. It had been considered that: 
with a number of houses ‘in the bank’ during the: 


-week thé market would have lowered its bid and: 


thereby increased the rate appreciably. E 


Ñ 


321 


THE ACCOUNTANT 


March 19th, 1955 


Un ad 


F19'968'FEZ7 





TZC'620'061 


9LC'0S¢'TI 


1Z78'E76 


Se EPP TE 


—Ñsas [s Ñ asp.  -— er err 


#561 eut aqoy Jays ə5ue[eg pazEpijosu0O5 





gCE ent 
68590! 

+0) gtt ge 
EOZ eet II 





IZE‘E08 
LIt‘LLy 


88Z'691'11 





809“9S6'6 


£8998" IZ 
br9‘0r8'O! 





Ekü aka o) 


*As0Q91995 ' ADAM LY Vd -r 3 
*ubWIbYy*) Andagq 7  NOSNYV “AA D 
“UDUIDYD 'YIVTONIS "TN 


“2upqouno23y əy) 
‘JUEIUNOIY p9.ə311ieuo 


‘SLYIJOY `A `d 


use3 pur sə3sue|eq yueg 
sauəuussəAu| Kisusg 

$30199q 

peoige sucjzezjuess0 


Sujdnq Jed 03 SƏJULApL pus 3503 aqewuyxoidde mojaq 40 IL 43035 


Siss JUANI 


suto] 
3S09 3 (pazonb Aljejaiyo zou) saueys 


(ese dÉ $193 bS61 "kg rr re? ESE! "open ek KEE 


106°9EZ 


LOL‘612°6 


149° 1ST 
BrE'!L6°6 








oe mec) 
109‘ Ip €Z 


Sh6'98£ 
Kl ai 





Dot eps 
FOE ett oi 


€91'€07 
Ori 'ZEZ'9I 


z 





** 3s03 38 (pəjyonb) səseys 
SJUDLUZSBAU] Spt L 


3SOD Je Saigue 
(9 93ON 99S) pə3epriosuo2 JOu səraeipisqns 


oe ge .. 


39ə9uçs Ə5uv|eg pə3epl|os 
-UON ƏY? ul səlJ9|pisqnçS JO SISSE you au jo 
NBA YOO] 43 JO uojae1oduooui 343 uo BUSHY 


Do usa sJUNOWY Ssə7 
Sales JO spəə35o1id ssə| '3so>5 ay 
Lee Opes] pue sur 3uə3sced Mpoo 


Vonpgtaidap 1oj uojsiAO:d S597 


ee ae ae ee ae Sales jo 
spessoud Sea "Brei ‘ys Amt uo 9n[°A yooq 1 
UO}IEN LA IB pue 3so3 IV 
1°239 ‘Asauyyrep) 'jucjd 


Goiägtäaidap Joj uolsjAO.1d Ss37 


“e Sa Stéi ‘ast X[nr uo onyjea 3ooq IW 
Hopeniga 26 pue 3so5 IY 
tsgulpiing pue pury 
s3ƏsSWV PƏxX1.I 


OLL'96E1Z7F 








0Z0'6S£'8/l 








GT 


8£6'S78 
II ZS 


BEL EIT II 








LS6°¥9S'0E 
PLE'SS6'6 
LON SET 





LOL‘6IL6 


ZOE'62Z 
600'6%6'6 








£85°609'0Z 
ZI8'ZzZI'Ol 


SZ/'8998'll 
ZE 166'1Z 


91 T6EE 
9TH'TSI'IT 








99L°98F'O! 


LZE'PLS'S 
£60'190'9! 


E9I'EOZ 
0£6'258°S | 





7 
£561 





+19'968'bETF 











Ze tkkita 
SEG'IEL 
£89'SEZ 
625'T60'8Z 
000‘000'S 
08Z‘€86'9Z 
$91°987 
SS9'Z76'SP 
669'/76'S 
000'000'0Z 
000'000'0! 
000'000'0) 
yEB‘ES 
090'rEZ'O! Í 
hZ6'OSP'ËII 
I8BZ'IEZ'6E 
6%6'SZ9'| 
TEE'SSO'BE 
SEO AIS 
Lie tere 
61E'S8EPE 
ZZ8'09/ 
9|8'8S6'ZZ 000ʻ000‘S87 
088'001'09 000ʻ000ʻ0Z 
8BIT'BEF'T  000'000ʻE 
69¢'097'S ` 000'000'9 
6t ee k  000'000'9 
IIs 01u] ae 17 
P39349AUO5 jo SƏJeys HI 
put panss; pəzoy?zny 


SHINVIGISANS ANY 
OUNI anvas ONY NIVLIYVG LYSYD JO) ANYVJdWOD O25VgO.L TYIYIJdWI IHL 




















Kuedwon o23eqo] eadw 


"(Net auoaul ssə|) X20315 JLU PJO UO puəpiAIp euy pasodoug 





97E'| 
LSE*YETF 


ae (ssapjoyaseys spjs3no) sajseypisqns 
SS ES * * AueduioS owego, jejsoduy 
:pS61 '3S|£ 4990330 W Gang 


(xe L ament Seat) səJeuS pue SxD0Ig ə3uəJəJ9J1d UO spuəpiAIq 


°° S3JJE2PJSAQ 3ueg 

SIPsiD S5ue1d323y 

° Səlnlqel| pane pue uol3exe3 ‘sol pan 
SOiqer] 3uə.34nƏ 


` (| ON 


əəs) səwəyəş uolsuəd OF Ssuolye23l|qo 10} CS squnowy 





SvE‘ZL0'F | 
000'000'07F 





878'FT1 
ITIʻISS'I7 


AMLIQE!] passsjoq 


9[|q%A193291 SIUNOWY ssə7 
°° O8-S/6I "ois uro pə1n3əsur) 3uə3 sad y, 
°°  OZ-096! ‘92035 ueoq pəin5əsuñ) 3uə3 sed p 
"Š ** BS-£S6| ‘SƏION Jed) uəl 7499 sod +£ 


.. ee SS-056] ‘SJON data, us 3u95 jad € 
Ie31ide5 ueo 

ee ee ee ee SS Sale 95U9.9]91d 

SOMIVIPISQNS ut s3sə:393u| əpisanO 


* XBL wou; 9injgnd 410) Əpise Jes Junotuy 


Feel ‘ISIE 

49qO33O Pepua sesh oy Jo) Ə5ue]eq Dy 

dvak snojasid wos premio} 3u3noiq a2vejeg 
32UNOIY SSO] pue IOI 


` (səmerpisqns) SIBSSE POXY JO uopezjeəs UO snjdans 


Ge ` 3uno32v SSO] PUL JOJg Woy 4ƏJSUP1]1 ppy 
: Wa ** €661 “ISTE 4990290 W səAJƏS9%9 
snjding pue soAassoy onusaay 


SƏA49ƏsəlH Ted 


AJEUIPIO 
°° BIUSJajo4g ƏA]38|nuin32-UON 3039 43d OF 23 
"* 95uəlJəJjəjid 3A136|nuun3-uoN 3t3 Jed 9 ,8, 
Wi BIUSIDJ9Ig BAJIVINWN Juss Jod $ç ,V, 
Auedwoy o33eqo, jedu; ayy jo 1eaidey 





OLL'96E' IZZ 








89S5°0L6'09 
18E*108°E 














000‘000'0z 
000‘000‘0! 
000'000'0l 





Eegl/ 





Oe (OI oO) 
ZZ eegen! 


Ort'IEG'SE 
Izi'Iss'I 





6IE'SBE FE 





910°K9L 
918'8S6'TL 


088'001°09 
BIZ rage 
69F'097'S 
ares Et 
£S61 








March 19th, 1955 


THE ACCOUNTANT 


322 


SIVFLULPY SE 99JAJ98 WO 3Sulslie SUO|SUdY 84033911C) 
SJozeuepy Sg 


ve 


.» 


SOS 
uopesaunwoy S403 O0E€86'96Z 
Ve **saaq Sopa 0000} 

3 

Eséi 


ZatoM (souiou5s 


uolsuəq OF SUCHNGLIWUOD Zutpnpun AuedtuoS SulPioH ou jo ssoye11¢] IYI jo SIVIWNJOW [L303 YL °8 


BLE'T LI SC LEI, 
y8% | GEI O17 087 I 
000 ZI8 000 418 
000 STI 000 Sz9 
KI Lo ZE SI 
OS LëSTI ` eet oeO) 
J 7 
dnoio Auedwo 
3u| poy 
¥561 


` 
Spa 95ueydə5sswy 


ae 


e 


SJON Jeo) U 


uo "338 *uojssttutuo ‘Junost  G6OEIE =. 660°E TI 
= 3sə4ə43u| 49430 pue yueg Feet 816'F99'I 
3293S ueo7 paindsesuy) UO pəni95e pur pred ysasozu; 000008 0O00:'008 
ƏL uo pən42ə pur pled 3sə493U] O00'SZT9 000 SZ9 
= səsuədxj pur səs IAPNY 08's! Z6l ‘FZ 
d = "*  uwopepesdag  ZO9'OEI'] 886 '/89'I 
3 3 
. Auedwoy dnojsr) 
gulpioH 
ESel 


:3ulsənpəp 493e 38 PaALii sI WyOIg Buypesy oy '¿ 


"këei ‘WIDE Hidy pəpus seat 943 30; aJe saunoase dnol2 oy3 uj papnpuj Aue|pisqns Suo jo ssunosose 
Su "Hoeeai S143 Oj *uoseəs ZUjANG oui Jo puə ou) AJaug uoos geuta pinous peojge osxoseqos 
joo] 3ujKnq ul poSezus Auvppisqng € jo jtzə/ jepueuy au eys uoluldo əu3 yo Jue s4opadjp eut (q) 
"keet ‘OE HAdy 03 (uüoprsinbse jo aen) Egg] st Zogutaact pojad 243 40} 'uonexes 
ueppeueg Fupsseys sage ‘gng'on|(*uUeD)S sem squnosse əsəuj Ul YI 3Jeap Jou ‘sesso; ssə| ‘syoud 
¿SƏ[28|pisqns asau yo ‘Aurdusosy Zutpiot au SUJƏDUOD 3f Se JEJ os 'JUNOWE 932334332 3əU Ə, 


"a1ep sun 333[8 03 Əjqespa peu, 


SI 3] 383 3Əpisuo3 sio12ƏJIC] au put YI’ Iude uo puə salEIpysqns 9səu1 JO suvad jepueuy Əy 


"Z0reiiepun 


ajus e se baigau ag Ajqeuoseas youues Zaun IYI JUSIALYIP os IE səljulpisqns əsəu1 JO FYI pue 
Auedwo7 SBulpIoH au Jo sseulsng ayy 3843 puNnosZ əu3 uo SJUNODIE dNoOs2 au3 u! YIM 3|EƏp aq o3 JOU 
epeueO ut 3u]pe33 saliejpjsqns yo dnou? e Jo syuno25g eu Joy jeAoudde uaaj? sey apeg Jo puzog ayy (5) :9 





685°901F 
GN 
Weg 9DZ'PS 
ənEeA SEN 
IAW yoog 
kel 














4119117 
SRUSUWIISSAU] pəasonbun POP IS 
` sqzUaWIseAU] Damon HERE meee 
SnISA ənieA 
yoog INEN 
£S6] 


JO JSISUOD SJUBWIISSAU] JEJ9U393 AL “G 


"Feel “ISIE 33qo3 O 


uo Bujna ə3ueu5xə Jo sages eu 39 :(3unouue ul jews A|3ƏA]38194) s313ljIqel| pue s3asse QUdIIND JIO (p) 


"SO2ULIIWS1 JO 3sSO3 Je ` pROIgE sUOIIezjUBZIO BulÁnq jea] oi səsusApy D 
*paseydiund uaya Suny sazes 3e isqassy Dax IO (q 


*17 03 96'S 39 '6€61] “ISIE 49qQ0I9O ssojaq peseydind epeued pue "wEn u! s3assy pax} (0) 


2SaSEQ SUIMAI JO} 


943 UO Bul[4ə3s Our pazISAUO? u99q JAVY SAPUTIAIND UZIO} Ul səl3l|Iqeli PUL s2əsse jo Santa HOOG OY) "p 


(000'0987 


:ES6i) O0O0'6Zh'I7 


Sopjseppisaqns 


(000'£9£'I2 :£S6]) 0000077 Auedwod 3ulploH 
"SI SJUNOSIE IYJ Uf 3oj pəplAo4d you sungipuadxe jeyded Jo] syopi3uo2 jo squnottre əzgetupxoiddtu oyj E 


*ES61 ISLE 39quiəəoəq 03 dn pauses ssyosd au jo oadsas ul AAT SIYOSY SS99XJ 10} ÁNJIQEH ou S| aay *Z 


*000'0Sh7 03 3ununoumw Zugduoch 3urp[oH oun jo syuəunsəAul UO Zoe parun ue s! aiaut (2) 
*Auedwo> pazejossy ue UA 3uəuu9938e ue sapun syuawywwos seu AUEdWOD 3SuiploH su L (q) 


‘uojesedaid Jo ƏSInO2 UI HJR PGE] ui SAIEP SNOLeA I8 Se 


səl4eIpisqnS uge? pue ZAueduro5 SuIpjoH 343 Jo spung uojsuad au Jo Sonia (eiuuənbujnO 


"SiIea4d SUIMO[JO} 9 943 JO yva 


AO} ZBE'ZI F pue ‘ssead 7 IX9U au 10} /B/"p7F ‘SuBOA Z JOYIIN] © JOY WNUUE Jad 41 ¢'7/7F ‘sseak ç 3xəu 
9U3 40} Winuue Jad g0916S7 348 Ay? Saigtpisgne 943 JOJ ISLI p| AXaU au Joy uunuus 13d o0/'9£77 
Sue Suawided ssay3 AuRdWOt Zujpjopy au1 soy “squawAed jenuus Aq pazueyosip ag HIA YAM 
‘SJUNOIIE IYF ut 3oj pappaoid JOU suotye2iiqo 19u31ni 348 31043 IYF 95uejeg IYI u! UMOYS Sau ag 
Uotsuad OF sUOPESgo 10; popiaoi:d squnoweE St 03 UONIPpe Uj “sowoyoS uojsusjq4 ,səsZo1dusoə 
4}9y3 JO 359dsə4i u; səəsueien2 USA savy səejpisqgng S3 JO Uema? pue Aueduio> Zupiot au (p) `] 


-SLNMODDV. JHL NO SALON | " 


` 





SCH VIS 





ZE Beil 


SR ESA II 
EOC geb) 





SU rer or 
018'819'£ 





SIEEEN7T 
z 





IS9'Ip6°9 


KL got 


986'6E2 


GEET LE. 


IL6'TSH'E 


9£6'T 





LEO Zait 


TL9' 198% 





0r9'9 


OZI'TI9'E 


b. a. ee .. 


ae .. .. 


KE) +: `. 2z: ke, 


08-SZ61 3993S uro] 


pounsesup 1u92 ued y jo sanss; jo sesuedxg pue 3unossjc] 


Ss ** (eatäetptsonceh HIHIApoos Do usnja syunoury 


D 


uopjepdouddy Zo) əlqe[Ieap Ava) 10} 102g jo osuereg (A) 


XBL awu HANIN 4OJ Spyse aos 


(06b'101 OIF E561) O90°FEZ'O17 UPN jou) :xepowoou (II) 


(uopexgI wop3upy pasjun Zuue os0j9q) avad 403 9404 (HD 


av es aes ee on en 


SS DiGdan ,s4o3593[Q PUR Z ano 99S) JYOotd Buypesay (1) 


"° dea J0} 340d JO UELL Gu 


(XBL auio2ul ssə[) y2035 AreulpIO 


(xel SWoOdU] ssa) SyD0Ig 95uəJəjəJjd 
sAued Wor) oqo] eadw 


posodouid pue pred epueptaig (IHA) 


SSAIOSAY SNUBASY 
suoj} jadouddy (HA) 


"> (XBL SƏuto5u| 
ssə| ‘pesodoid pue ped spuapjaic]) saseys souczajosg 


dnos oun ops 
no Dia SoiigiIpisgne ul səstus 03 ojqeayddy Suio4d (IA) 


xe L s3JO1d (I) 
14eƏÁ 9t]3 JO} 3Jo1d uo ə|qeZed ag 02 Pais 


uonuxu l wopsuly pajun (Al) 


** S9>4nos Jeune 


SIUSWISSAU] SPAL 
uo 3884030) pue spuaptaig (11) 


LL eea 


$06'86F , 








éçZ'0s£'01 
£60°119°9 





¥1L'89 
` 


g£g09'6çz'£ 


D 


Sei 





+?9'6hh'0l 
Zp6°p/S'€l 
cl 


D 








OBZ'GEL'Z 





1E9'8ZO'pE 
ER AOOE 
Sëert 








IC Oé 





S'po? 
7 
£561 





` “< == > 


Fei “ISIE 4990990 papua Aa aus 10} 3unoa5w sso pue gyorg paə3epilosuo 
ait (GNVT3H1 ANV NIV.LiNq LV3YS dO) ANVdHOS ODDVAOL TViligdiHI HHL 










Š mec Neures . 
For instance, an mvoice is more interesting if one 
tries to visualize the actions which led up to it and 
those which resulted from it. Here is an example: 
the storekeeper’s stock of a material has fallen, or 
soon will fall, below the minimum quantity deemed 
advisable. A notification is passed to the buying 
department, the order is placed, the goods arrive, 
and their quality and quantity are checked and 
entered in ‘goods received sheets’. Then the stock is 
passed to the storekeeper, who puts it in its allotted 
place and makes the entries in his records. The in- 
voice arrives a day or two later, and is checked by the 
buying department to see that it conforms with the 
order and the price. It may then go to the bought 
ledger department where the receipt of the stock will 
be confirmed from a copy of the goods received sheets. 

It is impossible that this routine could be followed 
for many documents and entries in the books, but it 
is an imaginative approach which does make routine 
work more interesting. 

It is often time well spent for the senior to help 
with some of the routine work himself, as even a short 
period creates the feeling that the whole of a “heavy 
job’ is not being given only to one or two people. 

It is good policy to move: audit staffs to different 
tasks from time to time. This is not usually wel- 
comed either by the firm of auditors or the client. 
The former naturally dislike an increase in time 
spent on the audit and the latter dislike having to 
explain to new audit clerks matters which have been 
explained previously. In spite of these objections 
these suggested occasional moves will certainly help 
to avoid a feeling of ‘staleness’. 

To deal with the second of the main problems of 
the audit staff — that of a feeling of frustration. 

In large firms, it is common practice for accounts, 
schedules and notes to pass through several hands 
before reaching a partner. The reasons for this are 
well known — ‘two or more heads are better than 
one’ — and a managing clerk, with his greater ability 
and experience, and not having been immersed in 
the detail work of the audit, is less likely to miss the 
wood for the trees. This practice has, however, the 
disadvantage of producing a feeling of remoteness in 
the staff who may tend to feel that other people are 
receiving the credit for their work. 

It is not an easy problem to solve in a large firm. 
On the audit of well kept books, backed by a good 
system, there is usually nothing outstanding to dis- 
cover, so that much capable and conscientious work 
seems to go unrewarded. 

One suggestion that might help to make the audit 
staff feel that they are more ‘in the picture’ is for the 
managing clerk, after he has examined the accounts 
and: schedules and satisfied himself that they are in 
order, to allow the man on the job. himself to see the 


but also their 






| ne large firm, but 
iversal. Another suggestion that 
ove the feeling of frustration is for 
O visit more — not only the directors, 
own audit staff while they are doing 
the audit, and thus reduce the remoteness between 
partners and staff. 

While it is hoped that these ideas will be of some 
help to those concerned with this work, it is not 
suggested that they are a complete solution. Business 
enterprises tend to increase in size. Mechanization, 
admirable and efficient as it is, tends to a greater 
impersonality. A machine printed code number is 
never as interesting as a name. 

The problems mentioned here, therefore, may well 





AA 













fk seeing him. 4 
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increase rather than diminish, and it is partly for < 


this reason that these notes are written. 
Yours faithfully, 
L. HAIGH, A.C.A. 


‘Derating and Industry’ 


Sir, — The article entitled as above in your issue of 
February 12th states that 
‘Any increase in rates would be admissible as a 
deduction in computing those profits .. .’; 
and goes on to suggest that thereby the additional 
burden on industry would be minimized substantially 
by virtue of a lower income tax and profits tax charge. 

This argument presupposes firstly that each unit 
of industry is trading profitably and each agrees to 
absorb its own rate increase; secondly, and zpso facto, 
that all such units agree to operate on the lower 
profits, before and after tax, which this course entails. 
An ideal, perhaps, but one not likely to apply in 
practice. 

In fact, the rate charge of any manufacturing com- 
pany is in no different category from any other over- 
head burden which it has to bear and which it is 
entitled to charge in its cost of production and con- 
sequently recover in its product price. To imply 
otherwise is to infer that overhead cost increases 
generally on account of price fluctuations should be 
charged against profits, not costs, with one obvious 
result. 

Accordingly the result of any abolition of derating 
and/or revaluation on the lines generally inferred to 
date will, so far as industry is concerned, undoubt- 
edly be to increase production costs. Each unit in the 
chain of industry will if not directly, indirectly and 
ultimately pass on the increased burden in the form 
of increased prices, until the stage is reached where 
the accumulated additional cost is borne by those 
concerns manufacturing or assembling the end 
product; who perforce must increase the price to the 
consumer. The latter, in many of our industries, 
includes our foreign and other overseas customers 
who are unlikely to take kindly to any attempt to 
‘export’ our local rates. . 

If, therefore, we are to avoid further inflation of 
production costs on this account, it can..only “be 


Carshalton, Surrey. 
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Letters must be authentic 
The Editor does not necessa 


Advertising 


Str, — Arising from the report in your issue of 


February 26th of Sir Thomas Robson’s address to 
the Chartered Accountant Students’ Society of 
London, and his reference to professional accountants 
being allowed in some countries to advertise by 
professional cards, it may be of interest to note that 
apparently this form of advertising was at one time 
countenanced in this country. 

The rules of the ‘Sheffield Incorporated Society of 
Chartered Accountants’ adopted on February gth, 
1883, include the following: 

‘All advertising by a member of his business or 
profession of an accountant, shall be considered 
unprofessional, except— 

1. Within three months after commencing business, 

such advertising being in the form of a card only. 

2. Notice of removal or change of address. 

3. Notice of change of partnership or name of firm.’ 
The importance of insolvency work in chartered 

accountants’ offices seventy years ago is shown by the 
following rule: 

“Whenever two or more members of the Institute 
are proposed for the office of trustee of the property 
of a debtor under proceedings for liquidation or 
composition, and one of such members is the 
receiver appointed in the matter, then in the event 
of the latter having a majority in value, the other 
member or members shall openly withdraw all 
opposition to the appointment of such receiver as 
the trustee in the matter.’ 

I am, Yours faithfully, 

Sheffield, I. A. G. SMEETON. 


Voting by Interested Director 


Sir, ~ The managing director of an exempt private 
company with which I am associated, holds such 
office for the duration of his life under the terms of a 
written agreement dated January 1947, between 
himself and the company. 

It would appear from Section 184 (1) of the Com- 
panies Act that the members of this company have 
the power to remove the director by ordinary reso- 
lution, even in the face of such an agreement; pre- 
sumably, therefore, I am right in thinking that this 
section overrides any other statutory provision that 
would otherwise make the agreement enforceable at 
law. 

This brings me to the question of the managing 
director’s own voting powers on a proposed resolution 
designed to remove him. The company’s articles state 
that no director shall vote in connection with a con- 
tract in which he is interested, but in the case of 
Foster v. Foster ([rgr6] 1 Ch. 532), it was held that 
the appointment of a director as managing director 
without an increase in salary is ‘not a contract in which 
the director’ is interested but is rather a delegation of 
powers to him’, 







The agreement in questiomuoes not provide for an 
increase in salary unless authorized by the members 
in general meeting, but two such increases have, in 
fact, since been granted by the members. 

It would appear that the decision in Foster v. Foster 
could not apply to this agreement and, therefore, that 
the managing director would be precluded from 
voting in connection therewith. 

I would add that this particular managing director 
is on the best of terms with the members. 

Yours faithfully, 
NEMO. 


[If the article referred to is in the common form it is 
confined to the exercise of the director’s votes as a 
director, i.e. at board meetings. A resolution under 
Section 184 has to be passed at a general meeting of the 
members of the company and it would be unusual for 
a company’s articles to restrict a member’s right of 
voting thereat by reason only of his interest in the 
subject-matter of the resolution. Accordingly, in the 
absence of anything unusual in the articles, the man- 
aging director could cast his votes as a member, against 
a motion under Section 184 to remove him — Editor.] 


Staff Problems on Large Audits 


Sir, — The accountancy and auditing problems of 
large audits have been widely discussed, but the 
complex question of ‘getting the best out of the 
available staff” has received much less attention. 

This human problem is of the first importance as 
it affects not only the efficiency of the audit and the 
time spent on it, but the happiness of the staff, a 
factor which no one would wish to ignore. 

There are two main problems: boredom — a result 
of the monotony of much of the work on large audits; 
and frustration~a feeling that someone else is 
getting the credit for the work. 

I will deal firstly with boredom. A certain amount 
is inevitable when one is engaged on a routine opera- 
tion for some time. An audit clerk has not the satis- 
faction of a worker in a factory engaged in actual 
construction or production, nor is he paid by im- 
mediate results as is a piece-worker. As all account- 
ants are students, there is. often a big gap between 
studies and daily work. 

Several years’ experience of work on large audits 
prompts me to offer the following suggestions to 
counteract this feeling of boredom. The exact pur- 
pose of the particular job and how it fits into the 
general scheme of the audit should be fully explained. 
For instance, defalcations will sometimes be detected 
as a result of routine audit work, often by something 
unusual. However good the system of internal 
control, there is always some chance of error or fraud. 

It would also help if a senior were to describe. the 
client’s business to the audit staff — and, if possible, 
to discuss the last accounts with them. While this 
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LEICESTERSHIRE AND NORTHAMPTONSHIRE 
SOCIETY OF CHARTERED ACCOUNTANTS 


DINNER IN LEICESTER ao 


The annual dinner of the Leicestershire and North- 
amptonshire Society of Chartered Accountants was 
held at The Grand Hotel, Leicester, on Thursday, 
March roth, with Mr E. E. Dudley, A.C.A., Presi- 
dent of the Society, in the chair. Members and 
guests were received by Mr Dudley and by Mr D. V. 
House, F.c.A., President of The Institute of Chartered 
Accountants in England and Wales. 

Among those present were the Rt. Hon. the Lord 
Cromwell, p.s.0., M.C., Lord-Lieutenant of the County 
of Leicester; Alderman C. H. Harris, J.P., Lord Mayor 
of Leicester; The Very Reverend Mervyn Armstrong, 
O.B.E., M.A., Provost of Leicester; Mr H. Purt, ong, 
F.C.LS., FRSA, Secretary, Leicester and County 
Chamber of Commerce; Mr John Stuart Budge, 
President, Northampton Law Society; and 


Messrs S. B. Bordoli, F.1.M.T.A., AS.A.A. (City Treasurer 
of Leicester); H. A. Day, M.C. (President, Leicester Law 
Society); J. E. J. Deacon, A.R.I.C.S., F.A.I. (President, Leicester 
Auctioneers and Estate Agents Association); E. T. Denton, 
B.A., F.C.A. (President, Liverpool Society of Chartered 
Accountants); Derek du Pré (Editor, ‘The Accountant’); 
E. J. F. Fortune (Editor, ‘The Leicester Mercury’); R. G. S. 
Grey (President, Institute of Bankers, Leicester Centre). 

Messrs J. S. F. Hill, F.c.A. (President, Nottingham Society 
of Chartered Accountants); P. W. Hort, F.c.a. (President, 
Bristol and West of England Society of Chartered Account- 
ants); J. H. Leach, F.c.1.1. (President, Insurance Institute of 
Leicester); H Lemmon, F.c.a. (President, East Anglian 
Society of Chartered Accountants); A. S. MacIver, M.C., B.A. 
(Secretary, The Institute of Chartered Accountants in England 
and Wales); -J. H. Mann, M.B.E., M.A., F.C.A. (Chairman, 
" London and District Society af Chartered Accountants); A. W. 
Miles, F.c.a. (President, South Eastern Society of Chartered 
Accountants); H. Musker, M.c. (H.M. Principal Inspector of 
Taxes, Leicester District). 

Messrs C. C. Ogden, F.R.1.8.A. (President, Leicestershire 
and Rutland Society of Architects); H. Senior, M.SC.(ECON.), 
B.COM., A.C.A, (President, Leicester and County Chamber of 
Commerce); J. Snaith, A.s.a.a. (President, Leicester Society of 
Incorporated Accountants); H. F. Strachan, ¥.c.a. (President, 
Hull, East Yorkshire and Lincolnshire Society of Chartered 
Accountants); Dr Elfed Thomas, B.sc., PH.D. (Director of 
Education); Messrs E. C. Turner, T.D., M.COM., F.C.A. 
(President, Birmingham and District Society of Chartered 
Accountants); D. T. Veale, M.A., F.c.A. (President, Leeds, 
Bradford and District Society of Chartered Accountants); G. 
Waterworth, F.c.a. (President, Manchester Society of 
Chartered Accountants). 


Mr Purt, proposing the toast of ‘The Institute of 
Chartered Accountants in England and Wales’, said he 
had been rubbing shoulders with members of the pro- 
fession ever since he left school. Accountants had taken 
a very active part in industry to the advantage of 
industry. 

“We are approaching Budget time, and no Chancellor of 


the Exchequer can afford to ignore such a body as the 
chartered accountants.’ 


The Institutes’ Large Membership 
Replying, Mr House said the Institute had now over 


+ 


18,000 members and the large membership was 
becoming somewhat of a strain on the present organ- 
ization. He paid a tribute to Mr MacIver, Secretary of 
the Institute, and to the district societies. 


‘I would like to take this opportunity of thanking every- 
body concerned with the district society organizations,’ 
said Mr House. 

‘A very great deal of work is done by officials and many 
members, but I feel much more could be done by some 
members who don’t always take the interest in the district 
societies that they should.’ 


The Examinations 


Mr House said that much of his time had been spent 
on the examinations which, he claimed, were the 
fairest in any organization. They had to maintain a high 
standard but it was not an impossible standard. The 
whole idea was to find out what a candidate knew, not 
what he did not know. Some people thought they 
regulated their membership by altering the standard, 
but that was not so. 

Mr House caused laughter by reciting some of the 
‘unusual answers’ which he had met in dealing with 
examination papers. 

Proposing the toast of “The Trade and Commerce 
of Leicestershire and Northamptonshire’, the Provost 
of Leicester said that he was brought up to treat 
chartered accountants with respect. 

The Provost described them as the ¿Ete of their pro- 
fession and he was always grateful for the help and 
guidance given to him. 

One of the great needs of the present time was 
leadership, went on the Provost; they had to have 
authority in management and authority in management 
depended on the ability of those who managed to do 
the job the community wanted. Leadership was the 
power of decision. Efficiency and discipline were by- 
products of intelligent co-operation. 

The Lord Mayor of Leicester replied. 

Proposing the toast of “Ihe Guests’, Mr Dudley 
said that he had greatly enjoyed visiting the district 
societies and it was with much pleasure that they 
welcomed so many of the presidents of district societies 
and of other professional bodies among their guests that 
evening. Mr Budge replied. 


President Addresses the Students’ Society 


At the invitation of the Leicester and Northampton 
Chartered Accountant Students’ Society, Mr House 
briefly addressed about thirty members of the 
Society and answered many questions put to him by 
students, at a tea-party given in his honour before the 
dinner. 

He was introduced by Mr E. C. Corton, F.c.a., a 
member of the Council of the Institute, who acted as 
chairman in the unavoidable absence of the President 
of the Society, Mr G. T. E. Chamberlain, F.c.a. > 
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achieved by legislation providing for any increase 
which may be contemplated, to be other than a fixed 
obligatory payment in the nature of an overhead 
charge. 
x Yours faithfully, 
A. K. MEGGITT, 
Chief Accountant, 


Stoke, Coventry. HUMBER LIMITED. 


Sir, ~ The article on ‘Derating and industry’ in your 
issue of February 12th contains the following 
paragraph: 
“The Exchequer Equalization Grant is distributed 
. on a basis which causes a good deal of discontent 
among certain local authorities who lose a great 
deal from derating but who share to a negligible 
extent in the benefits of the grant, notwithstanding 

the fact that in origin the grant was meant to be a 

compensation for the loss of rates due to derating.’ 

I should like to learn the authority for the statement 
made at the end of the paragraph. 

At the same time I draw attention to the following 
excerpt from paragraph 47 of the report published in 
1953 on the operation of the Exchequer Equalization 
Grant in Scotland: 

‘a . as the standard to which the resources of grant- 

receiving authorities are raised is the average rateable 

value per head after giving effect to derating, the 
equalization grant does not contain true compensa- 
tion for such losses.’ 
Yours faithfully, 
G. B. ESSLEMONT. 
Glasgow. 


SIR, — In the article on ‘Derating and industry’ in 
your issue of February rath, your contributor states 
that there is discontent among certain local authorities 
‘who lose a great deal from derating but who share 
to a negligible extent in the benefits of the grant 
{Exchequer Equalization Grant] notwithstanding 
the fact that in origin the grant was meant to be a 
_ compensation for the loss of rates due to derating’. 
There appears to be a confusion between E.E.G. 
payable under the 1948 Act, and the grants payable 
under the Local Government Act of 1929 which were 
in fact designed to compensate for derating (and also, 
incidentally, for the loss of certain local taxes pre- 
viously collected by local authorities). The E.E.G. 
replaced these grants, and the formula, which bears 
no relation to the earlier method of fixing the 
Exchequer contribution, is designed to ensure that 
no local authority has less than the average rateable 
value per head of population (weighted to take 
account of the proportion of children); to this end, 
the Exchequer credits the poorer authorities with 
rateable value sufficient to bring them up to the 
average, and pays thereon at the current rate in the £ 
for the area. This sum is the E.E.G. for the year. 
The only new grant which was linked to the old 
system was the Transitional Grant (under Section 5) 
which: was intended to-cushion over a period of five 


THE ACCOUNTANT 


325 


"years the effects of the 1948 Act on those authorities 
who, after account had been taken of the changes in 
their budgets brought about by the Health and 
Education Acts, had suffered a net reduction in 
income. ° 

It is true that some of the authorities may have less 
than the average resources in terms of rateable value 
because of derating; but equally true that others would 
be poor, even if full rates were paid on their industrial 
and agricultural properties, while yet others have 
chosen to be poor, by adopting a very low standard of 
valuation. 

These last are now profiting from their past policy 
of low valuations and high rates, because it gives them 
the appearance of having less than the average 
resources, and it is, to a great extent, this profit which 
causes discontent among other local authorities. The 
Act of 1948 proposed a revaluation on a uniform basis 
in order to eliminate such windfalls, but the degree of 
success achieved will not be seen until 1956. 

Whatever the method of distribution, it is interest- 
ing to note that E.E.G. in England and Wales rose 
during the first six years by over 50 per cent from 
about {40 million in 1948-49 to over £60 million in 
1954-55, and that there is no statutory limit to such 
increases, which follow automatically on increases in ` 
local authority expenditure. 

As your contributor suggested, it is possible that 
the income tax machine could help in this problem 
of local authorities’ revenue perhaps by adding to all 
tax assessments in the area a percentage to be fixed 
annually by the local authority in accordance with 
its needs. Concessions to industry and agriculture 
would thus be made uniformly on both local and 
central taxation, and an E.E.G. could continue to be 
paid to those councils in whose areas income tax 
receipts were below the average. 

Yours faithfully, 
Cyprus. H. BURNHAM. 


[We are sorry if we appear to have introduced con- 
fusion between the Exchequer Equalization Grant and 
the Block Grant which it replaced. Since the Block 
Grant was in fact introduced as a compensation for 
derating, and since the Exchequer Equalization Grant 
replaced the Block Grant, we thought it fair to say that 
the grant, i.e. the grant from central funds, was in 
origin meant to be a compensation for the loss of rates 
due to derating. — Editor.] 


Builder’s Goodwill 


Sir, — I have a client who is considering disposing of 
his business of builder in a small country town. The 
work is mainly repairs and general jobbing, and 
usually not more than one private house is built in a 
year. The turnover is about {11,000 per annum and 
the wages bill £4,500. 

Could any reader advise me of a fair basis for the. 
valuation of the goodwill in such a case? 

Yours faithfully, 


HEREMAC. 


DH 
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k EAST ANGLIAN SOCIETY 


OF CHARTERED ACCOUNTANTS 
DINNER IN KING’S LYNN 


The annual dinner of the East Anglian Society of 
Chartered Accountants was held at the Town Hall, 
King’s Lynn, on Friday, March rrth, with Mr 
H. Lemmon, F.c.A., President of the Society, in the 
chair. Members and guests, numbering about 130, 
were received by Mr Lemmon and by Mr D. V. House, 
F.C.A., President of The Institute of Chartered 
Accountants in England and Wales. 
Among the guests were the Rt. Hon. Sir Raymond 
Evershed, Master of the Rolls; Mr B. E. Bremner, J.P., 
` Mayor of King’s Lynn; Mr L. C. Vernon; Mr R. R. 
Bennett, Chairman, Norfolk Branch of the National 
Farmers’ Union; His Honour Judge Carey Evans; and 


Mr A. A. Adlington (President, Insurance Institute of 
Norwich), Rev. W. A. Aitken, M.A, (Vicar of St Margaret's, 
King’s Lynn); Messrs J. W. Drury, F.C.W.A,, A.A.C.C.A. (Prest~ 
dent, Norfolk and Suffolk Branch of the Institute of Cost 
and Works Accountants); E E. Dudley, A.C.A. (President, 
Leicestershire and Northamptonshire Society of Chartered 
Accountants); Derek du Pré (Editor, ‘The Accountant’). 

Messrs E, W. Gocher (Town Clerk, King’s Lynn); J. S. F. 
Hill, F.c.a. (President, Nottingham Society of Chartered 
Accountants); P. W. Hort, F.c.A. (President, Bristol and West 
of England Society of Chartered Accountants); H. J. T. Ives 
(President, King’s Lynn Chamber of Trade). 

Messrs A. S. Maclver, M.C., B.A. (Secretary, The Institute 
of Chartered Accountants in England and Wales); J. H. Mann, 
M.B.E., M.A., F.C.A. (Chairman, London and District Society 
of Chartered Accountants); A. W. Miles, F.c.a. (President, 

“ South Eastern Society of Chartered Accountants); F. G. F. 
Platten, F.S.A.A. (President, Incorporated Accountants’ Dis- 
trict Society of East Anglia); D. H. Poole (Clerk to King’s 


Lynn Commissioners of Taxes); H. F. Strachan, F.c.a. (Presi- 


dent, Hull, East Yorkshire and Lincolnshire Society of 


Chartered Accountants); E. C. Turner, T.D., M.COM., F.C.A. 
(President, Birmingham Society of Chartered Accountants); 
G. Waterworth, r.c.a. (President, Manchester Society of 
Chartered Accountants). 

It was the first time that the dinner of the East 
Anglian Society of Chartered Accountants had been 
held in the ancient borough of King’s Lynn. 

The toast ‘The Institute of Chartered Accountants 
in England and Wales’ was proposed by Sir Raymond 

- Evershed, who said that thanks to the kindness of the 
Mayor they met in surroundings, the like of which for 
beauty, they who were strangers would agree, was not 
easily to be found anywhere in the country. Sir 

_ Raymond said that beyond doubt the Institute repre- 
sented a very great profession. He said he had some- 
times thought of the many and great changes that had 
affected the whole of our society since about the year 
1800. ‘They were many and obvious and among them 
undoubtedly was this one — that business and com- 
merce had been progressively organized on an entirely 
different scale. It was an undoubted fact that business 

_Was now organized on a large grouping system, and 
that the rest of the community depended to a great 
degree upon the good relations in industry, and upon 
efficiency and integrity in industry, and he thought we 
were fortunate on the whole in England that we were 
blessed with these for the greater part of the time. 

‘I have no doubt whatever that the contribution to that 


end made by The Institute of Chartered Accountants in 
England and Wales, is very great indeed,’ he said. 


Sir Raymond said he had no doubt that the high 
standard we expected to find in industry was due to a 
great degree to the high standard among our chartered 
accountants. 


Publicity and the Institute 
In the course of his reply to the toast, Mr House said: 


‘On and off, for many years, there had arisen an insistent 
demand from members, and some district societies, that as 
an Institute we should endeavour to obtain greater publicity. 

‘Perhaps the greatest problem of all forms of publicity is 
the difficulty of getting it et all. I exclude, of course, paid 
forms of advertising. 

‘One may think that one has a real message or outstanding 
point only to find that those dealing with its publication do 
not find it sufficiently sensational. Or again, it may so hap- 
pen that at exactly the same time, someone else has 
delivered a more outstanding message and the other 
message is crowded out. Past-Presidents of this Institute 
have told me that in their experience the phrases of a speech 
that they wanted reported were ignored but the parts which 
seemed to be of lesser importance to them received full 
publicity. 

‘Perhaps it is not surprising that my experience is similar. 
For example, at the Manchester annual dinner I made some 
remarks on one of the most pressing problems of today, the 
question of retirement benefits and the self-employed. I 
thought at the time that my remarks were of some im- 
portance and I still think so. However, I prefaced those 
remarks with the hope that the Chancellor would present a 
courageous Budget and make a significant reduction in 
income tax in order to produce real initiative. As a result, 
except for the Financial Times which printed an excellent 
résumé, all the newspapers took up my opening remarks but 
ignored the problem of the self-employed entirely. 


The Profession has ‘very little news value’ 


‘Tm afraid that important as we are as a profession we have 
very little news value in the ordinary way. An auditor’s 
report with important reservations will never have quite 
the front page value of a society divorce or an unsavoury 
murder, In the extraordinary way, however, we attract as 
much attention as anyone else, as, for example, during the 
autumn meeting at Torquay. One of the members of the 
conference had visited a zoo and was scratched by a lion. 
The publicity value was enormous. Immediately the country 
knew that the Institute was holding a meeting at Torquay. 
But that was all; the technical addresses and objects of the 
meeting were, of course, ignored. 

‘Experts in the art of publicity argue that any mention, 
in whatever connection, is worthwhile. For example, if the 
President should happen to do a hole in one at golf, open a 
bazaar or even become a freeman of the City of London by 
patrimony, the news should always be handed to the Press 
as a means of keeping the name of chartered accountants 
before the public. I venture to disagree, although I might 
be prepared to make an exception if ever the President was 
tempted to, and actually did, bite a dog. (Laughter.) 


The Best Advertisement 
‘Such things may be of enormous value to those whose 
profit it is to entertain the public, but for the professional 
work with which we are concerned the best advertisement 
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is hard work, personality, character and a high standard of 
practical achievement amongst one’s clients or in one’s 
employment. 

“There recently appeared in many provincial and local 
papers an article on farmers’ accounts and the author was 
described, quite properly from the ethical angle, as “A 
chartered accountant”. The Secretary of the Institute soon 
knew about the article from protesting letters which arrived 
at Moorgate Place. A member in one of the districts where 
the article appeared wrote in to say that as he was the only 
chartered accountant in that particular area the authorship 
of the article might be attributed to him, and he therefore 
wanted to make it clear to the Institute that he had had 
nothing to do with it. 

‘Members of the Institute do valuable work and many 
receive honourable recognition. In that way reputations are 
made from which all members may benefit, provided, as I 
said before, they maintain similar standards of work and 
integrity.’ 

The toast “Trade and Industry of East Anglia’ was 
proposed by Mr L. C. Vernon, a master at King’s Lynn 
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Grammar School. He was deputizing for Commander ; 
R. Scott-Miller, M.P. for the Lynn Division, who, 
said Mr Vernon, was in the House’ of Commons 
discussing agriculture and equal pay for women. Mr 
Vernon, after saying that the role of the accountants 
in modern economy was recognized, said we had come 
to respect their skill, shrewdness and integrity. 

The chairman of the Norfolk Branch, National 
Farmers’ Union, Mr R. R. Bennett, replied. He said 
that most East Anglian activities had some con- 
nection with agriculture, and if agriculture did not 
prosper then trade and commerce in East Anglia 
suffered considerably. As chairman of the Norfolk 
N.F.U., he said he welcomed the opportunity of 
thanking the chartered accountants for the help and 
assistance they had given the industry. 

The toast “The Guests’ was proposed by Mr A. S. H. 
Dicker, M.B.E., F.C.A., Vice-President of the Society, 
and Judge Carey Evans replied. 


DINNER IN CARDIFF 


Incorporated Accountants’ South Wales and Monmouthshire 
| District Society 


The annual dinner of the Incorporated Accountants’ 
South Wales and Monmouthshire District Society was 
held at The Park Hotel, Cardiff, on Friday, March rrth. 
Mr W. W. Stanley, A.S.A.A., President of the Society, 
presided, and with Mrs Stanley and Mr Bertram 
Nelson, J.P., F.S.A.A., President of The Society of 
Incorporated Accountants, received the 300 members 
and guests. 

Among those present were The Rt. Hon. the Lord 
Pakenham, Alderman and Mrs G. LI. Ferrier, Lord 
Mayor and Lady Mayoress of Cardiff, and 

Sir Frederick J. Alban, C.B.E., J.P., F.S.A.A.; Mr R. G. 
Alger (President, Newport Chamber of Trade) and Mrs Alger; 
Mr R. Wilson Bartlett, D.L., J.P., F.S.A.A., and Mrs Wilson 
Bartlett; Messrs Mervyn Bell, F.S.A.A. (Auditor, Trish Rugby 
Union); I. A. F. Craig, opp (Secretary, The Society of 
Incorporated Accountants); Peter Freeman, MP: F. W. R 
Harrison, J.P. (Principal, Newport Technical College). 

Dr A. Harvey, PH.D., B.SC. (Principal, Cardiff Technical 
College); Messrs D. C. Hopkins; A.A.C.C.A. (President, South 
Wales Branch, The Association of Certified and Corporate 
Accountants); E. J. Jenkins (President, Cardiff and District 
Chamber of Trade); Councillor H. H Jones, J.P., and Mrs 
Jones (Deputy Mayor and Mayoress of Newport); Mr Harold 
F. Leach (President, West of England District Society of 
Incorporated Accountants); Dr A. Sinclair, M.A., 
(Headmaster, Howardian High School); Messrs I. R, Spence 
(President, Newport Chamber of Trade); G. M. Squire 
(President, Swansea and South West Wales District Soctety 
of Incorporated Accountants). 

Proposing the toast of ‘The Society of Incorporated 
Accountants’, Lord Pakenham referred to ‘this com- 
plex subject ‘of accountancy’. He was, he said, very 
nervous of accountants, although not as the newly- 
appointed chairman of the National Bank. 

‘As a new-comer to banking,’ he said, ‘I have found that 
accountancy is very important in the banking world. Banks 
would be unable to function without accountants. The whole 
of modern business depends on an efficient system of 
accountancy.’ 

Mr Bertram Nelson responded to the toast. Lord 
Pakenham, he said, had written a book called Peace by 
Assault, which he ‘thought was an apt description of 
what had been happening for forty years. We were 


M.ED.- 


seeking a number of-objects which could be combined 
with the kind of peace we were seeking but a further 
point to be considered was that the habits of nations 
varied very greatly. 

The main problems did not come within the field of 
accountancy but there were three in which they were 
interested. The first was the extraordinary complexities 
of international trade. It would be a good thing if 
accountants could simplify those complexities. 


The second matter was that of international taxation. ` 


If international trade was to expand, the basis of taxa- 
tion on such trade must be worked out anew. Every 
new double taxation agreement that was made helped 
international trade, but something more fundamental 
was needed ~ perhaps the concept of an international 
company with a new kind of status under United 
Nations auspices, taxed on the basis of its operations 
or profits in each country in which it worked. 

Thirdly, there was the question of co-operation 
between members of what was today an international 
profession. 

“This is one of the oldest accountancy bodies in the 
world,” said Mr Nelson. “We should take advantage of the 
opportunities offered by the visits of pecple from all over 
the world. I remember twenty or thirty years ago the pro- 
fession of architecture set up schools and drew students 
from all over the world 


f 


‘I believe the time is ripe for the accountancy profession . 


to take the same sort of step in conjunction with the 
universities. The United Kingdom is recognized as the 
home, the hub, the nucleus of future development of our 
profession. Of course there are difficulties, but fundamental 
unity of the profession already exists.’ 

Mr D. R. Carston, F.s.a.a., Vice-President of the 
District Society, proposed the toast ‘Prosperity to 
South Wales and Monmouthshire’, to which the Lord 
Mayor of Cardiff, in his reply, said: 

‘You accountants are very necessary to every industry 
and even to local authorities. We depend very largely on 
our accountants to keep us straight and our rates low.’ 


Mr Stanley proposed the toast of “Our Guests’, to 
which Mr Mervyn Bel responded. 


— 


wt 
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NOTES AND NOTICES 


- The Institute of Chartered Accountants in 
England and Wales 


At its meeting on March and, 1955, the Council of 
the Institute authorized the publication of the 
following statement: 


BRITISH INSTITUTE op MANAGEMENT 
Register of Management and Industrial Consultants 


“The Council has had under further consideration the 
question whether it is appropriate for a member of the 
Institute to have his name, or that of any firm or company 
of which he may be a partner or director, included in a 
Register of Management and Industrial Consultants which 
is maintained by the British Institute of Management for 
the benefit of its members. As the result of negotiations in 
which the Institute and other accountancy bodies have 
taken part the British Institute of Management has under- 
taken to incorporate the following statement in all appro- 
priate documents which may be issued in connection with 
the Register: 

< “The Register does not include practising public 
accountants many of whom advise on management 
accounting and costing and some of whom have estab- 
lished special departments for this purpose. Nor does the 

Register include ‘consulting cost accountants’, who 

practise in this field. Companies and other inquirers are 

recommended in the first instance to consult with their 
own auditors when problems in this field are under 
consideration,” 

“The Council has now informed the British Institute of 
Management that, in the case of members of The Institute 
of Chartered Accountants in England and Wales who are 
not in practice as public accountants and who are engaged in 
the business of management consultancy, no objection will 
be taken for the time being to the inclusion in the Register 
of Management and Industrial Consultants maintained by 
the British Institute of Management of the names of such 
members or of the names of firms or companies in which 
they may be partners or directors, provided that such 
members are not described as “chartered accountants” or 
as “F.C.A.” or “A.C.A.” either in that Register or in any 
letters or documents issued in connection with their 
consultancy business. 

‘This statement replaces the statement which was made 
by the Council on November 7th, 1951, published in The 
Accountant of November 17th, 1951, and reproduced in 
paragraph 22 of the annual report for 1951.’ 


The Chartered Accountants’ 
Benevolent Association 


The annual meeting of the board of governors of 
The Chartered Accountants’ Benevolent Association 
will be held at The Institute of Chartered Account- 
ants in England and Wales, Moorgate Place, London, 
ECa2, at 2.15 p.m. on Wednesday next, March 23rd. 


Personal 


Messrs Cooper BROTHERS & Co announce that 
as from March asth, 1955, their business in Man- 
chester will be transferred to new offices at Midland 
Bank Building, Spring Gardens, Manchester, 2. 
Messrs Cooper-Parry, HALL, Doucuty & Co, 
Chartered Accountants, of Derby, Burton-on-Trent, 
Ashbourne and Uttoxeter, announce with regret the 
death of Mr Percy Doucuty, senior partner of the 
firm, at his home, The Lindens, Warwick Avenue, 


- 


Derby, on March yth. The practice will be continued 
by the remaining partners. e | 

Mr L. F. Durman, A.C.A.: The Secretary of The 
Institute of Chartered Accountants in England and 
Wales regrets that in the 1955 Lest of Members the 
name of Mr L. F. Duran, A.C.A., has been mis- 
printed on page 146 as L. F. DRUMAN and on page 645 
as L. F. DURHAM. 

Messrs SOLOMON Hare & Co, Incorporated 
Accountants, announce that as from March 21st they 
are removing their offices from 39 Broad Street, 
Bristol, r, to ro Union Street, Bristol, 1. 

Messrs FREDERICK CHANCE & Co announce that as 
from March 7th, they have removed their offices from 
232 Bury Street, London, Nọ, to Prudential Cham- 
bers, 460A Fore Street, London, No. Telephone: 
Edmonton 7318. 

Obituary 
Percy DOUGHTY, F.C.A. 
It was with regret that we learnt of the death, noted 
in the ‘Personal’ column, of Mr Percy Doughty, 
F.C.A., senior partner of Messrs Cooper-Parry, Hall, 
Doughty & Co, Chartered Accountants, of Derby and 
elsewhere. He was 72. f 

Mr Doughty served his articles with Messrs 
Deloitte, Plender, Griffiths & Co, and was admitted 
an Associate of The Institute of Chartered Account- 
ants in England and Wales in 1905. He began to 
practise on his own account in Derby in 1919 and 
was elected a Fellow of the Institute in 1928. 

He took a leading part in the formation of the Derby 
branch of the Nottingham Society of Chartered 
Accountants and was the first President of the branch. 


HORACE IRVINE GODFREY, F.S.A.A. 
It is with regret that we record the recent death at the 
age of 73 of Mr Horace Irvine Godfrey, F.S.A.A., 
senior partner in the firm of Godfrey, Laws & Co, 
Incorporated Accountants, of Luton, which firm he 
founded in 1906. 

Mr Godfrey was admitted to membership of The 
Society of Incorporated Accountants in 1912 and in 
1914 took into partnership the late Mr R. M. Laws 
when the name of the firm was changed to Godfrey, . 
Laws & Co. 

A prominent figure in local business and civil life, 
Mr Godfrey was chairman of the Luton and Hitchin 
Group Hospital Management Committee and had 
served both on the Luton Town Council and Bedford- 
shire County Council for several years. He was a 
member of the old governing body of the Luton 
Modern Schools and became a trustee of the Luton 
Trustee Savings Bank when it was formed in 1934, 
being its chairman for ten years. 

A member of the Council of the Luton Chamber 
of Commerce for thirty-four years, he was elected the 
Chambers first Honorary Vice-President on his 
retirement last year. He had also been a member of 


+ 


330 


the Executive Council of the Association of British 
Chambers of Commerce, from which he retired 
in 1952. 

Mr Godfrey’s younger son, Mr B. C. Godfrey, 
F.S.A.A., is continuing the practice of Godfrey, Laws 
& Co, in partnership with Mr Leslie D. King, F.S.a.A. 


In Parliament 
TAXATION OF PROFITS AND INCOME: REPORT 


Mrs JEGER asked the Chancellor of the Exchequer 
what action he proposes to take to implement the 
recommendations of the Royal Commission on Tax- 
ation of Profits and Income in its Second ‘Report. 

Mr R. A. BUTLER: I must ask the hon. lady to await 
my Budget statement. 


Hansard, March 8th, 1955. Written Answers. Col. 24. 


P.A.Y.E. NOTICES or CODING: 
INSURANCE CONTRIBUTIONS - 


Mr BLENKINSOP asked the Chancellor of the Ex- 
chequer why Inspectors of Taxes are issuing Pay-as- 
you-Earn Notices of Coding for 1955-56 with the 
allowance for national insurance contributions atthe 
old rate of £7; and whether he will instruct the Board 
of Inland Revenue to increase this allowance in view 
of the recently authorized increased contributions. 
Mr R. A. Burer: The necessary adjustments will 
be made as soon as practicable. | 


Hansard, March 8th, 1955. Written Answers. Col. 24. 


Defence Bonds: a Conversion Offer 


The Treasury have announced that a conversion offer 
will be made to holders of 3 per cent Defence Bonds 
purchased between May 7th, 1945 and July 31st, 1945, 
and maturing between May 7th, 1955 and July 31st, 
1955- 

These holders will be invited to continue their 
Bonds until August Ist, 1955: if they accept the offer 
they will, on that date, be paid a full six months’ 
interest atthe rate of 3 per cent per annum and the 
maturity premium of {1 per cent, and their Bonds 
will be exchanged into the same amount of 34 per cent 
Defence Bonds (Second Conversion Issue). Accept- 
ance of the offer of conversion will not entail a break 
in the holder’s encashment rights. If the offer is not 
accepted, interest on the maturing Bonds will cease 
on the tenth anniversary of the date of purchase. 

The terms of the Conversion Bond will be the same as 
those of the 34 per cent Defence Bonds currently on sale 
except that the interest will be payable on February rst and 
August rst. The full conversion terms will be given in the 


prospectus and notice which will be issued to individual 
holders on March 15th, 1955, together with forms of request 
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for conversion and forms of authority for repayment for the 
use of holders who do not accept the conversion offer.  . 

The list of. acceptances of the conversion offer will be 
closed on April 4th, 1955. 

A conversion offer on the same terms is to be made on 
April 30th, 1955, to holders of 3 per cent Defence Bonds 
purchased between August ist, 1945 and January 31st, 
1946 and maturing between August 1st, 1955 and January 
31st, 1956. 

Apart from Bonds inherited from a deceased holder, no 
person is permitted to hold 24 per cent Defence Bonds, 
3 per cent Defence Bonds, and 34 per cent Defence Bonds 
(Conversion Issues) amounting in the aggregate to more 
than £3,500. In addition, £2,000 of 34 per cent Defence 
Bonds (Subscription Issue) may be held. 


The Institute of Chartered Accountants in 
Ireland 
QUARTERLY MEETING OF THE COUNCIL 


The quarterly meeting of the Council of The Institute 
of Chartered Accountants in Ireland was held in 
Dublin on February 23rd, 1955. The President, Mr 
Patrick Butler, F.c.a., was in the chair, and there were 
also present: 

Messrs F. Cleland, Vice-President, H. E. A. Addy, G. E. 
Cameron, A. E. Dawson, R. E. McClure, H. Trevor 
Montgomery, R. P. F. Olden, P. J. Purtill, J. Walker and 
D. McC. Watson, with Mr Wm. E. Crawford, Secretary, 
and Mr H. Stevenson, Joint Secretary, in attendance. 


Vacancy on Council 


Mr George Edmund Cameron, F.c.a., of Belfast, was 
unanimously co-opted to fill the vacancy on the 
Council created by the resignation of Mr W. H. 
Fitzsimons, F.c.A., and thereupon attended and was 
welcomed to the meeting. 


Fellowship 


The following Associates in Practice applied for and 
were admitted to Fellowship: 


Charles James Haughey and Dermot Joseph Kennedy, 
both of Dublin; and 
Thomas Joseph McBride, of Letterkenny. 


S 


Associates in Practice 


Mr Austin Fitzpatrick, A.C.A., Newry, and Mr Hugh 
Wallace Lewis, A.C.A., Dublin, were admitted to 
Practice. 

Death S 


The death of Mr John Russell, a.c.a., Norwich, in 
September last was reported and noted with regret. 


Next Examinations 


It was decided to hold the next examinations — 
Intermediate and Final — on May 17th to 2oth, 1955, 
in Belfast and Dublin. 
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SPECIAL MEETING OF THE COUNCIL 


A special meeting of the Council of The Institute of 
Chartered Accountants in Ireland specially convened 
was held in Dublin on February 23rd, 1955. The 
President, Mr Patrick Butler, F.c.a., was in the chair, 
and there were also present: 

Messrs F. Cleland, Vice-President, H. E. A. Addy, G. E. 
Cameron, A. E. Dawson, G. F. Klingner, R. E. McClure, 
H. Trevor Montgomery, R. P. F. Olden, P. J. Purtill, J. 
Walker and D. McC. Watson, with Mr Wm. E. Crawford, 
Secretary, and Mr H. Stevenson, Joint Secretary, in 
attendance. 

Disciplinary Action 

A member who had rendered himself liable to 
suspension or exclusion from membership for a 
breach of the bye-laws of the Institute, which had 
been the subject of a formal complaint to the Council 
-by the Investigation Committee, appeared before and 
was heard by the meeting in accordance with the 
provisions of bye-law 107. The matter of which 
complaint had been made and found proved was that 
he had: violated a general rule of the Institute by 
insertion of a notice in a Provincial newspaper in 
October 1954, and in a commercial journal in 
November 1954, contrary to the provisions of bye- 
law 106 (4). The Council decided that the member 
be severely reprimanded. 


London and District Society of 
Chartered Accountants 
At a meeting of the London and District Society of 
Chartered Accountants to be held next Thursday, at 
6 p.m., in the Oak Hall of the Institute, Mr R. I. 
Clews, F.C.1.L, A.LAS., will speak on “A practical 
approach to loss of profits insurance’. 


The Chartered Accountant Students’ Society 
of London 
The following meetings of the London Students’ 
Society will be held during next week: 
Tuesday, 5.30 p.m. (at the Chartered Insurance Hall): 
mock income tax appeal. 
Friday, 5.15 p.m.: Introductory course lectures on (1) 


‘Records leading to final accounts’; (2) “A general intro- 
duction to income tax’, 


7.0 p.m. (at Chelmsford): Lecture on ‘Branch. 


accounts ’, by Mr R. Glyn Williams, F.c.a. 


Leeds and District Chartered Accountant 
Students’ Association 
The annual meeting of the Leeds and District 
Chartered Accountant Students’ Association was held 
at The Hotel Metropole, Leeds, on February 22nd. 
The fifty-seventh annual report of the committee 
tor the year ended December 31st, 1954, which was 
presented, shows a small decrease in membership, 
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the total at December 3rst numbering 328 against 
333 in 1953. Of this figure, the membership. of the 
York Branch numbered 34 compared with 40 in the 
previous year. During 1954 an arrangement was made 
whereby all articled clerks in Scarborough should in 
future be members of the Students’ Society of 
Kingston upon Hull; the Scarborough members, 
who have now been transferred to the Hull Society, 
are not included in the total membership given above. 

Fourteen evening lecture meetings were held in 
Leeds during the year, one of these being devoted to 
five ten-minute papers prepared by student members. 
There were also two visits to companies in the 
Leeds district. 

The third residential course to be held at Grantley 
Hall, near Ripon, took place in March and April and 
again proved a most successful occasion. 

The names of the officers and committee for 
1955-56 elected at the meeting are as follows: 

President: Mr S. B. Hill, B.A., F.c.a. 

Vice-Presidents: Messrs D. E. Batchelor, C.A., T. Bedford, 
F.C.A., A.S.A.A., H. Bolton, F.C.A., Dobson, F.C.A., 
M. B. Hewitt, M.A., F.C.A., C. D. North, F.c.a., and E. J. 
Pulleyn, T.D., F.C.A. 

Hon, Auditor: Mr A. D. McLaren, M.B.E., T.D., A.C.A. 

Hon. Treasurer: Mr M. C. Whatley, M.A., A.C.A. 

Hon. Secretary: Mr J. M. Stanley, c/o Messrs Alfred 
Dobson & Co, Permanent House, The Headrow, Leeds, r. 

Assistant Hon. Secretary: Mr D L. Wood. 

Committee: Messrs M. C. Whatley, M.A., A.C.A, J. K. 
Hodgkinson, B.com., J. M. Stanley, J. M. Kaye, S. W. 
Lane, B.A D. Rudd, P. L. Wood, F. C. Briggs, E. A. 
Tinsley, F. M. Crowe, B. S. Atkinson, G. A. S. Currie, 
B. L. Collins, LL.B., N. E. Kitchen, J. N. Dixon, and 
I. E. M. Farquhar. 


Bristol Chartered Accountant Students’ 
Society 
The annual general meeting of the Bristol Chartered 
Accountant Students’ Society was held on February. 
25th, and approximately sixty members attended. At 
the conclusion of the meeting a presentation was made 
to Mr J. M. Higgison, A.C.A., the retiring chairman, 
in recognition of his valuable services to the Society 
during the past seven years. 
The presentation was made on behalf of past and 
present members by Mr S. V. P. Cornwell, M.C., 
M.A., F.C.A., the retiring President of the Society. 


National Association of Hotel Accountants 
According to the February issue of The Journal of 
Accountancy, New York, the National Association 
of Hotel Accountants, formed about a year ago, now 
has a membership of some 500 ‘accountants and 
C.P.A.s specializing in hotel accounting’. Mr 
Lawrence L. Purjet, c.P.A., of Galveston, Texas, has 
been elected President. 
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SEVENTY-FIVE YEARS AGO 


From Whe Accountant op MARCH 20TH, 1880 
A Leading article entitled 
THE SELECT COMMITTEE ON BANKRUPTCY 
As we ventured to surmise last week, in spite of the 
consolatory assurances of the Attorney-General, the 
consideration of the question of bankruptcy reform has 
been formally thrown over to the next Parliament. It 


was only to be expected that the hon. members con- . 


stituting the Committee would be too anxious to get 
away to their constituents, to be able to give anything 
like satisfactory consideration to a subject of such 
importance. And indeed it would have been a positive 
misfortune to have had the matter rushed through 
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amid the excitement of an immediately pending 
General Election. The Committee, as we learn from 
the official record of the proceedings of the House, 
declare that “although they are of opinion that in 
several respects the Bills submitted to them require 
amendments, they are unable, on account of the 
approaching dissolution of the present Parliament, to 
proceed further with the consideration of the Bills. 
They have therefore agreed to report the Bills to the 
House without amendment.” A further opportunity 
is thus afforded to professional trustees of bringing 
their views and the result of their experience under the 
notice of those who will, at no very distant date, be 
called upon to legislate in reference to the amendment 
of the bankruptcy law. 


OF CHARTERED š 


ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on March 2nd, 1955, who 
completed their Fellowship or Membership before 
March erh, 1955. 


Associates elected Fellows 

Beecham, Norman Frank; 1936, A.C.A.; (Rossi & Rossi), 
60 London Street, Norwich, and at Diss. 

Crebbin, William Newton, v.F.c.; 1949, A.C.A. (K. 
Readhead & Co), 15 Craven Street, London, WCa2, and 
at Hythe. 

Dawes, Derek Blake; 1941, A.C.A.; (J. Percy Clow & Co) 
and (Bowman & Henshaw), 40 Brazennose Street, 
Manchester, 2. 

Fox, Richard Glanfield; 1939, A.C.A.; (*C. R. Foot, Fox 
& Co), The Manor House, 162 Above Bar, Southampton, 
and at Totton. 

French, John Duncan; 1949, A.C.A.; (*R. Duncan French 
& Co), North House, 17 North John Street, Liverpool, 2. 

Guild, Alec; 1934, A.C.A.; (Deacon, Guild & Co), Lloyds 
Bank Chambers, Greyfriars Lane, Coventry. 

Henshaw, Allan Moorehouse; 1913, A.C.A.; (Bowman & 
Henshaw), 40 Brazennose Street, Manchester, 2. 

Lermit, Michael Edward; 1949, A.C.A.; (Craig, Son & 
Lermit), 24 Eastbury Avenue, Northwood, Middlesex. 

Nettleton, Edward Francis Geoffrey; 1933, A.C.A,; 
(Blackburns, Robson, Coates & Co), Commerce House, 
Cheapside, Bradford, and at Leeds, London and Man- 
chester. 

Page, Allan James; 1949, A.C.A.; (Angus, Whiting & Co), 
8 Crosby Square, London, EC3. 

Shakespear, Charles Richards; 1939, A.C.A.; (*Austin & 
Co), 22 Millstone Lane, Leicester; also at Ashby de la 
Zouch (Austin & Co), 

Wilson, Frank Parker; 1936, A.C.A.; (W. Bolton & Co), 
King’s House, 42 King Street West, Manchester, 3. 


(Not in England and Wales) 


_ Walshaw, Francis Aubrey; 1937, A.C.A.; (Cooper Brothers 
& Co), Ralli House, (P.O. Box 1411), Mombasa, and at 
Dar-es-Salaam, Jinja, Kampala, Moshi and Nairobi. 


Admitted as Associates 
(in Practice) 
Bloch, Leonard Joshua, 8 Bracknell Gardens, Hampstead, 
London, NW3 
Burman, Cyril, 
Middlesex. 


# placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 


1 99 Kingshill Drive, Kenton, Harrow, 


Conway, Victor Stanley (Victor Conway & Co), 35-37 
Maddox Street, London, Wr. 

Franks, Harold Leon, 8.A.(com.), 1 Athol Road, Man- 
chester, 16. 

Leach, James Walter Barry, E.R.D., 55 Burlington Lane, 
Chiswick, London, W4. 

ar Eric Percival, 62 Norbury Hill, Norbury, London, 

16. 


(Not in Practice) 

Abbott, John Herbert Charles, 125 Welholme Avenue, 
Grimsby. 

Absalom, Thomas Michael, ‘Pentire’, Ball Road, Pewsey, 
Wiltshire. 

Adam, Thomas Louisson, 15 Viga Read, Grange Park, 
London, Nar. 

Alexander, Jack, 128 Town Street, Leeds, rr. >` 

Appleton, Arthur Herbert, with J. B. Boyd, Wrigley & 
Co, ss Brown Street, Manchester, 2. 

Arbis, Lionel Wolfe, B.sc.(gcoN.), with Bettson, Fielder & 
Co, x & 2 Great Winchester Street, London, EC2. 

Asbury, Leonard Stuart, with C. S. Asbury, r3A College 
Hill, Shrewsbury. 

Austin, Reginald David Fryer, with Reads, Cocke & Watson, 
Leith House, 47 Gresham Street, London, EC2. 

Awdry, John Hinxman, with Edmonds & Co, Pearl Build- 
ings, Commercial Road, Portsmouth. 

Bacon, Geoffrey Frederick, B.sc.(EcoN.), 288 Main Road, 
Gidea Park, Romford, Essex. 

Bailey, David Michael, 23 Shaftesbury Avenue, South- 
ampton. 

Bailey, Roy Anthony, ro St Andrew’s Road, BlundellsandsS 
Liverpool, 23. I 

Bailey, Trevor Arthur, 18 Manor Court Road, Nuneaton, 
Warwickshire. _ 

Baker, John Raymond, Windyridge, Altwood Road, Maiden- 
head, Berkshire. 

Balderson, George Harold, with Finney, Son & Sadler, 
Pioneer Assurance Chambers, 31 Dale Street, Liver- 


. pool, 2. 

Ball, (Miss) Ursula Pamela Joyce, with W. H. Walker & 
Co, 42 Castle Street, Liverpool, 2. 

Banister, Adam Frederick, Park Hospital, Wellingborough, 
Northants. 

Barnes, Michael, The Gabled House, Hermitage, near 
Newbury, Berkshire. N 

Bassett, Robert Cecil, with Ware, Ward & Co, zr Cathedral 
Yard, Exeter. 

Bates, Martin Colin, B.A., with Hancock, Gilbert & Co, 
Talbot House, 9 Arundel Street, Strand, London, WC2. 

Bearman, Jack Arnold, c/o Lewis Kalman & Co, 34 Wel- 
beck Street, London, W1. ` 
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Beaton, Arthur, 3 Field Close, Buckhurst Hill, Essex. 

Belben, Timothy Devereux, with Willis, Parsons, English 
& Co, 9-14 Exchange Buildings, Upper Hinton Road, 
Bournemouth. 

Berne, Herbert Kurt Ralph Wolfgang, B.com., with Miall, 
Harper & Co, 9 Idol Lane, Eastcheap, London, EC3. 
Beswick, James Metcalf, with Shuttleworth & Haworth, 
Lloyds Bank Buildings, King Street, Manchester, 2. 
ae Manfred, B.COM., 71 Aberdare Gardens, London, 


Bill, Francis, 50 Cypress Road, Redcar, Yorks. 

Binns, Eric, with *Peat, Marwick, Mitchell & Co, and 
Edwin Guthrie & Co, 71 King Street, Manchester, 2. 
Bird, James Derek, with *Whinney, Smith & Whinney, 

4B Frederick’s Place, Old Jewry, London, EC2. 

Birrell, James Drake, 1 Baldwin Lane, Clayton, Bradford. 

Bispham, Geoffrey, with John Brierley & Son, 24 Clegg 
Street, Oldham. 

Blower, John Sidney, 19 Laurel Grove, Oxbarn, Wolver- 
hampton. 

Blundell, Edward Terence, with B. A. S. Soole (Soole & 
Co), 14 Southampton Place, London, WC", 

Bosonnet, Paul Graham, 39 Waverley Road, Southsea, 
Hampshire. 

Branson, Derek Roy, B.A., with Hart, Moss, Copley & Co, 
22 Moorgate Street, Rotherham, Yorkshire. 

Briggs, James Frodsham, with *Deloitte, Plender, Griffiths 
& Co, 5 London Wall Buildings, Finsbury Circus, 
London, EC2. 

Brocklebank, John Philip, B.a., with Williams, Stoker & 
Co, 9 Bedford Row, London, WC, 

See Tom, 39 Wakefield Crescent, Earlsheaton, Dews- 


ury. 

Brookes, Raymond, 64 Elston Road, Aldershot. 

Brown, Gerald Alexander Price, 343 Watford Way, 
Hendon, London, NW4. 

Bryant, David, Hill Turrets Lodge, Parkhead, Sheffield, 11. 

Buckoke, William, with Edmonds & Co, Pearl Buildings, 
Commercial Road, Portsmouth. 

Bull, Norman Arthur John, with Shipley, Blackburn, 
Sutton & Co, Broadmead House, Panton Street, Hay- 
market, London, SW. 

Bunting, Derek Alleyn, ‘Northbrook’, Elwick Road, West 
Hartlepool. 

Burchett, Kenneth Steuart, with James Worley & Sons, 
30 Gildredge Road, Eastbourne. 

Burgess, Geoffrey John, with E. J. H. Clarke & Co, Barclays 
Bank Chambers, 153 Chiswick High Road, London, W4. 

Burnett, Ernest John, 31 Exford Road, Lee, London, SEr2. 

Burrows, John Eric, 1 Newcombe Park, Wembley, Middlesex. 

Butterfield, Peter Michael, Ashe House, Musbury, near 
Axminster, Devon. 


Calland, Andrew, with John Mitchener, Bennett & Co, 
58 The Avenue, Southampton. 

Campbell, Alexander George, ‘Lavender Downs’, Arundel 
Road, Worthing, Sussex. 

ee Robert Paul, 21 Cleeve Park Road, Downend, 

ristol. 

Chadwick, Michael Leslie, 61 Marsh House Road, Ecclesall, 
Sheffield, 11. 

Chadwick, William Herbert, 8 Alston Road, Aigburth, 
Liverpool, 17. 

Cheales, Maxwell Bellingham, 8.a., with Cooper Brothers 
& Co, 14 George Street, Mansion House, London, EC4. 

Chilver, Brian Outram, rro Chandos Avenue, Whetstone, 
London, N2o. 

Clark, (Miss) Sheila Jean, with *Wood, Child, Spence & 
Co, 8a Balham Station Road, London, SW12. 

Clarke, William Barry, with *Peat, Marwick, Mitchell & 
Co, 11 Ironmonger Lane, London, Ca, 

Cleaver, James Edward Robert, with W. B. Keen & Co, 
Finsbury Circus House, Blomfield Street, London, EC2. 

Coates, John James Digby, 264 Fulwood Road, Sheffield, 


10. 
Compton, Mervyn John, 126 Parkgate Road, Holbrooks, 
Coventry. ` 
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Corey, Albert William, B.A., with *T'ansley Witt & Co, 
22-24 Ely Place, London, BC, 

Cotton, Peter Richard Timothy, Sylvester House, Slingsby 
Walk, Harrogate. 

Courtiour, John Bartlett, 26 Aberdeen Road, Bristol, 6. 

Craggs, Geoffrey Thomas, 514 Thornaby Road, Thornaby- 
on-lees, Yorkshire. 

Craig, Robert, 35 Quarry Road, Headington, Oxford. 

Croft, William Donald, 37 Claremont Road, Newcastle 
upon Tyne, 2. 

Crozier, Norman Michsel, 5 Moorwood Drive, The 
Avenue, Sale, Cheshire. 

Cruickshank, John McInnes, B.com., 1 Wardle Road, Sale, 
Cheshire. 

Cutter, Brian William, with Willoughby, Binns & Co, 
Copthall House, Copthall Avenue, London, EC2. 


Davies, David Warren, rr Llanedeyrn Road, Cyncoed, 
Cardiff. 

Davies, Peter Thomas, 35 Sinclair Drive, Liverpool, 18. 

Davis, Timothy Cummings, 99 Egg Buckland Road, 
Hurtley, Plymouth. 

Daykin, Joseph, with Mellors, Basden & Mellors, 1 King 
John’s Chambers, Bridlesmith Gate, Nottingham. 

Deeker, John Harold, 117 Burdon Lane, Cheam, Surrey. 

a oe Denis Michael, 27 Annsworthy Crescent, London, 


25. > 
Dewar, Robert Gordon, 7 Elm Grove, Erith, Kent. 
Dhar, James, 130 Bedford Hill, London, SW12. 
Dodd, John Martin, Dunedin, Driffold, Sutton Coldfield, 
Warwickshire. 
Doe, Derek Leslie, 11 Church Road, Hendon, London, 


NW4. 

Donaldson, Gordon McCall, with Nicholson, Fraser & Co, 
14 Dartmouth Street, London, SWr. 

Drew, Derek, 7 Douro Street, King’s Lynn, Norfolk. 

Druce, Stanley, c/o Crompton & Sherling, 123 Pall Mall, 
London, SW1. 

Edwards, John Alfred, B.coM., with Blackburns, Robson, 
Coates & Co, Commerce House, Cheapside, Bradford. 

Elliott, James Anthony, with Muras & Co, 49 Queen 
Street, Wolverhampton. 

Elliott, Peter Albert, B.A., with Legg, London & Co, 
79 Eccleston Square, London, DW". 

English, Michael John, 35 Avenham Road, Preston. 

Evans, Alan Baxter, B.A., with *Turquand, Youngs & Co, 
19 Coleman Street, London, EC2. 

Evennett, David Ernest, 26 Kingsley Avenue, Ealing, 
London, W13. 

ffoulkes-Jones, John Dillwyn, with G. Walmsley, 3 
Exchange Buildings, Queens Square, Wrexham. 

Finning, Stanley, 47 Idmiston Road, West Norwood, 
London, SE27. 

Fitton, David, 123 Welholme Avenue, Grimsby. 

Fletcher, John Lewis, “The Cedars’, Meopham Court, 
Meopham, Gravesend, Kent. 

Foster, Leslie John, 16 Dove Street, Liverpool, 8. 

Foulger, Norman, 21 Oak Lodge Avenue, Grange Hill, 
Chigwell, Essex. 

Fox, Derek Kenneth, with Camm, Metcalfe, Best & Co, 
Benefit Buildings, Moorhead, Sheffield, 1. 

Frampton, Michael Gordon Samuel, The White Lodge, 
Warmsworth, near Doncaster, Yorkshire. 

French, Michael Frank, with Daffern & Co, 29 Warwick 
Road, Coventry. š 

Fyffe, Graham George, 43 Norwood Drive, North Harrow, 
Middlesex. 

Gale, John Albert, with *Whinney, Smith & Whinney, 
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NEW RATING BILL 


HE text has now been published of the Rating and 

Valuation (Miscellaneous Provisions) Bill. When it is 

passed, as no doubt it will be, considerable changes in the 
law of rating will be brought about. 

- Section 34 of the Local Government Act, 1948, provided for 
the resumption of quinquennial valuations and directed that the 
first post-war valuation should come into force in April 1952. 
Since the 1948 Act was passed the date has been postponed 
several times, the latest objective being April 1956. Sections 35 to 
38 provided an elaborate procedure of assessment, objection and 
appeal which is now to be replaced by a much simpler procedure 
under clause 1 of the Bill. 

Under that clause the valuation officer is to transmit his new 
list to the rating authority not later than the end of December 
preceding the date on which the list is to come into force. The 
list is to be published and open to inspection at the time when it 
comes into force. The rights of ratepayers to inspect documents 
and take copies, conferred by Section 60 (1) of the Rating and 
Valuation Act, 1925, are not to be exercisable until the list comes 
into force or a notice is published under Section 6 of that Act, 
whichever is the earlier. 

Section 40 of the 1948 Act permits anyone aggrieved by a rating 
assessment, and any valuation officer, to ‘make a proposal’ for its 
alteration. The procedure is laid down by Section 41 but that 
section is to be extensively amended by clause 2 and the First 
Schedule in the new Bill. In particular, where the parties cannot 
agree, provision is made for the automatic submission of the 
proposal to the local valuation court so that the matter can be 
disposed of without undue delay. 

The Rating and Valuation Act, 1925, instituted a table of 
arbitrary deductions from gross value for the purpose of arriving 


‘at net annual value of certain kinds of property. The table is to 


be amended by the substitution of new figures contained in the 
Secorid Schedule to the Bill. The definition of the kind of here- 
ditament to which the table applies is also altered (clause 4 (2), 
(3)). The Minister is to be given power to alter the table by 
statutory instrument. 

The rules for the ascertainment of annual value in Section 22 
of the Rating and Valuation Act, 1925, are to apply, with modifi- 
cations, to London as well as to the provinces. Section 22 (r) (a) 
is to be amended as regards the deduction of drainage and similar 
rates for the purpose of arriving at annual value, the amendment 
being in a sense consequential on the passing of the Valuation for 
Rating Act, 1953, which introduced new and arbitrary rules of 
vahuation for dwelling-houses. 
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For the properties not within Section 22 (1) (a) 
of the 1925 Act, Section 22 (1) (b) provides that 
the net-anriual‘value is to be computed by refer- 
ence to 


‘the rent at which the hereditament might reason- 
ably be expected to let from year to year if the 
tenant undertook to pay all the usual tenant’s rates 
and taxes . . . and to bear the cost of the repairs 
and insurance and other expenses, if any, necessary 
to maintain the hereditament in a state to command 
that rent’. | 


Clause 4 (8) of the Bill adds to the above by 
providing as follows: 


‘(a) the expenses (other than the cost of repairs and 
insurance) necessary to maintain the heredita- 
ment in a state to command the rent referred 
to in (Section 22 (1) (6)) shall be taken not to 
include the provision of a ‘sinking fund for 
replacing or renewing the hereditament or any 
part of it, whether such a sinking fund is in fact 
provided or not, but 


‘(b) those expenses shall be taken to include the 
average annual amount of the expenditure in- 
curred by the occupier of the hereditament in 
replacing or renewing parts of the heredita- 
ment.’ 


Exemption for churches and chapels rests at 
present on the Poor Rate Exemption Act, 1833. 
It is a condition of this exemption that the 
property be exclusively appropriated to public 
religious worship and that no person shall derive 
any rent, profit or other advantage. As regards 
the requirement of exclusive use, there is an 
exception in favour of use for Sunday or infant 
schools, or the ‘charitable education of the poor’. 

Clause 6 of the Bill replaces the 1833 Act. It 
exempts not only certified places of public 
religious worship but also church halls, chapel 
halls, and 


‘any similar building used in connection with any 
such place of public religious worship, and so used 
for the purposes of the organization responsible 
for the conduct of public religious worship in that 
place, ...’ 


The old requirement as to exclusive use and 
absence of profit is replaced by clause 6 (3) which 
is as follows: 


‘6. — (3) Where a hereditament to which sub- 
section (1) of this section applies, or any part of 
such a hereditament, is or has been let (whether by 
way of a tenancy or of a licence) for use otherwise 
than as a place of public religious worship, or, as 
the case may be, for use otherwise than as men- 
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tioned in paragraph (b) of the last preceding sub- 
section [i.e. use as church halls etc.]: 


‘(a) the hereditament shall not be exempted by 
virtue of subsection (1) of this section from 
being rated for any rate period, if any payment 
in consideration of such a letting of the here- 
ditament or part thereof accrued due in the last 
year before the beginning of that rate period; 
but 


(B) no gross value for rating purposes shall be 
ascribed to the hereditament unless the average 
annual amount of the payments accruing due, 
as consideration for such lettings of the here- 
ditament or parts thereof, exceeds the average 
annual amount of the expenses attributable to 
those lettings; and 


‘(c) if such a gross value falls to be ascribed to the 
hereditament, by reason that the average annual 
amount of those payments exceeds the average 
annual amount of those expenses, the gross 
value shall be assessed by reference only to the 
amount of the excess.’ 

The subclause is not very happily drafted. In 
particular, it is confusing to talk of a letting by 
way of licence for these are usually regarded as 
mutually exclusive terms. | 

'The above exemption is mandatory. Clause 6 
(4) gives the rating authority a discretion to 
‘reduce or remit’ the rates in respect of properties 
held on trust as almshouses, or occupied by 
trustees for charitable purposes, and properties 
occupied by a club, society or organization not 
established or conducted for profit, whose main 
objects are religious, educational or philanthropic. 
The discretion does not extend to churches, 
chapels, church halls and the like. 

Another proposed exemption is for structures 
belonging to the Minister of Health and supplied 
for the accommodation of invalid chairs or other 
vehicles for the disabled. Sewers, with their man- 
holes, ventilating shafts, pumping stations, pumps 
and accessories are also the subject of an 
exemption. 

Clause: 8 of the Bill contains provisions enab- 
ling police authorities to make contributions in 
aid of rates in certain cases, while clause 9 gives 
power to make orders regulating the charges 
which may be made for levying a distress for 
rates. 

When the Bill receives the Royal Assent, the 
Acts still on the Statute Bock relating to rating 
will be spread over a period of 354 years. There 
seems to be a good deal to be said for a con- 
solidating Act. | i 
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THE SCOTTISH INSTITUTE’S YEAR 


celebrations to arrange, the Council of The 

Institute of Chartered Accountants of Scot- 
land has produced its annual report and accounts 
for 1954 in what seems to be record time. Both 
indicate another year of progress and activity. 
The membership of the Institute has increased 
from 5,515 to 5,657 and the number of appren- 
tices has remained encouragingly steady at just 
under 2,000. The Institute’s finances appear 
sound. Centenary expenses (to the end of last 
year) were £6,863, against which have been set 
donations from members totalling £4,662. As 
there was a surplus of income over expenditure 
of £1,044 on the other transactions for the year, 
the accumulated funds at December 31st, 1954, 
of £142,100 showed a reduction of only £1,157 
on the balance brought forward from 1953. 

The Institute’s second summer school, held at 
St Andrews University last September, equalled 
its predecessor in instruction and entertainment. 
Two welcome guests thereat were the President 
and the Secretary of the English Institute. This 
year’s school will be held at St Andrews from 
June 24th to 29th. Another pleasant association 
between the Institute and the University of St 
Andrews, shortly to come into being, will be the 
appointment of a practising accountant as part- 
time lecturer in accountancy beginning with the 
University’s year 1955-56. The University 
authorities have agreed to consult with the 
Institute both as to the contents of the course for 
accountancy students and as to the appointment 
of the lecturer. 

The special committee which was set up by 
the Council in 1953 to consider the examination 
and training of apprentices has been working 
steadily throughout 1954 but has not yet com- 
pleted its deliberations. Meanwhile, the system 
of intimating ‘gradings’ to unsuccessful candidates 
at the Institute’s examinations has been con- 
tinued and, it is thought, is proving helpful to 
principals and directors of studies in planning the 
future courses of those apprentices who find it 
difficult to achieve the required standards. The 
gradings are five in number, ‘A’ representing 
‘satisfactory’; ‘B’ ‘fair’; ‘C’ ‘weak’; ‘D’ ‘bad’; 
and "E ‘very bad’. A grading is givén for each 


|- spite of having had its protracted centenary 


paper. The results of the 1954 examinations were, 
on the whole, rather better than those of the 
previous year. Of the candidates sitting the first 
division of the Intermediate examination, 62 per 
cent passed as compared with 54 per cent in 1953. 
The corresponding percentages for the second 
division of the same examination were 68 and 60. 
In the first division of the Final examination, 56 
per cent of the candidates passed as against 57 per 
cent last year. The passes in the second division 
of the Final examination this year, at 36 per cent, 
were fractionally better than the 1953 results. 
The special committee which the Council 


‘appointed in 1951 to consider the Institute’s 


rules and bye-laws is still at work. It has adopted 
the deliberate policy of hastening slowly, as the 
experience which is being gained of the working 
of the present constitution is providing valuable 
information for any revisions which may ulti- 
mately be made. The other special committees 
in action during 1954 included one on the system 
of valuation and rating in Scotland which drafted 
a memorandum of evidence for submission by 
the Institute to the Departmental Committee, 
under the chairmanship of LORD SORN, at present 
considering this question. In 1954, also, three 
members of the Council’s taxation committee 
appeared before the Royal Commission on 
Taxation and gave oral evidence in support of 
the Institute’s previous written memorandum. 
Two new committees have recently been formed 
by the Council. These will consider respectively 
the question of widening the present investment 
powers of trustees and of abolishing the necessity 
for endorsement of cheques. 

More perhaps than in any other year in its 
history has the Institute, in 1954, strengthened 
the links between it and other accountancy 
bodies, both at home and abroad. Following the 
centenary celebrations in Edinburgh at which 
representatives from fifty-four accountancy organ- 
izations from twenty-one countries attended, the 
President visited America and Canada in October 
and November. These exchanges promise well 
both for the future of the profession and for that 
of the Scottish Institute which enters upon its 
second century with unabated vigour and en- 
thusiasm. 


340 


THE ACCOUNTANT 


March 26th, 1955 


‘WHERE ANGELS FEAR TO TREAD’ 


by FREDERICK A. J. COULDERY, A.C.A., A.A.C.C.A., A.C.C.S. 


The Editor informs readers that the characters and places in the following article are purely 
imaginary and that no reference ts intended to any living person or to any particular place. 


Memo. from managing director, X. Ltd, to company 
secretary, Fanuary 28th, 1954 

Will you please look into the matter of a tax 
claim on the repairs expenditure on Night’s 
Close? Don’t incur unnecessary professional fees. 


Letter from company secretary to H.M. Inspector 
of Taxes, January 29th, 1954 

I enclose details of repairs expenditure on the 
company’s property at Night’s Close, and should 
be grateful if you could grant the appropriate 
relief against the company’s Schedule A assess- 
ment on this property. 


Letter from H.M. Inspector of Taxes to company 
secretary, February 25th, 1954 

I enclose Form og and should be grateful if 
you would kindly complete and return this form 
to me in connection with your claim. 


Letter from company secretary to H.M. Inspector 
of Taxes, February 27th, 1954 

I enclose Form 99, duly completed, and trust 
that you can now proceed with the repayment of 
tax due. 


Letter from H.M. Inspector of Taxes to company 
secretary, March 23rd, 1954 

` (a) I would draw your attention to Instruction 
5 (e) on Form 99, and should be glad if you would 
send to me the receipted bills or accounts relating 
to the expenditure shown in your claim. 

(b) I note that the form is signed by a Mr Ivor 
Goodstory, who is shown as a director of your 
company. I do not appear to have a note of his 
appointment as such, and should be grateful if 
you would confirm that he is in fact a director 
and state the date of his appointment. 


Letter from company secretary to Builders Ltd, 
March 27th, 1954 

In connection with a claim for taxation, I find 
that my accounts department has unfortunately 
mislaid your receipt relating to your account 
dated October roth, 1952, for repairs on our 
property in Night’s Close. I should be very 
grateful if you could supply a duplicate, there- 
fore. 


Letter from Builders Lid to company secretary, 
March 31st, 1954 

We have pleasure in enclosing a duplicate 
receipt for {6 1s 1d in respect of work executed 
at Night’s Close. | 

We find, on examining your account, that there 
is an unpaid invoice for work executed by this 
company in 1949, and we should be glad if you 
could now settle this account, which appears to 
have been overlooked by both our companies. 
We enclose a duplicate of this account also, the 
sum of which you will note is £5,437 18s 2d. 


Letter from company secretary to H.M. Inspector 
of Taxes, April Ist, 1954 

(a) I have pleasure in enclosing receipted 
vouchers in respect of our taxation claim. 

(b) Mr Goodstory was appointed a director of 
this company on December 31st, 1948. 


Letter from H.M. Inspector of Taxes to company 
secretary, April 8th, 1954 

It appears that Mr Ivor Goodstory’s appoint- 
ment as director has not been previously notified 
to this office. I should be grateful if you would 
arrange for the completion and return of the 
enclosed Forms P.11D. for 1951-52, 1952-53 
and 1953-54 at your earliest convenience. Please 
state whether Mr Goodstory operates a motor- 
car of the company. If so, the make, horse-power, 
cost, and mileage of the car on private use. 


Letter from company secretary to H.M. Inspector 
of Taxes, April 24th, 1954 

Forms P.rrD. for 1951-52, 1952-53 and 
1953-54 are returned herewith. Mr Goodstory 
operates a 36-horse-power Excelsior saloon 
which cost £5,137 on January ist, 1951. His 
private mileage is estimated by him at five miles 
per week. 


Letter from H.M. Inspector of Taxes to company 
secretary, April 28th, 1954 

Would you please state to which tax district 
Mr Goodstory made his last income tax return 
and for which year. 


Letter from company secretary to H.M. Inspector 
of Taxes, May 13th, 1954 
Mr Goodstory states that his last tax return 
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was submitted in 1939 to Much Tottering on the 
Marsh. 


Letier from H.M. Inspector of Taxes to company 
secretary, May r4th, 1954 

I enclose fifteen income tax return forms for 
the years 1939-40 to 1953-54 and should be 
glad if Mr Goodstory would complete and return 
these to this office at an early date. An interview 
is also requested, please, and I would suggest 
May 28th,.1954, at 3 p.m. 


Letter from company secretary to H.M. Inspector 
of Taxes, May 2oth, 1954 

(a) Mr Goodstory confirms the appointment 
for May 28th, at 3 p.m., and will assume, unless 
he hears to the contrary, ‘that it will be convenient 
for his solicitor also to attend. 

(b) With reference to my letter of April rst, 
1954, I should be grateful if the repayment claim 
could now receive attention. 


Letter from H.M. Inspector of Taxes to company 
secretary, June 17th, 1954 

Your claim for expenditure on Night’s Close 
has now been investigated, and I find that this 
property has not hitherto been assessed to income 
tax. Would you please state the date of purchase 
or construction of this property, and the name of 
the vendor or builder thereof. 


Letter from company secretary to H.M. Inspector 
of Taxes, June 20th, 1954 

I would advise you that the above property was 
built for the company by Builders Ltd in 1945 
and that the cost thereof was £25,718, which was 
shown as an addition to freehold property in that 
year’s balance sheet. 


Memo. from I. Goodstory to company secretary, 
July 15th, 1954 

I find I have a heavy tax liability for arrears 
of income tax. Will you please place on the agenda 
for the next directors’ meeting the possibility of 
a loan to me from the company? The amount 
required is £35,000. 


Memo. from company secretary to Mr Goodstory, 
July 16th, 1954 

I regret that I cannot comply with your 
request. Under Section 190, Companies Act, 
1948, such a loan would be illegal. 


Memo. from I. Goodstory to company secretary, 
July 17th, 1954 | 
Under Article 88 (b) of the compdny’s articles 
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of association, I.note that I vacate office if I 
become bankrupt. As it would appear- that my 
directorship must shortly be terminated, will you 
please place on the agenda for the next board 
meeting the possibility of the paymient to me of 
the sum of £35,000 as compensation for loss of 
office. I understand that such a sum would not 
attract income tax or surtax. 


Letter from Peruse &@ Consider, solicitors, to 
company secretary, Fuly 2oth, 1954 

We are acting for Builders Ltd, who state 
that. they have made numerous applications to 
you for payment of a sum of £5,437 18s ad due 
to them since 1949, without avail, and we are 
instructed to inform you that unless such sum is 
received by us within fourteen days we shall 
have no alternative but to commence proceedings. 


Letter from H.M. Inspector of Taxes to company 
secretary, July 21st, 1954 

(a) I enclose Schedule A assessments for 
1945-46 to 1953-54 in respect of Night’s Close, 
and you will shortly be receiving a demand from 
the collector for the sum of £9,256 10s 7d in 
respect of these assessments. I regret that the 
assessment of these sums was not made before. 

(b) On examining the 1945 accounts of your 
company, I find that no assessment was made in 
respect of excess profits tax and I now enclose 
notice of assessment and demand note for 
£28,562 5s rod in respect thereof. As there 
appears to be some doubt as to the reason for 
the previous omission of this assessment, it is 
not proposed to claim interest if this sum is paid 
within one month of the date of this letter. 


Memo. from company secretary to managing 
director, July 22nd, 1954 

I regret that I must tender my resignation as 
company secretary of this company and would 
ask that my employment with this company 
terminate on August 21st, 1954. 


Letter from Official Receiver to X. Lid, August 
22nd, 1954 

I should be glad if the directors of your com- 
pany could arrange to call at this office for an 
interview on August 3oth, 1954, at rr a.m, I 
suggest that it might be advantageous if the 
company’s auditors and solicitors could be 
present, and if these parties could bring with 
them the accounts and minute book of the com- 
pany since its incorporation. 
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A FORMAL REVIEW OF SOCIAL ACCOUNTING 


| by F. SEWELL BRAY, F.C.A., F.S.A.A. 
. Stamp-Martin Professor of Accounting 


APPROACH the subject of social accounting 
from the standpoint of an accountant. If it should 
seem strange that such a statement is necessary on 

a subject which includes accounting as one of its 
terms, then I must reply that, in fact, the modern 
idea of accounting for society began in the field of 
applied economics. This, of itself, should serve to 
show us that the basic concepts 
of economics and accounting are 
not so different. Indeed, when 
I come to read Schumpeter’s 
History of Economie Analysis, 
I cannot avoid the suspicion that 
had there been an accountant 
familiar with the moral thinking 
of the medieval schoolmen on 
income and wealth, who chanced 
to live at or before the same time 
as Adam Smith, and possessed 
his stature; then by now we might 
have. established accounting 
within the social sciences. But we 
know this was not the case. 

Gilbert and Stone have said 
that: l 

‘Social accounting, in the 

sense of the quantitative des- 
cription of an economic system 
in terms of its constituent tran- 
sactions suitably classified and 
aggregated, is in practical terms 
a development of the Second 
World War and the post-war P Bi 
period. A technique of this kind, Professor 
with its emphasis on consis- 
tency, was needed as soon as estimates of income, 
expenditure and other aggregates of transactions 
came to be made and compared, for without a clear 
understanding of the relationships between these 
magnitudes, all sorts of misconceptions were apt 
to arise from the statistical discrepancies that 
appeared in the estimates,”* 

Quite so; but as it seems to me, the whole pattern of 
social accounting has been based on its convenience 
for statistical description, and for this reason I think 
there are some recent presentations which are too 
complex. A variety of detail finds its way into the 
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The substance of a paper given to the Liverpool Economic 
and Statistical Society on January 28th, 1955. A paper by 
Professor Bray entitled ‘Social accounting’, read at the 
1947 meeting of the British Association, was published in 
our issues of August 30th and September 6th, 1947. 


1 New York, Oxford University Press, 1954, London, 
George Allen & Unwin Ltd. 


2 ‘Recent developments in national income and social 
accounting’, by Milton Gilbert and Richard Stone, Account- 
ing Research, January 1954, page r. 





F. Sewell Bray, F.c.A., F.S.A.A. 


accounts, and sometimes the structure of the accounts 
is unstable. When these presentations fall into the 
hands of those who are inexpert in the vagaries of 
the technique it is always possible that the significance 
of fundamental estimates will be missed. As we 
know, in the present way of doing things, statis- 
tically derived estimates of aggregate transactions 
are put into accounting form 
because of the convenience 
of the double-entry constraint. 
In this paper we shall try to 
review the subject another way 
round, and for this purpose we 
shall start with a ground plan 
of accounting theory. 

Accounting is so much a 
part of the business of every- 
day life that some acquaintance 
with its concepts and forms, as 
well as its uses, is very nearly 
an essential part of the equip- 
ment of most people who are 
engaged in earning a living from 
industry and commerce. It is, 
therefore, appropriate to suggest 
that if social accounting is to be 
commonly understood it should 
conform to the accepted patterns 
of private accounting. In one 
way or another, most definitions 
of private accounting begin by 
treating it as an orderly way of 
collecting, classifying and aggre- 
gating money facts about ex- 
changes of goods and services and transfers of value. 

The primary functions of accounts, social no less 
than private, can be listed in the following way: 





(i) To give a clear record of and to measure periodic 
income from economic activity. 
(ii) To measure changes in the make-up of periodic 
incomes. 
(iii) To show how far economic activity has been 
effectively carried out. 


(iv) To reveal the effect and measurement of income 
transfers. 


(v) To control outlay over time by measurements of 
spending and saving. 
(vi) To show the uses to which saving has been put 

and to measure capital changes over time. 


(vii) To give an inventory of assets and liabilities 
and to measure the wealth and credit standing 
of an entity of account. 


These functions are based upon the fundamental 
economic conceptions of production, consumption, 
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wealth and adding to wealth, which are the genuine 
sources for accounting notions of income, spending, 
capital and saving. Thus, it has been said that: 


‘An economic system embraces three basic forms 
of activity which we may term production, consump- 
tion and adding to wealth. Production may be defined 

` as bringing into being goods and services on which 
members of the community or the community as a 
whole, through its elected representatives, set a 
valuation. Consumption may be defined as the 
using up and wearing out of the fruits of production 
and adding to wealth may be defined as the preserva- 
tion of the fruits of production for consumption or 
for contributing to consumption later on "3 


The Accounting Basis 


The point which has to be made, however, is that 
economic activity always requires the preparation of 
accounts, for as long as men exchange goods and 
services they will want accounts to give them views 
of their transactions. Accounting, then, is a means of 
systematizing economic transactions to help us to 
understand the workings of those agents in society 
which create incomes, spend incomes, and add to or 
subtract from wealth. By planned arrangements of 
aggregates it unifies a great number of diverse transac- 
tions, and thereby succinctly explains both the 
utilization of, and state of, resources, which assists 
those who have to make decisions about economic 


activities and their financial implications. 


Accounting is essential to all economic thinking 
conducted from a factual basis, because it gives a 
factual record in an orderly manner. In the world of 
practical affairs we can only interpret what is happen- 
ing when we know something about the facts. As we 
have suggested, the ordering of those facts depends 
upon our conception of a few significant economic 
variables. Schumpeter has made the point that 


‘we have a strong scientific interest in reducing the 
number of the economic variables with which we 
have to deal’. 


He goes on to say that 


‘if we tried to write down the equations that deter- 
mine the static equilibrium of millions of firms and 
. households, we should never accomplish the task. In 
particular, we could never marshal the statistics that 
would be the necessary complement of such a system. 
This suggests the idea of reducing the number of 
variables to a few great social aggregates. This idea 
is very old. From the first economists have tried to 
reason on national income, national sum total of 
wages and the like. But it was only during the last 
quarter of a century that this idea has been system- 
atically followed up. It is clear that we should be in 
a much better position to apply theory to statistics 
and statistics to theory if we could, for some pur- 
poses or for all, confine ourselves to such variables as 
National Income, National Consumption and Invest- 
ment, Quantity of Money, Employment, and Interest 


1 Functions and Criteria of a System of Social Accounting, 


by Richard. Stone.. Income and Wealth Series I (1951). 


Bowes & Bowes Ltd, Cambridge. ; 
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Rates, Analysis which attempts to do so is called 
Macroanalysis (R. Frisch). Because the National 
Income is the central variable in which we are 
particularly interested, it is also, called Income 
Analysis’? 


To this statement I add another taken from Irving 
Fisher’s book on The Nature of Capital and Income: 


‘Careful examination shows that accounting is, 
at bottom, not a mere makeshift but a complete, 
consistent and logical system, When thus conceived 
and understood, it will be seen to be of importance, 
notalone to the accountant but also to the economist.’® 


In social, as in private accounting, we are primarily 
interested in income formation, spending, saving and 
capital formation. The functions of accounting and 
our general understanding of economic events suggests 
that what is always wanted is a simple set of related 
accounts, one to measure periodic income and its 
changes, two to show its transfer and disposition, 
three to record outlay, four to explain the application 
of retained income or saving, its effect upon wealth 
and capital changes, and five to measure and portray 
in balance sheet form those real and financial resources 
which together make up the wealth of an entity. It is 
one of my complaints about existing social accounting 
presentations that this simplicity is not always readily 
discernible. 

Those of you who are familiar with my booklet on 
Accounting Developments* will know that 1 had some- 
thing to say about this when reviewing the simplified 
system of national accounts which was designed to 
assist in comparing the structure of transactions in 
countries which were members of the Organization 
for European Economic Co-operation. You may 
remember that I did not like the national revenue 
and expenditure account because it was both a- 
consolidated current account and a consolidating 
resting or capital change account; a double piece of ` 
compression which seemed to be engaged in to get at 
total figures for gross national revenue and gross 
national expenditure. I have never had much inclina- 
tion for this gross terminology, but the real point 
about the criticism was the fact that the accounts 
themselves did not keep to the measurement of those 
few linking variables which we have regarded as 
significant. I also commented on the absence of a 
balance sheet, but qualified this comment by recog- 
nizing the formidable nature of the task especially 
in regard to the classification and valuation of real 
assets. 


Accounting Principles 


Once you accept the idea of a few significant variables, 
the accounting statement of them is logical and 


2 History of Economic Analysis, by Joseph A. Schumpeter, 
page 1143. New York; Oxford University Press, 1954. 
London: George Allen & Unwin Ltd. 


3 The Nature of Capital and Income, by Irving Fisher, 
page 140. New York: The Macmillan Co, 1919. 


‘4 Reprint Series No. 4. Incorporated Accountants’ Research 


Committee for the Stamp-Martin Professor. 


344: 


consistent when they emerge within a double- 
entry framework. We know that double-entry re- 
cording is fundamental to accounting theory, for if 
there is a receiver of money or its equivalent, then 
there is also a payer. This explains why it always 
shows itself in those planned arrangements, either 
of transactions or aggregates, called accounts, and 
thereby imparts to them a measure of coherence. 
Accounts must balance, and it is the great merit of 
the double-entry principle that it so provides a check 
on the disposition of recorded transactions. Once a 
transaction has been noted in a double-entry system, 
formally maintained, it cannot be lost sight of. 
Fundamentally, then, we should think of double- 
entry as a logical means of dealing with transactions 
in the order in which they have occurred, a mechan- 
ism for handling continuous and verifiable data. In 
fact, the double-entry procedure is an expression of 
exchange. Exchange is at the centre of economic life 
and involves a receiver and a giver, and an incoming 
and outgoing, both real and financial, at the same 
time. Thus, economic processes, whatever their 
magnitudes, have balancing properties, and such 
processes are not properly portrayed quantitatively 
unless these are revealed. Nevertheless, it is important 
to remember that accounting presentations are partly 
descriptive and may not necessarily express casual 
relationships, although I do tend to regard output 
estimates as partly generating causative relation- 
ships. 


be mentioned here, relates exchange and other transac- 
tions to an entity, or, as some prefer to think, a 
transactor. I do not altogether favour the term 
‘transactor’ in this context, because it suggests the 
-economic dealings of a real or legal person, and that 
would limit the scope of accounts. The word ‘entity’ 
has a wider meaning which is more significant for 
accounting theory. Although both terms are used in 
the following statement, the distinction between them 
is clear. ‘Thus: 


‘we cannot begin to shape accounts until we have 
conceived either the units of organized activity or 
the transactor whose history and condition we wish 
to measure and portray in financial terms. Plainly 
we must look at the transactions which take place 
under one roof, whatever that roof may be. I there- 
fore regard the entity notion of accounting theory as 
primary. If you keep to the provisos I am about to 
mention you can make the entity what you will. It 
may be a firm, a person, or a company; it may be 
legal or domestic, a group or an individual; it may 
ascend or descend the hierarchy of economies to be 
limited at will by political, industrial or natural 
boundaries; but whatever province we do choose to 
account for we know that it must have a real exist- 
ence, and it must be significant for the purposes 
which finally resolve the structure of all accounts, 
namely the measurement of periodic income and the 
measurement of wealth.’! 


In social accounting the lesser sector entities, as a 


1See my Four Essays in Accounting Theory, pages 4-5. 
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minimum, are usually functionally classified’ as 
producers, governments, households and sometimes 
regions; the greater entity is, of course, the nation. 


Government Accounting 


Sector accounting as now conceived within social 
accounting is not quite so new as some would have 
us believe. For example, I have seen recently a 
reproduction of The General Ledger of the Kingdom 
of Sweden, dated 1623. I understand that this general 
ledger of 1623 


‘marks a revolutionary change in the financial 
administration of Sweden — the application of the 
double-entry book-keeping system to government 
accounts, It is the oldest double-entry account book 
of any kind known to exist in that country’. 


Moreover, it appears that 


‘this reform was one of the products of the reorgan- 
ization program carried out in the reign of King 
Gustav Adolf (1611-1632). The instrument for 
financial control’ 


— and this is the interesting point in the context of 
our present discussion — 


‘had already been created by Gustav Vasa in 1539 

in the form of a permanent Chamber for the central 

financial administration. Under Gustav Adolf, this 

Chamber (Kammaren) had two departments, one 

for the Treasury and one for accounts. The latter, at 

first concerned mainly with the audit of local agents 
of the Crown, was soon delegated new tasks. The first 
was to prepare annual government budgets of revenue 
and expenditure, beginning in 1619. The second was 
to set up a new system of central account books, 
primarily intended to give a comprehensive view of 
the revenue and expenditure of the entire Kingdom.’ 
This idea had already been used in a very simple 
form on at least two earlier occasions during the 
sixteenth century. The epoch-making character of 
the seventeenth-century application of the concept 
lay in the decision to adopt the double-entry 
system for this and other accounts.’ 
It is clear from this that social accounting concepts 
and ideas have an early origin, and even more 
remarkable, as I think, is the fact that the accounts of 
the central government sector were to be based on 
actual double-entry records and not statistically 
derived. 

Another point of interest which I think should be 
specially marked having regard to the impetus given 
to modern social accounting development in the 
Netherlands, is the fact that as 

‘the intended system was very little known or 

practised in Sweden at that time, the government in 

1623 called in a prominent Dutch merchant, 

Abraham Cabiljan, to carry out the reorganization’. 


It seems that 


‘Cabiljan was born in Leyden in 1571 and had 
formerly been a merchant in Amsterdam. He lived 
in Sweden from 1607 to 1617 and from 1621 to his 
death in 1645. In Sweden he held several prominent 


2 Italics mine.’ 
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positions in the service of the government. He 
apparently had had no previous experience in the 
field of government accounting, but he was known 
to be an outstanding administrator and an expert in 
double-entry book-keeping. He may have been 
familiar with the ideas of the Dutch mathematician, 
Simon Stevin, who, in books published in 1608, 
suggested the use of double-entry book-keeping for 
government accounts. This cannot be proved, 
however, since there are many differences in tech- 
nique between Stevin’s proposals and the ledger 
of 1623.4 
This piece of information is even more fascinating 
to someone, like myself, who recently attended the 
Accountants’ Day of the Netherlands Institute, at 
which Professor Witteveen made considerable use of 
social accounting concepts in his deductions from 
the identity between national income and imports on 
the one hand and consumption, investment, govern- 
ment expenditure and exports on the other hand. His 
general thesis had some bearing on the functions of 
accounting in their social context, especially the 
income and capital change accounts, for he argued 
that 


‘the susceptibility of economic life to business 
cycles depends on the degree to which a primary 
change in the stream of incomes develops’. 


He said that the two chief factors determining the 
extent of this cumulative development were 


‘the degree to which a change in incomes leads to a 
change in the demand for home-produced consump- 
tion goods (the marginal consumption quota); and 
the degree to which a change in the production of 
consumption goods can lead to a change in invest- 
ments’, 

He also made the point, familiar to most of us, that 


‘the level of the national income is now determined 
to a far greater extent by government expenditure’.? 


Accounting Simplicity 


I think that most economists who have seriously 
considered the development of social accounting 
would claim that consolidated national accounts do 
provide a certain factual background from which, as 
an example, it is possible to tell the extent to which a 
national economy is dependent upon foreign trade. 
With the further development of input-output 
analysis they would also see the probable matching 
of the supply of and demand for productive resources 
in the immediate future, and the financing of it in 
the form of a budget. Nevertheless, our understand- 
ing of the behaviour of national aggregates is usually 





1'These quotations have been taken from an English 
Summary relating to a recent treatise by Per V. A. Hanner, 
published by Férlagsaktiebolaget Affirsekonomi in recogni- 
tion of Professor Oskar Sillén’s service on the editorial 
board of the publishing company. 


2 Stellingen van Prof. H. Z. Witteveen insake het onderwerp: 
is de wereldeconomie minder conjunctuurgevoelig gewarden? 
Nederlands Instituut van Accountants, Accountantsdag, 


1954. 
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clearer if the accounts which measure them are 
relatively simple, and this seems to me to fit in with 
the statement that 

‘comprehensiveness of statistical data and the 

elaboration of relationships expressing economic 

behaviour assume a greater importance the smaller 
the number of variables that are determined in 
advance by acts of public policy.’® 
Social accounting simplicity is thus made partly 
dependent upon acts of public policy, but, equally 
public policy will not be reasonably understood with- 
out social accounting simplicity. 

Another issue which needs to be made clear in all 
accounting, private no less than social, is the distinc- 
tion between the real and the financial. The financial 
end of things can be thought of as an outer band 
protecting the real, and all ideas about working 
capital should be looked upon in this light. Funda- 
mentally, it is real resources and their utilization 
which are important, but real resources cannot be 
acquired, put into use, or kept in use without finance. 

As we have seen, in considering a design for the 
accounts of society we are implicated in the nature 
and significance of the accounting exercise itself, 
including some of its principles, the concepts of 
structure and form, and the concepts of measure- 
ment and behaviour. We have first to deal with 
primary accounts and the relationships between the 
aggregate categories included in those accounts. 
Thereafter we have to look at difference accounts 
and the relationships between the aggregate categories 
included in those accounts. In setting up these 
accounts we should concentrate on clear and simple 
forms, so that categories for aggregates are few and 
essential. In this way their significance can be quickly 
taken in and understood. 

I now turn to what might be called a generally 
accepted presentation of social accounts, but before 
looking at this in detail, I just want to mention that 
I shall not be specifically considering the social 
accounts of the United Kingdom as given in the 
blue book on National Income and Expenditure.* 
Nevertheless, let me say at once that I do regard this 
particular publication as a very well formulated 
piece of work, especially having regard to the source- 
material available. 


A Minimum Presentation 


Gilbert and Stone have told us that the Standard- 
ized System of National Accounts used by the Organiz- 
ation for European Economic Co-operation divides 
the transactions of an economy into those main 
groups which are important for analytical purposes: 


‘purchases and sales of goods and services, payments 


3 Statistical Office of the United Nations, August 1952. 

A System of National Accounts and Supporting Tables. 
Report prepared by a Committee of National Income 

T appointed by the Secretary-General. New York. 
age 8. 

4 National Income and Expenditure, 
Stationery Office, August 1954. 
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and receipts for factor services, payments and 
receipts of unilateral transférs and transactions 
involving financial claims. Appropriate classifica~ 
tions for each of these main categories are provided.” 


The transactions are entered on six accounts, 


‘which provide the minimum division of the economy 
into sectors needed for analytical purposes and 
which also yield the main national income aggre- 
gates’, 
I want to review these accounts and to offer some 
comments in the light of the kind of economic 
accounting theory which I think is worth following. 


You will remember that we have already emphasized. 


conceptual measurements of income formation, 
spending, saving and capital formation, because 
these are traditional in the world of enterprise, both 
to the formulation and understanding of accounts. 
All accountants have been schooled in the significance 
of periodical measurements of profits and their make- 
up and the importance to be ascribed to undistributed 
income. 

The first of the six accounts noted by Gilbert and 
Stone is called a National Product and Expenditure 
account. It is clearly designed to bring out the gross 
national product at market prices and the gross national 
expenditure at market prices. Although it is useful to 
have these gross figures of product and expenditure, 
I do not find it easy to regard them as of first import- 
ance. My order for accounting understanding would 


be Income, Appropriation, Outlay and Capital. The ' 


National Product and Expenditure account is virtu- 
ally a consolidated Outlay account. On the left-hand 
side we have national income plus depreciation and 
other operating provisions plus indirect taxes less sub- 
sidies, to give gross national product at market 
prices. On the right-hand side we have consumers’ 
expenditure on goods and services plus gross domestic 
asset formation plus [sales of goods and services to the 
rest of the world and factor income payments from 
the rest of the world less purchases of goods and 
services from the rest of the world and factor income 
payments to the rest of the world] to give gross 
national expenditure at market prices. ° 

As is customary with economist-trained social 
accountants, the account seems to be organized on a 
receipts and payments basis, whereas an accountant 
would expect income to be credited and expenditure 
debited. I have been into this several times before, 
and there is little point in pursuing it here. Neverthe- 
less, it does seem to me that the account would be 
plainer if the depreciation provision was shown as a 
disclosed inset deduction from gross domestic asset 
formation, and if the figures for indirect taxes and 
subsidies were shown as disclosed inset adjustments 
to consumers’ expenditure on goods and services. 
I recognize that this would impair the gross total 
concepts at market prices, but there would be a 
distinct gain in understanding, as it seems to me, in 


1‘Recent developments in national income and social 
accounting’, by Milton Gilbert and Richard Stone. 
Accounting Research, January 1954, pages 5 and 6. 
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setting forth a clear view of the outlay of income. ` 


Measurements of gross national product and gross 
national expenditure at market prices could be easily 
detailed by way of subsidiary information. The 
important relationships in outlay are those which 
relate income to consumption expenditure, and 
income to saving, especially if we are interested in 
periodic standard relationships. As a consequence, 
an outlay change account would be valuable so that 
we could see the changing nature of these relationships. 


The National Income Account 


The second account which Gilbert and Stone give 
in their minimum division of the economy is the 
National Income account. I think it should have 
been the first account. It is meant to explain the 
make-up of national income in minimum terms, but 
in doing so it strays into appropriations of income in 
concertina fashion. Thus, the national income is 
given as compensation of employees plus income 
from property and entrepreneurship accruing to 
households, etc., plus saving of corporations plus 
direct taxes on corporations plus government income 
from property and entrepreneurship less interest on 
the public debt. Compensation of employees is clear 
enough, but as an accountant, I cannot feel happy 
with even a minimum presentation if it is without an 
operating account for enterprise or entrepreneurship. 
As things stand, enterprise income has to be deduced 
from four items, namely, income from property and 
entrepreneurship accruing to households etc., saving 
of corporations, direct taxes on corporations, and 
government income from property and entrepreneur- 
ship; to say the least of it a rather back-handed way 
of doing things. I recognize that paucity of statistical 
resources has something to do with this, but as a 
formal point I should have preferred enterprise 
income to be separately stated in the consolidated 
income account and saving to be regarded as a balance 
on consolidated outlay account, and direct taxes to be 
shown as a transfer payment in a consolidated 
appropriation account. ‘The present compression does 
not make for accounting understanding because it is 
statistically conceived. 

If sufficient statistical resources are available there 
is everything to be said for the production of sub- 
operating accounts désigned to show the behaviour 
of different types of organization, but in any event it 
does seem to me that even a minimum presentation 
should include an aggregated operating account for 
enterprise or entrepreneurship prepared with the 
object of recording the value added by productive 
economic activity. I say aggregated, despite the 
suggestion of double-counting, because I am con- 
cerned to emphasize the importance of standard 
relationships. A very simple form of this account, 
restricted to the barest minimum of ‘make-up’ 
information, could be given on the lines of the 
combined operating account for public corporations 
included in the Blue Book on National Income and 
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Expenditure, 1946-53, as Table 25. I give an example 
of what I mean below: 


£ 
Purchases of goods Sales of goods an 
and services .. x services .. a oe 
Changes in inven- 
tories .. as. Së 
— x 
Net output or value 
added sit x 
x x 
= —— 
Income from employ- Net output or value 
ment z ee, Së added e: N 
Rent .. e a Ue Subsidies* .. ia. 
Taxes on expenditure* 
(e.g. rates, motor 
vehicles and cater- 
ing licences) x 
Depreciation .. x 
x 
Operating income x 
x x 
= Fees 


* In strict theory we could regard these items as transfers 
into and out of operating income. 


Standard Relationships 


From this style of operating account we can devise 
overall standard relationships between the consump- 
tion of purchased goods and services on the one 
hand and sold goods and services on the other hand, 
between income from employment and net output, 
and between rent and depreciation and net output. 
It is true that these are only financial relationships 
between aggregates which cover up a number of 
different conceptual categories on the expenditure 
side, nevertheless they do give us some ideas about 
production if they are supported by a difference 
account showing the changes from one accounting 
period to another.1 A comparison of periodical 
standard relationships with change relationships of 
the same order would be especially interesting. 
Another interesting development of periodical stand- 
ard relationships could come about by way of a 
comparison deduced from the aggregated operating 
accounts of private enterprise and government 
enterprise. In fact, when we are considering operating 
behaviour patterns of this order, standard relation- 
ships might be regarded as circumstantial sanctions 
to evidence the effective use of resources in income 
generation. 

The third account given by Gilbert and Stone in 
their minimum presentation is called a Consolidated 
Appropriation account for General Government. 
There is little that need be said about this account 
except that outlay is included in the appropriation. 
Thus, on the left-hand side, government current ex- 
penditure on goods and services plus subsidies is 


l See ‘Accounting Dynamics = Il’, a research lecture, 
delivered at Incorporated Accountants’ Hall on November 
16th, 1954. 
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included with items for interest on the public debt, 
current transfers to households, etc. (net), current 
transfers to the rest of the world, and saving of 
government to give one total for current expendi- 
ture and saving of general government. I cannot 
altogether see why this total is especially signifi- 
cant, except that it is the balancing counterpart 
to a right-hand side total for current revenue of 
general government, which, incidentally, includes 
an item for current transfers from the rest of the 
world. My real quibble with the showing of this 
account is that all transfers should be separately 
dealt with in a sectional part of the account before 
outlay is considered. A similar view might be taken 
in regard to the fourth account, described as a 
consolidated appropriation account for households 
and private non-profit institutions — and surely com- 
pensation of employees plus entrepreneurship income 
might be sub-totalled to give a figure of income from 
operating activity. I have always found a formal 
difficulty in accepting the compression of outlay 
and appropriation in one account, and Í do not care 
for a heading which conjoins dissimilar groups like 
households and private non-profit institutions. 
Accounts five and six are straightforward. Number 
five presents consolidated capital transactions. If I 
have a point about it at all, I should wish to see 
depreciation treated as an inset deduction from gross 
domestic asset formation. It always seems to me odd 
that depreciation and other operating provisions 
should be included with saving and other items to 
give a total for the gross addition to national wealth. 
In this context, I cannot but regard the use of the 
term ‘gross’ as somewhat misleading. Account number 
six in the Gilbert and Stone presentation is a Con- 
solidated account for the Rest of the World which, 
because of its simplicity and clarity, does not call for 
comment. There is a great deal to be said on the score 
of understanding for a minimum system of accounts 
and entries, because, as Gilbert and Stone remark, 


‘it has the advantage of being capable of greater 
elaboration within its given framework by countries 
whose statistical resources make such elaboration 
feasible’ .* 


Standardization 


Standardization of social accounts is obviously a 
desirable ideal, more especially if we remember 
that, as in private accounting, the measurement of 
operating income, however derived, is a vital aggre- 
gate; in fact it is the whole issue in national income 
measurement. Gilbert and Stone foresee the develop- 
ment of standardization along three lines, with which 
it would be impossible to quarrel. 

“The first is . . . elaboration . . . to embrace 
additional aspects of social accounting, such as 
input-output statistics, capital accounts by sectors, 
and balance sheets for sectors and for the whole 
economy. The second is to provide more satisfactory 
operational definitions of various components of 


2 Op. cit., page 7. 
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the national accounts, especially those which present 
particular conceptual difficulties, such as gross 
capital formation and depreciation. The third is 

_improvement in the statistical comparability of 
national accounts estimates.” 


Although I regard input-output analysis as an 
accounting development, I think that, to be of real 
use, it is best considered in the field of both economic 
and accounting dynamics. In my view an important 
approach to this subject could come by way of deduc- 
tions from periodical input-output change accounts, 
but I will not pursue this suggestion here. In private 
accounting, some importance is attached to the 
relationship between operating income and the value 
of operating assets employed, but if we gave any 
significance to this’ ratio in social. accounting it 
would mean a much more decided development in 
balance sheet estimates than has so far proved 
possible. Gilbert and Stone on this question sum up 
thus: 


‘In the rapid spread of social accounting over the 
past twelve years, attention has been concentrated 
almost exclusively on flows as opposed to stocks. 
The resulting accounting systems are incomplete, 
since they lack sector and national balance sheets. 
This common omission is not difficult to understand 
in practical terms. For, on the one hand, the con- 
struction of balance sheets involves a number of 
conceptual problems which do not have to be con- 
sidered in constructing flow accounts and, on the 
other hand, balance sheets involve statistical data 
which, in most countries, are not at present avail- 
able. Recent work on economectric models, how- 
ever, serves to emphasize the importance of a know- 
ledge of balance sheet items, both in the study of 

_ the relationship between product and capital forma- 
tion and in a general formulation of the relationship 
between consumption and income. From the point 
of view of the utility of the social accounts, therefore, 
as from that of their formal completeness, the present 
position is unsatisfactory and constitutes a challenge 

ro those engaged in social accounting.” 


Some attention has been given to this problem, 
and in that connection I should especially like to make 
mention of the work of Rijken van Olst, Korn and 
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Oomens in the Netherlands and Goldsmith in the 
United States. 


The Practical Uses 


One is frequently asked about the practical uses of 
social accounts. Well, we surely need to know 
whether the signs are good or bad in the country’s 
internal economy, and in its external position. Are 
we establishing our sources of external credit? What 
is happening to our external balance and our exports? 
Are personal and corporate savings increasing or 
decreasing? Is real national income increasing, and, if 
so, how is it being applied — in increased consump- 
tion or increased saving? Í quote from a recent speech 
of the Chancellor of the Exchequer. 

‘I have always emphasized that the best way — 
and in the long run the only way — to ease the strains 
on the economy was to expand production. Between 
1950 and 1953 the national product increased by 
about 7 per cent in real terms. It was this increase 
in our output which enabled us to carry out the 
very heavy increase in defence expenditure, which 
required about half of it. Much of the remainder 
went on housing, and very little to consumption. 

‘If production goes on expanding (as it is still 
doing) and with the big rise in the defence pro- 
gramme behind us, we should be able to devote 
future increases in output to investment and to 
raising the standard of living. The rate at which we 
increase the scale and efficiency of our production 
year by year will decide our position in the world. 
I close with only one proposition, which always 

seems to me relevant to the kind of aggregate measures ` 
we have been considering. Whatever values we may 
regard as determining the goal of mankind, it is 
always desirable to set our sights to an expanding 
economy, and to judge this in terms of an increasing 
real income, and an increasing real wealth accumula- 
tion. I know that this will appear to many as a trite 
and over-simplified abstraction which fails to take 
account of many social and economic problems. 
Nevertheless, when these problems are finally con- 
sidered, with all their implications, we somehow 
sense that their solutions should not be allowed to ‘lead 
to a contraction in the size of the national dividend’. 


WEEKLY NOTES 


Budget Day 


It was announced in the House of Commons on 
March 17th, that the Chancellor of the Exchequer 
will present his Budget to Parliament on Tuesday, 
April roth. We hope to discuss the Budget and to 
summarize the taxation proposals in our issue of 
April 23rd. 


Provision for Employees’ Leaving Payments 


The social legislation of Peru obliges employers to 
make prescribed payments to their employees on 
termination of the employment, subject to the fulfil- 


1 Ibid., page 8. 2 Op. cit., page 12. 


ment by the employee of certain conditions. The 
amount depends upon length of service and final rate 
of pay but a reduction in pay during service does not 
affect the amount payable in respect of service 
performed before the reduction. 

The Southern Railway of Peru Ltd made provision 
in its accounts for the above payments, but the Inland 
Revenue contested the deduction for the purposes of 
United Kingdom income tax. The Special Commis- ` 
sioners held that the provisions represented correct 
accountancy practice and allowed the company’s 
appeal. Upjohn, J., reversed their decision (Tax 


8 As reported in The Times, October 21st, 1954. 
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Leaflet 1710) and the company’s appeal to the Court 
of Appeal has now been dismissed (Financial Times, 
March 18th, 1955). In the course of his judgment, 
Jenkins, L.J., said that the liability to make the pay- 
ments became an actual expense only in the year in 
which it actually became payable. 

The company received leave to appeal to the House 
of Lords. 


Inland Revenue Chairman to Retire 
The retirement from the public service of Sir Eric 
St J. Bamford, K.C.B., K.B.E., C.B., chairman of the 
Board of Inland Revenue, during the course of the 
summer, was announced from the Prime Minister’s 
office this week. He will be sixty-four next October 
and has been chairman of the Board since 1948. 

Sir Eric will be succeeded by Sir Henry D. 
Hancock, K.C.B., K.B.E., C.M.G., who continues his 
. present appointment as Permanent Secretary to the 
Ministry of Food until the forthcoming amalgamation 
of that Ministry with the Ministry of Agriculture. 


Survey of Nationalized Industries 

The Government’s motion to set up a Select Com- 
mittee on the nationalized industries, in accordance 
with an undertaking given in July 1954, was tabled on 
Tuesday of last week. The function of the new 
committee will be to keep Parliament better informed 
about the activities and problems of" State-owned 
undertakings without attempting to control their 
internal management. 

A committee of this nature was first proposed in 
the report, published in 1953, of the Select Commit- 
tee on nationalized industries under the chairman- 
ship of Mr Ralph Assheton, but not all the original 
recommendations as to its character and constitution 
have been adopted. For example, the Government 
have not agreed that it should be a permanent body. 
It will meantime be appointed on a sessional basis 
only and its work will be looked upon as experi- 
mental. The Government have also turned down the 
suggestion of the Assheton Committee that the 
secretariat should include an official of the same 
status as the Comptroller and Auditor-General. 

The terms of reference state that the Select Com- 
mittee will: 

‘examine the reports and accounts of the nationalized 

industries established by statute whose controlling 

boards are wholly appointed by Ministers of the 

Crown and whose annual receipts are not wholly or 

mainly derived from moneys provided by Parliament 

or advanced by the Exchequer.’ ` 
It will also: 

‘obtain further information as to so much of the 

current policy and practices of those industries as 

are not matters which (a) have been decided by or 
clearly engage the responsibility of any Ministers; 

(b) concern wages and conditions of employment 

and other questions normally decided by collective 

bargaining arrangements; (c) fall to be considered 
through formal machinery established by the relevant 

Statutes, or (d) are matters of day-to-day admin- 

istration.’ i 
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The task, as so defined, bristles with difficulties 
and the thirteen members who, the Government 
proposes, should undertake it are: | 

Lord Hinchingbrooke, Sir Ian Horobin, Miss 

Florence Horsbrugh, Mr James Hutchison, Mr 

Ramsden, and Sir Patrick Spens (Conservatives); 

Mr Renton (National Liberal and Conservative); 

Mr Albu, Mr Ernest Davies, Mr Noel-Baker, 

Mr Palmer, and Mr George Strauss (Labour); and 

Mr Wade (Liberal), 


P. D. Leake Trust Accounts 


Copies of the accounts of the P. D. Leake Trust for 
the year to October 31st, 1954, as mentioned in our 
report of the meeting of the Council of the Institute 
on February 2nd, 1955, are now available without 
charge on application at the offices of the Institute 
in Moorgate Place, EC2.1 With them are bound the 
second reports of the P. D. Leake Committee and of 
the Council of the Institute both for the period covered 
by the accounts. 

The Committee’s report refers to the recent 
establishment at Cambridge University of the P. D. 
Leake Professorship of Finance and Accounting 
and of the appointment of Mr J. R. N. Stone, c.B.z., 
M.A., to the chair as from: July 1st, 1955. The Com- 
mittee states that it will now turn its attention to the 
use of the remainder of the Trust income, always 
remembering that the Cambridge annual grant of 
£3,000 may have to be augmented to ensure the 
success of the envisaged research activities. In its 
report dealing with the capital and income movements 
of the Trust during the year, the Council states that, 
as before, the accumulated income has been invested 
and that the revenue from these investments has 
increased the maintainable income of the Trust by 
more than {£1,300 per annum. At October 31st, 1954, 
the assets on income account amounted to £34,059, 
an increase of £5,433 over the total a year ago. Assets 
on capital account at October 31st, 1954, were 
£85,446 as compared with £84,877 in 1953. The total 
income of the Trust for the year from both capital 
and incomie assets, before deduction of expenses of 
£817, was £6,250. A detailed schedule of investments 
and of the income derived therefrom is appended 
to the accounts. 


Changing the Year-end 


The American Institute of Accountants has recently 
issued a persuasive little pamphlet giving a number of 
reasons why companies should select the financial 
year-end best suited to their businesses instead of 
keeping slavishly to the calendar year. Six arguments 
are adduced for choosing what it calls the ‘natural 
business year’. These are: inventories can be taken 
when stocks are at their lowest levels and when 
employees are least busy; the balance sheet shows 
the most liquid position which is useful if bank 
facilities are required; the profit and loss account 
reflects a complete cycle of operations instead of the 


1 See The Accountant, February 12th, 1955, at page 194. 
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end of one season and the beginning of another; the 
financial accounts are available in time for planning 
for the year ahead; the more liquid the balance sheet 
is the smaller is the area of dispute with the tax 
authorities; and, finally, auditors can give service 
more effectively if their clients’ year-ends are 
‘staggered’. The American Institute also advocates 
using the convention of thirteen cycles of four weeks 
instead of the twelve calendar months when pre- 
senting periodic statistics to management. 

Single copies of the pamphlet, which is called 
Do you close your books on New Year’s Eve?, are 
available, free of charge, from the Natural Business 
Year Committee, American Institute of Accountants, 
270 Madison Avenue, New York 16, N.Y. 


Outcome of G.A.T.T. 


In a chronic and complicated series of negotiations 
such as the- General Agreement on Tariffs and Trade 
which have just been concluded at Geneva, the out- 
come cannot be entirely satisfactory to everyone. 
Success has to be measured in terms of compromises 
achieved and the most that can be hoped for is that 
the whole affair has been a dodo race in which ail 
have run and all have had prizes. Judged on that 
basis the recent talks have been fairly successful. 
The British Government’s efforts to limit the use of 
import quotas has met with only partial success. 
On the other hand this country’s colonial areas will 


benefit from the preferential treatment which has 


been agreed for undeveloped territories. Such areas 
under the new agreement have been given the right 


to impose quantitative restrictions to protect domestic ' 


industry without the prior approval of other members 
of the organization and in the wake of this has come 
Britain’s right to give special treatment to colonial 
produce in the United Kingdom market. The United 
States has reserved its right to maintain import 
quotas and even introduce new ones on products 
covered by Section 22 of its Agricultural Adjustment 
Act — much to the chagrin of this country which has 
opposed such devices in principle. ! 

The general effect of the new agreement which is to 
run until 1962 is to increase the strictness of super- 
vision in ensuring that the terms of G.A.'T.T. are 
carried out. Little progress has been made on the 
question of export subsidies. l 


Interest in Automation 


The decision some time ago by the Ford Company in 
America to operate a series of production processes 
almost entirely by instrumentation and electronic 
control, and not least the success which the develop- 
ment seems to have achieved, has been the occasion 
for a good deal of speculation on the possibility of 
such developments becoming general throughout the 
industry. The further substitution of automatic con- 
trol devices for labour has been given the title of 
‘automation’. The possibility that this might be 
carried. to extremes, resulting in the loss. of employ- 
ment by workers, has already touched off a con- 
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troversy between the trade union leaders in the 
American automobile industry and the president of 
one of the large American trade organizations. A 
similar, and it is to be hoped somewhat less violent, 
interest is developing in this country. The Institution 
of Production Engineers is to consider automation 
this year and the Trades Union Congress has invited 
its member unions to send in their views on the 
growth of automation in the industries with which 
they are concerned. 

It would be as obscurantist of the workers to oppose 
automation in principle as it would be for office 
workers and business executives to refuse to have 
anything to do with electronic computers. It is also 
true that automation in varying degree is no more 
than the logical development of mechanization. Large 
increases in productivity can be achieved in the long 
run with a limited labour force only if mechanization 
is further intensified. Already many industrial pro- 
cesses and the methods of payment to workers are 
governed by the speed of the machines rather than 
the skill or application of the operatives. Automation 
means going on from there. 

It is nevertheless certain that the more advanced 
forms of automation can be introduced only with 
tact and diplomacy on the part of management. 


Australian Import Cuts 


The new bout of import restrictions announced by 
the Australian Government this week was not 
unexpected. It was generally thought that the question 
was one of how severe the cuts should be rather than 
whether they should be imposed at all. The decision 
to limit the importation of a wide range of consum- 
ables and capital goods is no more welcomed for that 
however. It seems likely that the industries most 
troubled by the controls will be consumer goods ~ 
notably textiles — but a wide range of capital goods, 
especially motor vehicles, will also be seriously 
affected. 

From the point of view of timing, the reduction 
is particularly unwelcome in this country. The recent 
increase in Bank rate, fluctuations in Stock Exchange 
prices and short order books in the Lancashire 
cotton and textile industry have already stimulated 
the opinion that the industrial boom is over. This 
time of the year, one month before the Budget, is 
normally a time of indecision among those who would 
otherwise be taking a constructive view on investment 
in new plant and equipment or the implementation of 
various kinds of development schemes. On top of 
these circumstances has come the Australian decision 
and it is well known that exports to that Dominion 
played a vital part in ending the recession of 1952. 
The United Kingdom is now called upon to replace 
part of its Australian market elsewhere at a time when 
international competition is becoming increasingly 
severe, The continued recovery in the United States 
economy, however, gives some hope that exports 
to that country may gradually increase during the 
present year. 
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REVIEWS 


An Introduction to Cost Accountancy 
(Volume ITT) 
by R. Warwick Dobson, C.A., F.C.W.A. 


(Gee & Co (Publishers) Ltd, London. 37s 6d net) 


_ With this volume, which is as good as both its 


predecessors, Mr Dobson neatly rounds off his 
trilogy on cost accountancy. It covers cost recording 
and presentation, devoting a chapter each to sales, 
materials, wages, expense records, fixed assets, cost 
centres, cost units, standard costs and marginal costs 
and with a final chapter on uniform cost accounting. 
The text, which is very fully illustrated by more than 
one hundred and fifty charts and specimen forms, 
explains in each instance the basic records required, 
the appropriate book-keeping entries and the form 
in which the information should be presented. 

Mr Dobson’s intention throughout the three 
volumes is to give the reader a clear picture of the 
essentials of cost accountancy and of its development. 
He has left more detailed consideration of single 
aspects of the subject to the specialist writers. Now 
that the work can be read in its entirety, it may be 
said without qualification that he has fairly and 
squarely succeeded in his objective and that in An 
Introduction to Cost Accountancy he has produced a 
text-book of real and lasting value to future genera- 
tions of costing students. 


Leaders of British Industry 
by G. H. Copeman, Ph.D. 
(Gee & Co (Publishers) Ltd, London- 15s net) 


In 1951, Dr Copeman wrote to more than 3,000 
directors of large public companies asking for 
particulars of their careers. About 39 per cent 
responded and from their answers he compiled this 
symposium. The first part deals, in a general way, 
with the development of the office of director, the 
legal status of the position, the qualities required to 
be one and the duties involved. The second part is an 
account of the author’s inquiry and the interesting 
facts which emerged from it. The average age of those 
directors who replied was 554 years. Their first 
appointment as director came when they were about 
40 and they were likely to remain on the boards of 
Some company for a span of nearly thirty years 
altogether. More than one-third of them began their 
careers in large companies, 15 per cent in medium- 
sized companies and 22 per cent in small concerns. 
Eighteen per cent came from independent professions 
such as accountancy and law, 4 per cent from the 
regular armed forces and only 3 per cent from the 
Civil Service and public authorities. Rather more 
than half the respondents were the sons of business 
men although about two-thirds of these were in 
separate firms from those with which their fathers 
were or had been associated. Only a small number 
came from the working and lower-middle classes. 
Half of the sample sending replies had been to public 


schools and rather more than a third had attended 
the universities. e 

Dr Copeman discusses ways in which the inquiry 
may be followed up so that the trend of leadership 
in large-scale industry in the future may be observed. 
If this were accurately plotted~the degree of 
accuracy would be in direct ratio to the co-operation 
given in providing information—it might be of 
considerable help to individual companies when 
selecting new members for their boards. 


Central Banking 
Third Edition 


by M. H. de Kock, Ph.D. (Harvard) 
(Staples Press Ltd, London. 30s net) 


The author, who is both a banker and an economist, 
deals with his vast subject from the theoretical as 
well as from the practical viewpoint. He describes 
the development of the central bank and its constitu- 
tion, management and functions including the various 
forms of control in operation for credit, investment 
and exchange. A new chapter on the recent revival 
of monetary policy, with particular reference to 
Great Britain and the United States, has been added 
to this edition and is especially apt in view of recent 
happenings in the financial world. The remainder of 
the text has been thoroughly revised. 

The intricacies of central banking are not easy to 
explain to the layman but Dr de Kock succeeds with 
distinction, partly because he is an expert on his 
subject and partly because of the clarity of his style. 


Whitaker’s Almanack, 1955 
(J. Whitaker & Sons Ltd, London. Cloth board 


edition rss; shorter edition 7s 6d; library edition 30s) 


The 1955 edition of Whitaker's Almanack has made 
its welcome appearance and once again maintains its 
high standard as a valuable work of reference. 

Included in the many useful sections is a full list 
of the Government as reconstructed in October 1954, 
and details of the progress of the Royal Tour of the 
Commonwealth. The section on Government and 
Public Offices has been improved by the inclusion of 
new or lengthened introductory paragraphs explain- 
ing their functions, while the section dealing with 
Law Courts and Offices has been rearranged and 
brief notes on Civil Courts added. 

The notes on local government authorities in the 
United Kingdom have been expanded by a new 
article covering their constitution and giving details 
of their organization and finance, and there is an 
addition to the statistical section which has been 
brought completely up to date and includes a division 
of revenue and expenditure between Scotland and 
the rest of Great Britain. An interesting feature is the 
sixteen-page illustrated section depicting notable 
events of the past year. 
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RECENT PUBLICATIONS 

Income Tax, SURTAX AND Prorits Tax, 14th edition, by 
E. Miles Taylor, F.C.A., F.S.A.A. xvili--s98 pp. 9 x 64. 
30s net. Textbooks Ltd, Harpenden. 

EXAMINATION QUESTIONS ON GENERAL COMMERCIAL KNOW- 
LEDGE TOGETHER WITH ANSWERS THERETO, by R. Byrne, 
A.C.A., A.S.A.A., F.C.LS. 449 pp. 64 44. ros 6d net; 115 by 
post. Students’ Publications Ltd, Woking, Surrey. 
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RANKING & Spicer’s Company Law, roth edition, by , 


` H. A. R. J. Wilson, F.c.A., F.S.A.A., and T. W. South, B.A., 
Barrister-at-Law. xlvii+-49I pp. 9X6. 25s net. H.F.L. 
(Publishers) Ltd, London. 

STEVENS’ ELEMENTS OF MERCANTILE Law, r2th edition, by 
John Montgomerie, B.A., Barrister-at-Law. lxiv+-662 pp. 
Landes, 9 X 6. 17s 6d net; 19s 2d by post. Butterworth 
& Co (Publishers) Ltd, London. 


FINANCE AND COMMERCE 


Wide price fluctuations in ‘thin’ and uncommercial 
conditions are the current experience in stock- 
markets and there is hardly likely to be any major 
improvement until Budget and General Election 
doubts are out of the way. Business has fallen away 
considerably from the peak activity enjoyed earlier 
this year and long-term confidence has yet to overcome 
the numbing effect of short-term indecision. 

A fresh round of industrial wage increases, at a 
time when export competition is at its keenest since the 
Second World War, hardly provides a helpful back- 
ground to a market which has already been reminded, 
through Bank rate, of the need for a check to internal 
inflation. 


Prompt Accounting 


Nineteen days after the closing of the books of the 
Caterpillar Tractor Company, Price Waterhouse & 
Co in Chicago signed the auditors’ report on the 
annual accounts. Not every company in America 
comes up to the Caterpillar standard of reporting. 
As we have noted in this column, this company pro- 
vides the New York and San Francisco Stock 


Exchanges with a monthly earnings statement and its- 


shareholders with prompt quarterly and annual 
accounts. But we cannot imagine any concern in the 
United States being allowed to get away with the 
rather casual ways of some companies here. We noted 
the extraordinary case recently of a trading company 
being more than twelve months in arrear with the 
issue of its accounts to shareholders — and apparently 
making no effort to do any better. 

One of the features of the Caterpillar accounts 1s 
the ‘Significant Trends’, a double-quarto table of 
figures which takes one through profits, dividends, 
wages paid, taxation, fixed assets purchased, depreci- 
ation and amortisation, the number of employees and 
shareholders, etc., right back to the company’s for- 
mation in 1925. It is interesting to note that for 
fifteen of the thirty years, the company had more 
shareholders than employees: in one year, the ratio 
was 17,451 to 3,181. Last year, the figures were 
19,515 shareholders to 27,899 employees. Our reprint 
this week includes these figures. 

-For the shorter view, there is an ‘In Brief’, which 
we also reproduce. 


Stock Exchange Survey 


Interest and Dividends upon Securities Quoted on the 
Stock Exchange, London, 1950 to 1954, the title. 


of the London Stock Exchange’s new statistical 
survey, is factual enough to leave little to the 
imagination. But imagination will no doubt be 
given full rein in the translation of the statistics 
provided on a subject which persistent attempts at 
explanation in recent years have, to judge by results, 
only served to stiffen disbelief in disbelieving 
quarters. 

But as Sir John Braithwaite says, in the foreword 
to the analysis which gives a five-year view of capital 
interest and dividend and is the result of a considerable 
amount of clerical and tabulating work, ‘if more 
information could be compiled over a period of 
years, and published in appropriate detail, the 
resulting statistics might prove of considerable 
general value, especially to those studying investment 
problems and to economists and students of our 
national finances’. 

The scope of the research covers the total of 
British and foreign loan capital and the share capital 
of United Kingdom registered and managed 


J 
Í 


companies, excluding investment trusts to avoid. 


duplication, quoted on the London market. At the 
end of 1954, nominal capital under this broad heading 
totalled {24,190 million on which interest and 
dividends amounted to £1,122 million. 


Dividend and Return 


These omnibus figures are first broken down into 
three main heads of Loan, Preference and Ordinary 
capital and then into various groups and categories 
largely conforming to the headings of the Stock 
Exchange Official List. Inevitably most interest will 
be taken in the ordinary capital and dividend 
position. In 1954 dividends totalled £444°3 million 
on £2,719 million of nominal ordinary capital for an 
average return of 16°34 per cent. In 1953 ordinary 
dividends totalled £369°8 million on nominal 
capital of £2,404 million for a return of 15:39 per 
cent. 

Wrongly translated these are potentially dangerous 
figures. Dividends related purely to nominal capital 
give a false impression of investment return and the 
analysis goes some way towards stressing this point 
by applying dividends to the market value of quoted 
ordinary capital as at June 3oth last year. This market 
value was £7,396°7 million, to put the average rate of 
return at Got per cent against the 16°34 per cent on 
nominal capital. Had the December 31st market 
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CATERPILLAR TRACTOR COMPANY 


M Add: 


Statement { 
Consolidated Results of Operations Year 1954 
Sales .. a Sé ee sa $401 ,040,840 
Costs: 
Inventories brought forward from last year $110,298,932 
Materials, supplies, services purchased, etc. 190,854,534 
Wages, salaries, company contributions for 
group insurance, pension plan, unemploy- 
ment insurance and old age benefits .. 125,672,404 
Portion of original cost of buildings, machin- 
ery and equipment allocated to operations 
(depreciation and amortisation) .. zi 15,904,070 
Interest on borrowed funds ES fe 1,551,902 
Federal income taxes Sé Gë z 27,223,344 
$471,505,186 
Deduct: Inventories carried forward to next 
year... ae Aa pa Ch Seck 95,593,585 
Casts allocated to year.. 375,911,601 
Profit for year.. as Ei se w $25,129,239 
Profit employed in the business at beginning 
of year st ay ech wa ie 89,456,525 
$114,585,764 
Deduct: 
Dividends paid in cash during year: I 
Preferred stock ~ $4.20 per share . $ 981,750 
Common stock ~ $2.00 per share in 8,027,268 
Dividend paid in common stock — 4 per cent 
or 158,950 shares: 
Transferred to common stock 
> $10 par value per share $1,589,500 
Transferred to capital in ex- 
cess of par value — $41 per ` 
share, being the excess of 
market value of stock at 
time dividend was declared 
over its par value ea 6,516,956 
— 8,106,450 
— I7,115,468 
Proñt employed in the business at end of year $97,470,296 





Statement 2 
Consolidated Financial Position December 31, 1954 


Current assets: 

Stated on basis of realizable values: ° 
aS.’ $ e at "ës .. .. $ 8,717,069 
Receivable from customers and others .. 





35,453,052 
$ 44,130,121 
Stated at cost principally using ‘last-in, first- 
out’ method: g 
Inventories .. si Sg e eh 95,593,585 
s! — Y  $139,723,706 
Deduct: Current liabilities: 
Payable to material suppliers and others .. $ 31,615,181 
Federal income taxes ats ws Ss 32,332,918 
Less: United States Government securities.. (30,154,956) 
—— 33,793,[43 
Net current assets (statement Së) .. CH e .  $105,930,563 
Prepaid insurance etc. — cost allocable to future operations 428,240 
Buildings, machinery and equipment — balance of original 
cast allocable to future operations (statement 7*) ee 115,653,509 
Land ~ at original cost ., eg Ca äi e Si 4,022,587 
Investments in and advances to wholly owned subsidiaries 
not consolidated oe ae ds e E Ss 3,975,203 
Patents, trade-marks and other intangibles — at nominal 
amount as ss Ke Se si J 
- $230,010, 103 
Deduct: 
Ten-year 2 per cent debentures due 1956.. $ 17,097,000 
Notes payable — 32 per cent, due annually 
1964-1972 .. Sg Si gé a 35,000,000 
— 52,097,009 
Ner assets as SN SS vs sm Ss .. $177,913,f03 
Ownership equities (statement 3*): 
Preferred stock — 4.20 per cent cumulative: 
230,000 shares of $100 par value si da .. $ 23,000,000 
Common stock: 
4,144,693 shares of $10 par value .. $ 41,446,930 
Capital in excess of par value .. a 15,995,877 
Profit employed In the business .. 97,470,296 
— 154,913,103 
$177,913,103 


[* Not reproduced, — Editor] 








valuation been taken — £8,903 million — the return 
would have been smaller still. 

In this single exercise the danger points in the 
analysis are clear enough, at least so far as the use of 
isolated figures is concerned. But even so the Stock 
Exchange’s praiseworthy effort does help to fill the 
statistical vacuum surrounding the market’s opera- 
tions. The intention is to continue to compile the 
figures and to publish them as early as possible each 
year. 

A Necessary Qualification 


We intended to open this paragraph with an obser- 
vation that auditors and photographers have a com- 
mon objective: the true and correct view. Then we 
remembered the wizardry of the ‘trick’ photo and 
wondered whether some qualification might not be 
necessary. The likeness is broad enough, however, to 
justify a reference to a photograph of Trafalgar Square 
in Too Years of Craftsmanship with which James Swift 
& Son Ltd celebrates its centenary. 

James Swift is one of the big names in microscopes. 
In 1885 Mr Mansell Swift, the son of the founder, 
was awarded the Royal Photographic Society’s medal 
for a photograph of the tongue of a blowfly. Of 
hundreds of such photomicrographs nothing so fine 
had ever before been, exhibited. 

In earlier days, the business also produced photo- 


` graphic lenses and cameras and the centenary book- 


let records this phase of the past with the Trafalgar 
Square photo ‘taken in 1860 with a Swift Paragon lens 
of 10-inch focal length’. 

This is indeed a remarkable photograph. Had the 
description been written by an auditor, he would, 





CATERPILLAR TRACTOR COMPANY 





in Brief 
1947-49* 
1954 1953 Average 

Sales Ss eg e .. $401,040,840 $433,802,604 $220,676,231 
Profit ` ae eh .. $ 25,129,239 $ 20,254,514 $ 16,291,417 
Profit per dollar of sales sg 6-27c. 467e. "38c. 
Profit per share of commonstock $5.83 $4.84 $4.29 
Dividends paid on common stock: 

In cash... sis Di .. $ 8,027,268 $ 9,626,506 $ 5,960,427 

in common stock .. .. $ 8,106,450 $ 8,826,221 None 
Dividends paid on common stock 

per share: 

In cash.. eh So Se $2.00 $2.50 $1.58 

In common stock .. Së 4% 4% None 
Depreciation and amortisation $ 15,904,070 $ 12,764,446 $ 3,663,063 
Federal taxes based on earnings: 

Normal and surtax ., .. $ 27,223,344 $ 29,046,374 $ 9,683,708 

Excess profits tax .. eck None $ 6,557,524 None 
Average annual earnings o 

hourly paid employees -- $4,136 $3,920 $2,917 
Average number ofemployees.. 25,587 29,496 21,786 
Number of employees at end of 

period .. a ad .. 27,899 25,093 23,117 
Number of shareholders of com- 

mon stock at end of period .. 19,515 19,597 18,863 


* The period used by the Government as the base period for some of its 
important indexes. ` 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Is Taxation an Appropriation or a Charge? 


SIR, — I should be greatly obliged if any of your 
readers could let me know the authorities to be quoted 
in support of the contention that, in the absence of 
agreement to the contrary, income tax and profits tax 
are an appropriation of profit and not a charge against 


the profits of a limited company in computing a share 


of net profit payable to an employee. 
Yours faithfully, 
OM. 


{Everything depends on the precise words of the agree- 
ment, Subject to that, there is ample authority for the 
‘proposition that income tax is an appropriation of 
profit and not a charge deductible in arriving at profit 
(A.-G. v. Ashton Gas Co Ltd ({1906] A.C. ro); Johnson 
a. Chestergate Hat Manufacturing Co Ltd ([1915] 
z Ch. 338); Edwards o. Saunton Hotel Co Ltd ([1943] 
r All E.R. 176)). 

With profits tax the current of authority is the other 
way; see Collins v, Sedgwick ([1917] 1 Ch. 179) (excess 
profits duty); Vulcan Motor and Engineering Co (1906) 
Ltd v. Hampson ((1921] 3 K.B. 597) (excess profits 
duty); and L.C. Ltd v. G. B. Ollivant Lid ([1944] 
r All E.R. 510) (excess profits tax and national defence 
contribution), a House of Lords case. 

It follows then that subject to the precise words of 
the agreement, profits tax is deductible but income tax 


is not. — Editor.] 


~~ 


Directors’ Expense Allowances 


Sir, ~ Section 196 of the Companies Act, 1948, pro- 
vides for the disclosure of directors’ emoluments and 
specifies that for this purpose, emoluments include 
any sums paid by way of expenses allowance in so far 
as those sums are charged to United Kingdom income 
tax. It further provides that such sums shall be shown 
in the first accounts in which it is practicable to show 
them, or in a statement annexed thereto. 

Section 198 (1) requires directors to disclose infor- 
mation necessary for the purposes of Section 196 and 


_ by subsection 3 (b) this is extended to persons who 


have been officers during the preceding five years; by 
Section 455 (1) an officer includes a director. 

What is the position as to expense allowances of 
ex-directors assessed in whole or in part on the indi- 
viduals under Schedule E? In practice, it may be a 
matter of years before such assessments are raised, 
i.e. before such sums are actually ‘charged to United 
Kingdom income tax’. Nevertheless, it appears that 
although a director may have ceased to act within 
five years before the financial year covered by the 
accounts, a statement of the relevant sum must be 


" annexed to the accounts. 


How is this operated in practice? Should a company 
inquire of every ex-director for five years after he has 
ceased to hold office whether any of the expense 
allowances received by him from the company have 


been charged to income tax? What happens if such 
inquiry is made but no information is forthcoming; 
and in these circumstances what is required of the 
auditors? Yours faithfully, 

MUCH ADO. 


[We do not consider that Section 196 lays upon a com- 
pany or on its auditors the duty of making inquiries of 
ex-directors for five years after their retirement, or for 
anything like that period. The assessability or other- 
wise of expenses allowances paid to a particular director 
is usually a matter on which the company is fairly 
knowledgeable and as the allowances must in any case 
be notified to the tax Inspector, the question will usually 
be decided reasonably soon. The duty laid by Section 
198 on the director himself to notify the company of 
any disallowance is enforced under a penalty of £50 
and in any but an exceptional case the company would 
be justified in treating the non-receipt of any notifi- 
cation as conclusive. — Editor.] 


Builder’s Goodwill 


Sir, — Referring to the letter in your issue of March 
roth from ‘Heremac’, I would like to suggest that 
goodwill should not be valued by reference to turn- 
over or wages bill. 

To value goodwill it is necessary to consider the 
question from the aspect of the purchaser, and not 
the vendor. The purchaser, when buying goodwill, 
pays a capital sum for the right to receive an annuity 
over and above a fair wage for the work involved 
and a fair return for interest on capital employed 
in the business. Any given business man will, after 
a certain number of years, possess a goodwill of a 
certain size regardless of whether he initially pur- 
chased goodwill or has built it up himself over a 
number of years; consequently, it follows that as 
soon as that business man has purchased goodwill, 
that goodwill commences to die and is replaced by a 
new goodwill that is being built up by his own efforts. 

Expressed alternatively, a point must be reached 
when eventually the goodwill built up by the vendor 
ceases, the vendor is forgotten and the only person 
the buying public knows and remembers is the 
purchaser of the goodwill. 

When goodwill is bought, a capital sum is paid and, 
in exchange, a diminishing annuity of super-profits 
is received which are subject to taxation; from this it 
follows that the figure paid for goodwill should be 
such that, over the estimated life of the goodwill, 
the purchaser will receive sufficient from his dim- 
inishing annuity of super-profits to replace the capital 
invested in the goodwill, together with reasonable 
interest, after deducting taxation from the annuity. 

To value the goodwill of a business, therefore, it is 
necessary to make an estimate of the net profit that 
will be earned in the future, this normally being done 
by reference to the history of profits earned in the 
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past; although, of course, adjustment must be made 
for any anticipated variations, such as the loss of 
personal business which would not be transmitted to 
the purchaser. From the estimated net profit must 
be deducted a fair wage for the proprietor’s remun- 
eration, including responsibility and a fair rate of 
interest on capital employed in the business, the 
percentage being selected according to the degree of 
risk involved. This leaves a super-profit from which 
tax must be deducted, the rate of tax being selected by 
reference to the probable highest rate of taxation 
which will be levied on the profits. The net figure 
should be capitalized by reference to diminishing 
annuity tables, the life of the annuity being estimated 
by reference to the probable length of time over which 
the purchaser will benefit from his predecessor’s 
efforts and reputation. 

It is clear from the foregoing that goodwill is worth 
less to a wealthy purchaser than a poor one; this is 
evidenced by the fact that a wealthy man paying 
income tax and surtax at the maximum rate could 
not possibly see the capital repaid out of super- 
profits in a reasonable period if he paid {£1,000 for 
gross super-profits of {200 per annum, since the net 
value of the super-profits, after payment of tax, 
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would only be {10 per annum; in such a case it would ; 
take one hundred years to replace the {1,000 capital 
invested, at the end of which time the vendor's 
goodwill could not possibly be said to exist. 

I would like to refer “Heremac’ to the book 
Commercial Goodwill, by P. D. Leake, published by 
Gee & Co (Publishers) Ltd, which not only explains 
this matter fully, but also includes the necessary 
annuity tables. Yours faithfully, 

Maidenhead, Berks. J. E. LI. GRIFFITH. 


In Appreciation of ‘For Students’ 


SIR, [ would like to express a word of appreciation 
for the monthly article ‘For students’, recently 
introduced into The Accountant. 

Some means has been needed for a long time 
whereby ‘topics of the moment’, which are of interest 
to students, can be brought to their notice, not only / 
to benefit them in their studies, but also to interest 
them in current affairs connected with the profession. 

Students are being continually encouraged to read 
the journal regularly and the present innovation 
will no doubt draw a new circle of readers. 

Yours faithfully, 
STUDENT. 


CURRENT LAW 


Settlement: Undue Influence 


The plaintiff in Bullock v. Lloyds Bank Ltd and 
Another (Solicitor Journal, January 8th, 1955) 
became entitled, at age 21, absolutely under the will 
of her mother, to a sum of £12,000 and shortly after, 
at the request of her father, executed a voluntary 
settlement by which she settled the sum, taking a life 
interest, without power to revoke except with the 
consent of the trustee. The deed provided also that 
on her death and in default of appointment in 
favour of any issue or husband who might survive 
her, the fund was to be held for the benefit of her 
father and brother. The plaintiff tried several times 
to persuade the trustees to revoke. 

Vaisey, J., gave judgment for her. He held that 
there had been undue influence, though he could 
acquit the father and his solicitor of any lack of 
honesty. The relationship of father and child, 
coupled with the facts that the daughter was not 
separately advised and that she was not aware that it 
was not necessary for her to execute the settlement at 
all, rendered the settlement unmaintainable and she 
was entitled to a revocation. 


Detinue 


J. agreed to sell to P. at whose request he delivered 
to W. P. failed to pay the purchase price and J. 
offered to take the goods back if he would pay the 
cost of collection. P. accepted this offer and J. tried to 
collect the goods from W., but was prevented. J. 
claimed against W. in detinue. 


The Court of Appeal allowed the appeal from the 
decision of Judge Glazebrook. They held that, on 
delivery to W., the property passed to P. and his 
subsequent arrangement with J. did not re-vest the 
goods in J., who thus could not sustain an action 
for detinue ~ Rosenthal v. Alderton ([1946] rt All E.R. 
583) applied. (Jarvis v. Williams (Law Times, January 
14th, 1955).) 


Bankruptcy: Time for Appeal 


A trustee in bankruptcy rejected a wife’s proof in 
respect of a debt of her husband’s. A week after the 
expiration of the twenty-one days in which she could 
appeal, she applied to the registrar ex parte for an 
extension, which was granted. The trustee applied | 
for the order to be set aside, but the registrar 
refused. 

The Court of Appeal allowed the trustee’s appeal, 
asserting that the order extending the time for 
appeal should not have been made ex parte, for the 
trustee was a person who would be prejudiced by an 
extension, since it would deprive him of a vested 
interest. The trustee asserted that the matter should 
have been dealt with by the judge in bankruptcy, 
but the Court could find no justification for this view 
and they suggested that it might be worth considera- 
tion by the judges of the Chancery Division 
exercising the bankruptcy jurisdiction whether the 
practice ought not to be changed. (Re Vanbergen 
(a bankrupt); ex parte The Trustee v. Vanbergen 
(Solicitors* Journal, January 8th, 1955).) 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS OF SCOTLAND 


CENTENARY BANQUET IN GLASGOW 


Two days of ceremonies and functions commemorating 
the granting of a Royal Charter to the former Insti- 
tute of Accountants and Actuaries in Glasgow in 
1855, were concluded on Tuesday, March rsth, at a 
centenary banquet held in Glasgow. Details of the 
centenary celebration arrangements were published in 
a previous issue and the history-of the Glasgow Insti- 
tute was outlined and discussed in a leading article 
last week. 

Sir John Somerville, C.A., F.R.S.E., President of The 
Institute of Chartered Accountants of Scotland, pre- 
‘sided at the banquet, and with Sir Ian Bolton, Bt., 
C.B.E., H.M.L., J.P., C-A., Vice-President of the Institute, 
received the 548 members and guests who attended. It 
was not possible to accommodate the whole company 
in the main banqueting hall of The Central Hotel, but 
the diners in two additional rooms were able to hear 
and see the speakers by means of television on a closed 
circuit. 


The Company 


Among those present were Bailie James M. Aitken (for 
Mr Thomas A. Kerr, J.P., the Rt. Hon. the Lord 
Provost of Glasgow, who was unable to attend through 
indisposition); the Rt. Hon. Lord Clyde, B.A., LL.B., 
Lord Justice-General of Scotland and Lord President 
of the Court of Session; Sir Hector Hetherington, 
ERR, D.L, M.A, LL.D., D.LITT., D.-ES-L., Principal, 
University of Glasgow; Sir John S. Muirhead, p.s.o., 
M.C., T.D., D.L., LL.D., Dean, the Royal Faculty of 
Procurators in Glasgow; Messrs Andrew Stewart, L.M., 
M.A., B.L., C.A., C.P.A., Past Treasurer, The American 
Institute of Accountants, and Past President, The New 
York State Society of Certified Public Accountants; 
Donald V. House, F.c.a., President, The Institute of 
Chartered Accountants in England and Wales; Sir 
Thomas Robson, M.B.E., M.A., F.C.A., Past President, 
The Institute of Chartered Accountants in England and 
Wales; Messrs Bertram Nelson, J.P., F.S.A.A., President, 
The Society of Incorporated Accountants; Patrick 
Butler, F.C.A., President, The Institute of Chartered 
“Accountants in Ireland; W. Macfarlane Gray, F.A.C.C.A., 
President, The Association of Certified and Corporate 
Accountants; 'T. L. Poynton, F.1.M.T.A., President, The 
Institute of Municipal Treasurers and Accountants; 
W. E. Harrison, F.c.w.a., President, The Institute of 
Cost and Works Accountants; and 


Messrs David Alexander (General Manager, National 
Bank of Scotland); J. A. Alexander (H.M. Principal 
Inspector of Taxes, Glasgow); A. P. Anderson (General 
Manager, British Linen Bank); D. S. Anderson, c.A.; J. W. 
Andrew, M.C., C.A; The Rt. Hon. John G. Banks, C.B.E. 
{Lord Provost of Edinburgh); Messrs Henry Barton, c.B.E. 
(Solicitor to the Board of Inland Revenue, Scotland); Stanley 

“J. D. Berger, M.C., F.c.1.8. (Director, Institute of Cost and 
Works Accountants); Norman J. Bird, c.a. (Member of 
Council, The Institute of Chartered Accountants of Scotland); 
Alastair C. Blair, c.v.o., w.s.; D. Kirkpatrick Blair, C.A., 
F.S.s.; Professor John Boyd, M.A., LL.B. (Professor of Mer- 
cantile Law, University of Glasgow). : 


Sir John Braithwaite, D.s.0., M.C., M.P. (Chairman of the 
Council, The Stock Exchange); Mr H. D. Brown (Senior 
Vice-President, National Farmers’ Union of Scotland); Pro- 
fessor Robert Browning, M.A., LL.B., C.A. (Member of Council, 
The Institute of Chartered Accountants of Scotland); Mr 
William C. Buchanan, c.3.£., M.C., T.D. (Chairman, Glasgow 
Stock Exchange); Professor A. K. Cairncross, C.M.G., M.A., 
PH.D. (Professor of Applied Economics, University of Glas- 
gow); Sir R. H. Sherwood Calver, q.c. (Sheriff of Lanark- 
shire), Captain D. M. Cameron (A.D.C. to the General 
Officer Commanding-in-Chief, Scottish Command), Messrs 
A. D. Campbell, M.A. (Senior Lecturer in Political Economy, 
University of Glasgow), John J. Campbell (General Manager, 
Clydesdale and North of Scotland Bank); Lieut. W. R. 
Canning, R.N. (Flag-Lieut. to the Flag Officer, Scotland); 
Mr John F. Carson, opp, V.D., C.A. (Past President, The 
Institute of Accountants and Actuaries in Glasgow); F1./Lieut. 
F. H. P. Cattle, A.F.c. (4.D.C. to the Senior Air Force 
Officer, Scotland). 

Mr L. F. Cheyney, F.1.M.T.A., F.S.A.A. (Secretary, The 
Institute of Municipal Treasurers and Accountants); Maj.- 
Gen. R. G. Collingwood, C.B., C.B.E., D.s.O. (General Officer 
Commanding, Lowland District); Mr I. À. F. Craig, ong, 
(Secretary, The Society of Incorporated Accountants), "The 
Rev. Nevile Davidson, M.A., D.D., J.P., CH.ST.J. (Minister of 
Glasgow); Messrs William L. Davidson, c.a. (Glasgow Local 
Secretary, The Institute of Chartered Accountants of Scot- 
land); J. Campbell Davies, M.C., T.D., C.A. (Member of 
Council, The Institute of Chartered Accountants of Scotland), 
J. C. Denholmn, c.B.z. (President, The Chamber of Shipping); 
A, E. Dickson, F.A.c.c.a. (President, Glasgow and West of 
Scotland Branch, The Association of Certified and Corporate 
Accountants); Melville Dinwiddie, c.B.E., D.s.o., M.C. (Con- 
troller, British Broadcasting Corporation, Scotland); W. M. 
Docharty, M.c. (President, Glasgow and Clyde Shipowners’ 
Association); James T. Dowling, GA: Derek du Pré (Editor, 
‘The Accountant’); John Duncan, C.A. (Past President, The 
Institute of Accountants and Actuaries in Glasgow). 


Mr G. B. Esslemont, J.P., C.A., F.1.M.T.A. (City Chamber- 
lain, Corporation of Glasgow), Professor C. J. Fordyce, M.A. 
(Clerk of Senate, University of Glasgow), Mr W. I. French, 
D.S.0., O.B.E., T.D., C.A. (Member of Council, The Institute of 
Chartered Accountants of Scotland); Commander The Rt. 
Hon. T. D. Galbraith, R.N., C.A., M.P. (Joint Parliamentary 
Under-Secretary of State for Scotland); Mr T. G. Girdwood, 
C.B.E., C.A. (Member of Council, The Institute of Chartered 
Accountants of Scotland); Professor Stanley Graham, 
F.R.F.P.S.G. (President, Royal Faculty of Physicians and Sur- 
geons); Messrs Donald B. Grant, c.a. (Dundee Local Secre- 
tary, The Institute of Chartered Accountants of Scotland); 
William Grant, Q.C., B.A., LL.B. (Solicitor-General for 
Scotland); The Rt. Hon. Lord Greenhill, ong, J.P.; Mr 
John Harrison, J.P. (Chairman, Scottish Area, Trustee 
Savings Bank Association); Sir David Allan Hay, K.B.E., 
C.A. (Past President, The Institute of Chartered Accountants 
of Scotland); Messrs A. T. Haynes, F.FsA., F.1.A. (Chairman, 
Associated Scottish Life Offices); Š. E. Houstoun, M.A., C.A. 
(Member of Council, The Institute of Chartered Accountants 
of Scotland). 

Sir William O. Hutchison, R.S.A., HON. R.A. (President, 
The Royal Scottish Academy); Mr P. M. Jackson, c.A. 
(Member of Council, The Institute of Chartered Accountants 
of Scotland); The Rt. Reverend Ernest D. Jarvis, p.p. 
(Moderator of the General Assembly of the Church of Scot- 
land), Messrs J. H. Johnston, c.a. (Member of Council, The 
Institute of Chartered Accountants of Scotland); R. J. Kirton, 
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F.LA. (Senior Vice-President, The Institute of Actuaries); 
The Very Reverend F. F. Laming, L.TH. (Provost of St 
Mary’s Cathedral, Episcopal- Church in Scotland), Messrs 
R. W. Lamont (President, Glasgow Chamber of Commerce); 
R. B. Laurie, B.L., w.s. (Secretary, The Law Society of Scot- 
land); W. E. Luke (Immediate Past Chairman, Scottish 
Council, Federation of British Industries); lan W. MacDonald, 
M.A., C.A. (General Manager, Commercial Bank of Scot- 
land); E. H. V. McDougall (Secretary, The Institute 
of Chartered Accountants of Scotland); Robert Macfarlan, 
C.A.; Alexander McKellar, c.a. (Member of Council, The 
Institute of Chartered Accountants of Scotland). 

. Messrs Alan 8. MacIver, M.C., B.A. (Secretary, The Insti- 
tute of Chartered Accountants in England and Wales); John 
MacLean, c.B.E. (Chairman, Clyde Navigation Trust); 
A. W. S. Marshall, ca: R. Ian Marshall, B.COM., C.A; 
W. H. Marr (Dean of Guild, Glasgow); Sir David Milne, 
K.C.B. (Permanent Under-Secretary of State for Scotland): 
Messrs Festus Moffat, ops, J.P., F.S.A.A. (President, Scot- 
tish Branch, The Society of Incorporated Accountants), 
‘Thomas R. Moffat, C.A. (Assistant Secretary, The Institute of 
Chartered Accountants of Scotland); Professor H. H. 
Monteath, B.A., w.s. (President, The Law Society of Scotland) 
Messrs J. Edwin Morgan, F.R.1.c.s. (Chairman,. Scottish 
Branch, Royal Institution of Chartered Surveyors), Charles 
R. Munro, c.a. (Member of Council, The Institute of Char- 
tered Accountants of Scotland); Lieut.~Gen. H. Murray, C.B., 
D.S.O. (General Officer Commanding-in-Chief, Scottish Com- 
mand); Sir William Murrie, K.B.E., C.B. (Secretary, Scottish 
Education Department). 

Messrs Robert L. Paul (Accountant of Court); C. G. M. 
Pearson, c.A. (Member of Council, The Institute of Chartered 
Accountants of Scotland); J. Casels Pinkerton, B.L., F.R.I.C.8. 
(Past President, Royal Institution of Chartered Surveyors); 
Air Vice-Marshal R. L. Ragg, C.B., C.B.E., A.F.C. (Senior Air 
Force Officer, Scotland); Messrs R. A. M. Reid, c.a.; A. G. 
Robertson, C.B.E., M.M. (Director, Post Office Headquarters 
in Scotland); Sir William Robieson, LL.D., J.P. (Editor, ‘The 
Glasgow Herald’); Group Capt. Marcus Robinson, A.F.C. 
(Chairman, Territorial and Auxiliary Forces Association of 
the County of the City of Glasgow); Vice-Admiral W. G. A. 
Robson, C.B., D.8.0.; D.S.C. (Flag Officer, Scotland); Messrs 
William C. Scott, F.c.w.a. (President, Glasgow and West of 
Scotland Branch, The Institute of Cost and Works Account- 
ants); Charles Short, F.R.r.c.s. (Chief Valuer, Inland Revenue, 
Scotland); R. G. Simpson, M.C., C.A. (Past President, The 
Institute of Chartered Accountants of Scotland); The 
Reverend W. T. Smellie, ong, M.A. (Moderator of the 
Presbytery of Glasgow). 

‘Messrs G. I. Stewart, M.C., GA: James C. Stewart, GA. 
David H. Taylor, M.A., c.a.; A. Thomson, J.P. (The Actuary, 
Savings Bank of Glasgow); Graham A. Usher, M.B.E., T.D., 
C.A. (Member of Council, The Institute of Chartered Account- 
ants of Scotland); James A. Walker, ¢.8.E., c.a. (Member of 
Council, The Institute of Chartered Accouniants of Scotland); 
John B. Wardhaugh, C.A., W. A. Watt (General Manager, 
‘Royal Bank of Scotland); J. Murray Watson, D.L., M.A. 
(Editor, ‘The Scotsman’); William Watson, c.a. (Treasurer, 
Bank of Scotland); K. K. Weatherhead, F.F.a. (President, 
The Faculty of Actuaries in Scotland); R. M. Weatherstone, 
M.B.E., F.C.LI. (President, Insurance and Actuarial Society 
of Glasgow); James Whitton, M.B.E., M.A., C.A. 


. Members Present at the Fiftieth Anniversary 
Celebrations 


Extending a warm welcome to the company, the 
‘President announced that four members who had 
attended the fiftieth anniversary celebrations were 
present that evening. They were Sir David Allan Hay, 
K.B.E., C.A., a Past President of the Institute; Messrs 
D. Kirkpatrick Blair, C.A., pas: Robert Macfarlan, 
C.A.; and R. A M. Reid, c.a. This announcement was 
greeted with applause. 

The President then read a telegram from Mr 
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Albert J. Watson, C.A., of Burlingame, California, , 
saying that in recognition of the centenary and in token 
of his indebtedness to the Institute’s leadership, of 
which he had been a beneficiary, he wished to present 
the sum of £500 to be devoted to the capital of the 
prize fund now in his name. (Renewed applause.) 


Recognition to Scottish Chartered Accountants 
Abroad 


The toast of “The City and University’ was proposed 
by Mr Andrew Stewart, who said it was a great honour 
and privilege when a native citizen was invited to 
return from abroad especially to propose this toast. 


“Though not a native son of the “second city”, I was born 
within sixty miles of it,’ he said. ‘However, the lady who is 
my gracious wife and who has been my companion through- 
out, is a Glaswegian and always will be. (Applause.) 

‘I served my articles in Glasgow. I attended Glasgow 
University for five years where I was lucky to secure the 
degrees in arts and law. And so for these reasons I think Ig 
can rightly claim to be a Glaswegian by education. 

“Your invitation seems to me to give recognition to many 
Scottish chartered accountants abroad. They never forget 
they are a real part of the Scottish Institute.’ (Applause.) 


The President of The Canadian Institute of Chartered 
Accountants had given him a message pointing out 
that the Canadian Institute was patterned on theirs. 

Bailie James Aitken, replying, said: . °. 

“The first thing I must do is to express to you the regrets 
of the Lord Provost that he is not able to be here with you 
this evening. As many of you know, he did receive. you at 
the City Chambers last night and he was looking forward 
very much indeed to continuing his association with your 
members here this evening, but, unfortunately, he is 
rather indisposed, and I think you will agree he decided the 
proper thing to do was to rest. He did ask me to express to 
you his very sincere tegrets that he could not be here and 
very good wishes for a most successful evening. 

‘What is his loss may very well be your loss, but most ` 
certainly my gain. It is a matter of pride to be asked to 
represent and to speak for this great city of Glasgow. I make 
no bones about it. I say it is a great city.’ (Applause.) 


Scientific Econometrics 


Sir Hector Hetherington, also replying to the toast, 
said: 

‘On behalf of the university and of all the institutions of 
higher education in this city, I congratulate our accounting 
friends in Glasgow on their centenary and all of you on the 
larger unity which has now been achieved in Scotland. We 
have no doubt at all that in that unity they and you will 
preserve and enhance the good name which has been won., 
by the honourable practice of roo years. 

‘I would like to add one more word of gratitude on behalf 
of the university for the service which has been given to us 
by members of your great profession. You are, I suppose, 
progenitors of a new science — scientific econometrics. I am 
sure the university is- glad that I have the opportunity of 
saying to you how grateful we are for all you have done, and 
particularly how confident we are that the next 100 years 
will bring a long and good continuance.’ (Applause.) 


Professions which are ‘Completely Free’ 


Lord Clyde, proposing the toast of “The Institute of 
Chartered Accountants of Scotland coupled with the., 
name of The Institute of Accountants and Actuaries 
in Glasgow’, said: 

‘You and I belong to two professions — perhaps now the 
only two professions in the world which are still completely 
free. Your job and mine represent almost the only two 
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careers in this country today which are open to the men 
who wish from their work a life that remains dependent 
almost exclusively upon their own endeavours, and not 
looking for charity from other people — men who, through- 
out their own careers, rely on their own positions and on 
their own responsibilities. 

‘It is an essential thing that in the modern world these 
very facts have an immense attraction to the young men of 
today despite the opportunities that are available to them 
for safe and secure jobs in modern social conditions. 

‘If I may strike a personal note, one of the things that 
impressed me in my short term of public life was how even 
professional men whom I see having the opportunity to 
move into a secure income and satisfactory pension at the 
end of the day and to jobs where the real responsibility was 
placed on other shoulders, were mot prepared to take them 
but quite frankly admitted that they preferred to be on 
their own.’ (Applause.) 


‘It was the urge to be free and to make their own 
way in the world that made men prefer that course’, 
added Lord Clyde, and he was convinced that it was 
deep-seated in our national sentiment today and that 
it was one of the things that was making the people of 
Scotland the finest people in the world. He, as a 


lawyer and temporary politician, was convinced that . 


this was true. 


Changes in Social and Economic Life 


‘One hundred years is a very long time,’ said Lord 
Clyde. ‘In Glasgow and Edinburgh a great deal of 
water has passed under the bridges since then.’ Vast 
changes had taken place in our social and economic life. 
One hundred years ago, no one had heard of television, 
income tax was at a nominal figure in the £, there was 
no such thing as death duties, surtax was unknown, 
and people were in the unique position of being able 
to save. The industrial revolution was just getting under 
way and the mad rush for power had just begun. 

‘Your profession and mine set out to direct that new 
movement into proper channels. We both believed in the 
principle of fair dealing. We believed that the principle of 
fair play was far more important than a number of material 
SUCCESSES. 

It was the business that was fundamentally honest 
that was going to survive at the end of the day. Account- 
ants had taken the responsibility of seeing, even 
though it might have been unfavourable to the client, 
that it was his duty to disclose the truth. That great 
tradition which they had set roo years ago was even 
more necessary today. 

“This is called an era of the common man; an era when 
everyone is supposed to conform to one single pattern; when 
people are supposed to become very cogs in machines, and 
when security and passing-the-buck becomes the rage. 

“There is an immense future for the man who is prepared 
to stand on his own feet. The part you have to play in the 
life of our nation is greater than ever before. If you can 


secure long life and preserve an association such as this,’ 


you are playing a major part in contributing to the security 
of society.’ (Applause.) 


Enhanced Prestige 


Sir Ian Bolton, responding to the toast, said that 
amalgamation had given them tremendously enhanced 
‘prestige in this country and in the rest of the world. 
But amalgamation brought added responsibilities and 
it also had its dangers. They might become too pro- 
fessional. The jargon of their profession was worse 
than Greek to many of their clients. 

Sir Ian referred to their good relations with the 
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English and Irish Institutes, with all the other recog- 
nized accountancy bodies, with the law, and with the 
Inland Revenue. 

Speed in the modern world should not cause any 
lack of thoroughness. He felt certain that if changes did 
come, they would be made in the right spirit. What 
really mattered was that they maintained their repu- 
tation for absolute integrity. 


A Welcome from the President 


The President, proposing the toast to ‘Our Guests’, 
said that they represented many spheres of human 
activity. He referred to Bailie James Aitken as repre- 
senting this ‘great industrial city’, and praised Mr 
Andrew Stewart for his own qualities and for the words 
he had devoted to Glasgow and to the university. The 
Church was most graciously represented by the 
Moderator and by Dr Nevile Davidson; he recalled 
how the Lord President had reminded them that they 
were, as accountants, the ‘guardians of mutual trust’. 

Sir John paid tribute to the representatives of Her 
Majesty’s Forces and added his good wishes to Lieut.- 
Gen. Murray on: his new appointment as General 
Officer Commanding-in-Chief, Scottish Command, 
attending probably one of his first banquets in 
Scotland. 

He reminded his audience of Sir Ian Bolton’s words 
that there was the very closest friendship between the 
English Institute, the Irish Institute, and themselves, 
and all the other recognized accountancy bodies. A 
welcome also was extended to the members in com- 
merce in the city, to the bankers, the B.B.C., and the 
National Farmers’ Union representatives. 

‘I would make special mention of those distinguished 
university representatives,’ said Sir John. ‘I hope that the 
links which bind us together with the university will be still 
further strengthened. 

‘The representatives of the Inland Revenue are here 
tonight and we welcome them. As also the representatives 
I SC departments of government, both national and 
ocal, 

Sir John also welcomed the Solicitor-General and 
the Joint Parliamentary Under-Secretary of State for 
Scotland, Commander Galbraith. 

It was with a very special wish, he said, that he 
coupled the toast with the names of Sir Thomas 
Robson and Sir John Spencer Muirhead. 


Congratulations from the Four Corners of 
the Earth 


Replying to the toast, Sir Thomas Robson thanked the 
President on behalf of the guests for his hospitality and 
his compliments. He continued: 


‘Glasgow accountants are rightly proud of the charter 
which their predecessors obtained a hundred years ago 
today and of the history of the intervening years. We, your 
guests, congratulate you. 

‘You have brought us here from the four corners of the 
earth, from every walk of life, to join you for a moment of 
time in celebrating a wonderful occasion. We thank you 
for your gracious hospitality and we wish you well in the 
hundred years which lie ahead. (Applause.) 

“Those of us who live in the South do not forget that 
there are many members of your Institute who are guests 
of a permanent nature among us in London. We are happy 
to have them there, whether like one member of yours they 
are striving along with your Vice-President to give us trains 
fit for travellers to travel in, or like another, they are 
peddling the securities of denationalized industries, or 
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whether they merely share our professional burdens and 
the fees which would otherwise be ours. (Laughter.) 

“They have brought grist to their'own mills and lustre to 
your Institute; they have worthily upheld the description 
of chartered accountant and the names of Glasgow and 
Scotland.’ (Applause.) 

Sie John Muirhead, who also replied to the toast, 
said: | 

“I can only say on behalf of the legal profession of Glas- 
gow that we have looked with admiration at a rival profes- 
sion. We are looking forward to your continued prosperity 
without any feeling of jealousy although with a certain 
feeling of envy.’ 


A Toast to the President 


Proposing the toast of “The President’, Mr Donald V. 
House, indicating the many powerful arc lamps which 
flooded the top table with light for the closed circuit 
television, caused much laughter by saying that as ‘fourth 
in the batting order’ he had been sitting for some time in 
‘a somewhat warm pavilion’ with his pads on waiting 
. for his turn to bat. He added: 

“With wickets falling reasonably rapidly I have been cer- 
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tain of one thing and that was that it was unlikely that bad" 
light would stop play’. 


The company of Sir John and Lady Somerville had 
added much to the pleasure of his wife and himself 
during their visit to the United States. ‘I have been 
exceedingly fortunate that my year of office has 
coincided with the year of office of Sir John 
Somerville’, he said. 

Mr House recalled many happy incidents that had 
occurred during the American trip, and delighted 
his audience by referring to the reason why, on one 
occasion, Sir John was not wearing the badge provided 
for him by the American Institute. On the badge was 
written: 


‘Sir John Somerville, Edinburgh, England’. 


The toast proposed by Mr House was -drunk with 
enthusiasm. 

Responding to the toast, the President paid a tribute 
to Mr W. I. French, D.s.0., 0.3.8., T.D., C.A., and to thà 
many other members who had made the admirable 
arrangements for the centenary celebrations. 


“MANCHESTER CHARTERED ACCOUNTANTS?’ 
STUDENTS’ SOCIETY 


ANNUAL DINNER 


The annual dinner of the Manchester Chartered 
Accountants’ Students’ Society was held at the Reform 
Club, Manchester, on Friday of last week. Mr F. L. 
Chaplin, F.c.a., President of the Society, was in the 
chair and among the guests were Mr T. A. Hamilton 
Baynes, M.A., F.C.A., member of the Council of The 
Institute of Chartered Accountants in England and 
Wales, Mr H. E. Wincott, Editor of the Investors’ 
. Chronicle, Canon T. E. Ethell, Rural Dean of Hulme, 
Manchester, Mr G. Clayton Flint, M.A., LL.B., Mr 
J. A Mills, President, Manchester University Union; 
an 

Messrs V. A. Bell, F.s.a.a. (President, Incorporated 
Accountants Society of Manchester and District); J. Blakey, 
F.C.A. (Immediate Past President of the Institute); M. J. 
Gillgrass (Bradford and District Chartered Accountants’ 
Students’ Society); A. F. Greenhalgh (Liverpool Chartered 
Accountant Students’ Association); N. C. Griffin (Hon. 
Secretary, South Wales and Monmouthshire Chartered 
Accountant Students’ Society); G. Jervis (Sheffield and Dis- 
trict Chartered Accountant Students’ Society). 

Messrs `, J. Masterton (Hon. Secretary, Birmingham 
Chartered Accountant Students’ Society); W. H. R. Pike 
. (Hon. Secretary, Nottingham Chartered Accountant Students’ 
Society), H. Richmond (Secretary, Manchester Stock 
Exchange}, D. Roberts (President, Manchester Junior 
Chamber of Commerce); E. G. Turner, M.C., F.c.a. (Member 
of Council of the Institute); G. Waterworth, F.c.a. (President, 
Manchester Society of Chartered Accountants). 

Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Mr Harold 
Wincott said that his first job was in a chartered 
accountant’s office. Since then his career had been 
associated largely with finance and investment, neither 
of which, he said, could be carried on without char- 
tered accountants. His outstanding impression of 
chartered accountants was that of their utmost rectitude 
and public responsibility. 


Mr Hamilton Baynes, responding to the toast, 
reminded the company that this year the Institute was 
celebrating its seventy-fifth birthday. 

He assured the students that although they may 
sometimes, perhaps, be inclined to feel that the 
examiners were determined to set traps to trip them: 
up, that was absolutely untrue. He looked forward, he 
said, to the day when he could welcome the students 
as members of the Institute. 

The toast of “The Manchester Chartered Account- 
ants’ Students’ Society’ was proposed by Canon Ethell, 
who said that the country was relying teday on men of 
integrity and uprightness of life. In the professions, 
and particularly in theirs, they wanted men of character 
and integrity, and with those attributes they could help 
Britain back to her ancient glory. . 

Mr Chaplin, who replied, congratulated the students 
on opening this year’s session without any lead by 
asking the Rev. Wilfred Garlick to be their first. 
lecturer. When they talked about the integrity of their 
profession he wanted to remind them that it was the 
philosophy of Mr Garlick which was the basis for the 
integrity of any profession. 

His advice to the students was to work hard to make 
their way in the profession, and he poirted out that if 
the practising side of the profession did not appeal to 
them after they had qualified, then they could go into 
industry. In Manchester alone there were 200 char- 
tered accountants not in practice; they were occupying 
key positions in the big business companies of the city. 


‘If you cannot find your niche in public practice, there is, 
no need to despair, for there is room in honourable jobs in 
industry,’ Mr Chaplin added. 

Mr J. G. Challender, a student member of the com- 
mittee, proposed the toast of “The Guests’, and Mr 
Flint and Mr Mills responded. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


FINAL EXAMINATION — May 1955 


The Secretary of the Institute has asked us to an- 
nounce that on account of the Whitsun holiday, the 
first paper at the May 1955 Final examination will 
commence at 2 p.m. on Tuesday, May 31st. The last 
paper will, therefore, end at 5 p.m. on Friday June 
ard. 


‘TAXATION AND RESEARCH COMMITTEE 


The seventy-ninth meeting of the Taxation 

and Research Committee was held at the 

Institute on Thursday, March 17th, 1955, 

; at 2 p.m. 

Present: Mr T. Fleming Birch (in the chair); Messrs 
R. D. R. Bateman, M.B.E., R. P. Brown, D F. Carpenter, 
F. Carruthers, W. R. Carter, J. Cartner, D. A. Clarke, 
R. W. Cox, W. G. Densem, D. Dixon, A. R. English, 
F. J. Eves, E. S. Foden, G, G. G. Goult, S. C. Hand, 
W. S. Hayes, G. N. Hunter, E. N. Macdonald, DEG 
J. H. Mann, M.B.E., G. P. Morgan-Jones, F. S. Mowforth, 
R. J. Ogle, R. A. Palmer, T.D., W. E. Parker, cns, J. H. 
Plant, A. H. Proud, H. F. Strachan, A. G. Thomas, C. P. 
Turner, L. W. Underwood, F. J. Weeks, E. F. G. Whinney, 
E. K. Wright and G. H. Yarnell, with the Secretary. 


Mr W. G. Densem, F.C.A. 


The Chairman said that he had much pleasure in 
reporting that Mr Wilfred Guy Densem, F.c.a., had 
been appointed to the Council of the Institute. It was 
«well known that Mr Densem, who was appointed to 
the ‘Taxation and Research Committee in 1950, had 
done an immense amount of valuable work for the 
Committee. The heartiest congratulations of the 
Committee were extended to Mr Densem. 


Standing Sub-Committees 
Reports from the following standing sub-committees 
were received: i 
General Advisory Sub-Committee. 
Management Accountant Sub-Committee. 
Taxation Sub-Committee. 


Ad hoc Sub-Committees 
Reports were received from five special sub-com- 
mittees. 
Future Meetings . 
The next meeting of the Committee was fixed for 
Thursday, April 21st, 1955, and the dates for other 
meetings in 1955 are: 
Thursday, June 16th, 1955. 

» september rsth, r955. 

> October 2oth, 1955. 

», December 15th, 1955. 


The Institute of Actuaries 
PRESIDENT RE-ELECTED 


Mr J. F. Bunford, M.A., has been re-elected President 
of The Institute of Actuaries for 1955-56." 


Personal : 


Messrs Hancock, GILBERT & Co, Chartered 
Accountants, of London, very much regret to 
announce that their partner Mr C. C. H. Harvey, 
A.C.A., died at a London hospital on Friday, March 
18th. 


Messrs SINCLAIR, DE Mesquira & Co, Chartered 
Accountants, of 15 New Street, Bishopsgate, 
London, EC2, announce that Mr SIDNEY A. SOKEL, 
F.c.A., who has been associated with them for some 
years, has been admitted to partnership as from 
March rst, 1955. The style of the firm will remain 
unchanged. 


Messrs CHAS. CLEMETSON & Co, Chartered 
Accountants, announce that they have opened 
offices at Dryden Chambers, 11g Oxford Street, 
London, Wr, and that Mr C. H. CLEMETSON, F.C.A., 
will be in charge. 


Mr BENJAMIN FORTES, B.COM., C.A.(S.A.), and Mr 
EDWARD Facov, B.COM., C.A.(s.A.), practising as B. 
FORTES AND COMPANY, Chartered Accountants (5.A.), 
P.O. Box 3147, Cape Town, South Africa, announce 
that they have taken into partnership Mr D. S. 
LEWAK,. A.C.A., C.A(S.A.) ATI, who has been 
associated with them for the past two years. The 
style of the firm is unchanged. 


Professional Notes 


Mr Norman J. Murch, A.C.A., has been appointed 
secretary of James Motor Cycles Ltd, of Birmingham. 


Mr Derick Bolton, F.c.a., a partner in the firm of 
W. Bolton & Co, Chartered Accountants, of Man- 
chester, has been appointed a local director of the 
Provincial Insurance Co. 


Mr V. H. E. Evans, A.C.A., has been appointed 
chief accountant of the South Wales Electricity 
Board. Mr Evans, who has occupied a senior position 
on the accountancy staff of the Board since March 
1948, will take up his appointment on August rst. 

Mr A. Eric Ellison, J.P., F.c.a., of Messrs A. E. 
Ellison & Co, Chartered Accountants, Bradford, has 
been appointed a local director at Bradford and Leeds 
of the Provincial Insurance Co. 

Mr A. N. E. McHaffie, B.COM., C.A., group manag- 
ing director of the Ediswan-Hotpoint Group of 
Associated Electrical Industries Ltd, has joined the 
board of Siemens Brothers & Co Ltd. 


Obituary 
Bryce MerepirH HANMER, F.C.A. 


We deeply regret to report the death, on March 
rith, at the age of 71, of Mr Bryce Meredith Hanmer, 
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F.C.A., of Hesketh Park, Southport. Mr Hanmer was 
senior partner in the firm of Bryce Hanmer & Co, 
Chartered Accountants, of Liverpool and London. 

Articled to his father, the late Mr Thomas A. 
Hanmer, of Liverpool, he was admitted an Associate 
of the Institute in June rgos, and was elected a 
Fellow in 1919. 

He held many directorships, including the State 
Assurance Company, and was prominent in local 
affairs, being a former Councillor of Southport, and 
at his death President of the Conservative Party in 
Hesketh Park Ward. His Masonic interests were 
wide; he was a Founder Member of the Liverpool 
Exchange Lodge and a Past Master. 

A keen golfer, he was a past captain of the Hesketh 
Golf Club and a past captain of the Society of 
Liverpool Golf Captains. He was also a life member 
of the Hightown Club. 


WALTER RICHARDS PAYNE, F.C.A. 


We have learnt with regret of the death at the age of 
81 of Mr Walter Richards Payne, F.c.a., senior partner 
in the firm of Randall and Payne, Chartered Ac- 
countants, of Stroud. 

Mr Payne, who was articled to his father, was 
admitted an Associate of the Institute in 1903 and 
elected a Fellow in 1919. He played a prominent part 
in the local affairs of the town and district and had 
been a member of the Stroud Rural District Council 
since 1931, serving as chairman for several years. 
He also served as chairman of the Stroud and 


District Water Board, the Stroud and District 


Planning Committee and the Cotswold Joint Super- 
annuation Committee. 

Other offices he held included those of secretary 
of the Stroud Building Society since 1917, and 
secretary of the West of England Wool ‘Textile 
Employers’ Association from its formation in 1919 
until 1945. He was also a founder member of the 
Stroud Rotary Club and had held office as either 
president, secretary or treasurer from 1921 to 1954. 

A keen sportsman in his younger days, Mr Payne 
had been captain of the Stroud Association Football 
Club and had also played cricket and rugby for 
the town. He was a founder member of the Stroud 
Lawn Tennis Club. 


Tax Reserve Certificates 


The Chancellor of the Exchequer on March 16th 
announced a new issue of Tax Reserve Certificates. 
The new. (sixth series) certificate will bear interest at 
the rate of 14 per cent per annum tax free instead of 
I£ per cent per annum tax free, the rate of interest 
allowed on the existing (fifth series) issue. The other 
terms of issue are similar to those of the last previous 
issue. 

The new certificates became available on March 
21st. A prospectus containing the full terms of issue 
has been issued by the Bank of England. 

The terms of existing certificates will be unchanged. 
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The Society of Incorporated Accountants 


The President of The Society of Incorporated 
Accountants, Mr Bertram Nelson, J.P., F.S.A.A., and 
the members of the Council of the Society, gave a 
dinner at Incorporated Accountants’ Hall last Tuesday 
evening. Among the guests present were: 

Mr 8. J. D. Berger, M.C., F.c.1.8.; Mr Patrick Butler, 
F.C.A.; Mr L. F. Cheyney, F.S.A.A., F.L.M.T.A.; Mr 
W. E. Harrison, r.c.w.a.; Sir Oscar Hobson; Mr 
F. C. Hooper; Mr Donald V. House, F.c.a’; Mr E. H. 
V. McDougall; Mr W. Macfarlane Gray, F.A.C.C.A.; 
Mr A. S. MacIver, M.C., B.A; the Master Cutler; 
Mr F. C. Osbourn, M.B.E., B.A., LL.B.; Sir Harry 
Pilkington; Mr T. L. Poynton, F.1.M.1.a.; Major- 
General G. N. Russell; Sir John Somerville, c.a.; 
and Sir Edward Wilshaw. 
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Open Seminars at Incorporated Accountants’ a 
Hall 


Professor F. Sewell Bray, F.C.A., F.S.A.A.. Stamp- 
Martin Professor of Accounting, has arranged to hold 
three open seminars in the Easter Term. 

The first will be on Monday, April 18th, when the 
subject for discussion will be ‘Efficiency audits’, the 
discussion being led by Mr 8. F. T'wena, B.coMM., 
A.S.A.A., a research student working with the Stamp- 
Martin Professor. The second will take place on 
Friday, May zoth, when Mr Louis Goldberg, B.A., 
M.COM., Senior Lecturer in Accountancy, University 
of Melbourne, will lead the discussion on a subject to 
be decided; and the third will be on Friday, June roth, 
when Mr David Solomons, B.COM., A.C.A., Professor- 


elect of Accounting, University of Bristol, will intro-§ 


duce a discussion on ‘Economic and accounting 
concepts of costs and their relevance to policy 
decisions’. 

All these meetings will be held at Incorporated 
Accountants’ Hall, starting at 6 p.m., and account- 
ants and students wishing to attend are asked to 
notify Mr T. W. South, at Incorporated Accountants’ 
Hall, Temple Place, Victoria Embankment, London, 
WC2, so that the necessary arrangements may be 
made. 


Currency Restrictions Relaxed 


More STERLING NOTES AND FOREIGN CURRENCY 
NOTES FOR TRAVELLERS 


The Treasury have announced that the amounts of 
sterling notes and foreign currency notes which 
travellers may take out of the United Kingdom 
have increased from Ze and £xro to £10 and £25 
respectively. 

The sterling notes which travellers are permitted 
to take out of the country are intended to meet their 


_incidental expenses on board British ships and air- 


craft and on landing in the United Kingdom. They 


N 


should not be spent or exchanged abroad by United” 


Kingdom travellers. 


The new limits are authorized by the Exchangè 


Control (Import and Export) Order, 1955 (S.I. 1955, 
No. 395) which came into force on March 17th. 
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g London and District Society -of 
- Chartered Accountants 


DINNER AND DANCE 


A dinner and dance of the London and District 
Society of Chartered Accountants was held at 
The Park Lane Hotel, London, W1, on Friday, 
March 18th. e 

_ The Chairman of the Society, Mr J. H. Mann, 
M.B.E., M.A., F.C.A., presided, and with Mrs Mann, 
Mr D. V. House, ¥.c.a., President of The Institute 
of Chartered Accountants in England and Wales, 
and Mrs House, received the company of over 400 
who attended. 

There were no speeches. Dancing continued until 
one o’clock, and once again it can be recorded that 
this most enjoyable occasion was an outstanding 

SUCCESS. 


The Chairman, Committee and the Hon. Secre- 


` tary, Mr J. W. G. Cocke, T.D., M.A., A.C.A., are to be 
warmly congratulated on the admirable results of 
their hard work. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 
Society will be held during next week: 
Tuesday, 5.30 p.m.: At The George Hotel, Luton. (Inaugural 


meeting of the Bedfordshire Branch.) Lecture: ‘Some 
practical points on goodwill’, by Mr R. J. Carter, B.COM., 


F.C.A. 
Wednesday, 6 p.m.: Lecture and demonstration of National 
Accounting Machines (limited number), 
Friday, 5.15 p.m.: Introductory course lectures on (1) 
- Auditing; (2) Taxable income. 


Cost Accountants’ Regional Conference 


A North Midlands Regional Conference of the 
Institute of Cost and Works Accountants was held 
at the Assembly Rooms, Derby, on March roth, 
attended by members of the Institute from Coventry, 
Derby, Leicester, Nottingham and surrounding 
districts. 

The two papers presented were “The application of 
management accounting techniques to small busi- 

_ nesses’, by Mr Peter Jardine, C.A., A.c.W.A., A.A.C.C.A., 
group controller, Parkinson & Cowan Ltd, and 
“Economy in the use of productive resources’, by Mr 
Ronald Hooker, general works manager and director, 
Brush Electrical Engineering Co Ltd. 

Speakers at the luncheon included the Mayor of 
Derby, Sir Frederick Scopes, managing director, 
The Stanton Ironworks Co Ltd, and Dr T. Heap, 
principal, Derby Technical College. 
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Chartered Accountants’ Hockey Club 
In a match at Old Deer Park, Richmond, on 
March gth, the Chartered Accountants’ Articled 
Clerks played an excellent team game and defeated 
the Solicitors’ Articled Clerks by twelve goals to four. 

At the end of the first half, following good play by 
S. D. Rathbone, with P. D. Clarke and G. Robson in 
close support, the score stood at 5-1 in favour of the 
accountants. The second half opened in a blizzard 
with the solicitors probing their way through the 
accountants’ defences and finished in sunshine with 
the accountants strongly on the attack. C. H. Fieth 
and R. M. Breakell, together with R. D. Cumming, 
were kept fairly busy, but the stick-work of the 
accountants’ forward line was superior throughout 
and resulted in a further seven goals being scored. 
The goal-scorers were: P. D. Clarke (1), J. A. Hume 
(r), R. D Cumming (2), G. Robson (2), and 5. D. 
Rathbone (6). 

Both sides played short due to last-minute cancel- 
lations and the Chartered Accountants’ Articled 
Clerks were represented by: 

J. S. Kinross (Surbiton); C. H. Fieth (Tulse Hill); R. M. 
Breakell (Gerrards Cross); R. D. Cumming (Epsom); A. J. 
Stewart (Dulwich); P. D. Clarke (Captain) (Blackheath); 
S. D. Rathbone (Reigate); G. Robson (Purley); J. A. Hume 
(Barnet). l 

The Association of Certified and Corporate 

Accountants l 
MANCHESTER AND DISTRICT SOCIETY 
The annual dinner and dance of the Manchester and 
District Society of The Association of Certified and 
Corporate Accountants was held on March 11th. 

Mr C. V. Jarvis, J.P., F.A.C.C.A., President of the 
Society, presided, and with Mrs Jarvis received the 
members and guests among whom were: 

Alderman Richard S. Harper, J.P. (Lord Mayor of Man- 
chester), and the Lady Mayoress; Mr A C. S. Meynell, 
F.A.C.C.A. (Vice-President of the Association), and Mrs 
Meynell; Mr J. C. Latham, D.L., F.a.c.c.A. (Director of the 
Association), and Mrs Latham; The Venerable A. Selwyn 
Bean, M.B.E., M.A. B.D. (Archdeacon of Manchester), and Mrs 
Bean; Dr E. J. F. James, M.A., B.SC., D.PHIL. (High Master, 
Manchester Grammar School}, and Mrs James; Mr E. G. 
Turner, F.C.A. (Immediate Past-President, the Manchester 
Society of Chartered Accountants), and Mrs ‘Turner. 

The toast of “The City and Trade of Manchester’ 
was proposed by Mr Jarvis, who compared the 
ancient history of the City with the importance of its 
present-day position in the commercial and industrial 
life of the country. The Lord Mayor responded. 

Dr James proposed the toast of “Ihe Association’ 
and Mr Meynell responded. The toast of “The Guests’ 
was proposed by Mr V. Butterworth, F.a.c.c.a., and 
the Archdeacon of Manchester responded. The dinner 
was followed by dancing to Arthur Brown’s Orchestra. 
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Conference on ‘Small Firms’ at Harrogate 


A short conference planned to cover the special 
problems of the smaller firms is being organized by 
the British Institute of Management, with the 
support of the Federation of British Industries and 
the Netional Union of Manufacturers, and will take 
place at Harrogate from April 29th-3oth. All the 
main fields of management — financial management, 
marketing, personnel and production — will be con- 
sidered at the meeting. 

The speaker at the opening session will be Mr Roy 
Harrod, while Mr Osbert Peake, Minister of Pensions 
and National Insurance will be the principal speaker 
at the closing dinner. 

At ane of the sectional meetings to be held on 
Saturday afternoon, April 30th, Mr W. G. A. Russell, 
F.S.A.A., will present a paper entitled ‘Making the best 
use of zhe accountant’. The chairman at the meeting 
will be Mr S. C. Tyrrell, F.c.w.a. 

Further information about the conference can be 
obtained from the Conference Secretary, British 
Institute of Management, P.O. Box 483, Manage- 
ment House, 8 Hill Street, London, WI. 
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SEVENTY-FIVE YEARS AGO 
From Whe Accountant op Marcu zo, 1880 
LIQUIDATING A BANK NOTE 

In the year 1853 a solicitor in a midland town, 
who was about to attend a race meeting, put a Ze 
Bank of England note into his fob pocket. He forgot 
the note; and, on his return, sent his trousers to be 
washed. A few days afterwards he remembered the 
note; and, upon searching, found it, reduced to a 
pulp. He took its remains reverently to his bankers, 
who spread it out on a piece of paper, and were able to 
decipher the date, but not the number. Upon 
applying to the Bank of England for payment, the 
holder was told that, as he could not identify the 
note by any number, he would have to wait until all 
the notes issued in 1853 had been called in. From that 
time up to recently he has called on two or three 


‘occasions at the Bank of England, but has each time 


been told that many of the notes were still in circula- ` 
tion. The other day, much to his surprise and pleasure, 
he received a notice from the Bank that, upon making 
a statutory declaration of the facts he could have his 
money—twenty~six years after the loss of the note. 


LONDON STUDENTS’ COLUMN r 


News from the London Chartered Accountant Students’ Committee 


Annual General Meeting 
The annua! general meeting of the Society will be held 
at 5.0 p.m. on April 29th in the Hall of the Chartered 
Insurance Institute, 20 Aldermanbury, EC2. This 
meeting is the chief domestic gathering of the year at 
which members are expected to put forward sugges- 
tions, raise queries and make general comments, 
favourable or otherwise, on how the Students’ Society 
is run. Members, therefore, should send in, as soon as 
possible, any resolutions they may wish to propose and 
any nominations that they wish to make for vacant places 
on the Committee. There are three vacancies to be filled. 


Committee Membership 

Mr J. H. Pascoe and Mr G. F. Bacon have recently 
qualified and being due for call-up have had to retire 
from the Committee. Mr J. Cutner has also resigned. 
With Mr Pascoe as chairman, the Committee has 
enjoyed an active and fruitful year. At the last com- 
mittee meeting. Mr A. R. Whyte was elected as 
succeeding chairman. 


Future Events 
The ‘Practical Aspect’? Course which starts on April 
25th has received enrolments from 364 members. This 
shows a considerable increase on last year’s figure. 
Sir Hartley Shawcross will be giving an address at 
this year’s President’s Meeting on October 27th. The 


Lord Mayor, Sir Seymour Howard, has also agreed to 
be present and if, as is hoped, the Society receives 
permission to use Guildhall, the meeting should un- 
doubtedly prove a most impressive occasion. 

The inaugural meeting of a new branch is to be held 
at Luton on March 2gth. This meeting, of the Bedford- > 
shire Branch, is the second one to take place within 
four months and is an indication of the strength of the 
Society. 

Recent Activities 
There have been good attendances at recent meetings, 
and for Sir Thomas Robson’s lecture on ‘Professional 
ethics’, 250 members were present. The introductory 
course and the debates have both attracted greater 
numbers and the improvement in the laiter has been 
especially noticeable. Lectures and demonstrations by 
Kenrick & Jefferson and by Kalamazoo have been 
attended by seventy and sixty students respectively, 
and sixty-four members visited the Ford Motor Works. 


Library 
The tenth and newest edition of Company Law, by 
Rankin, Spicer and Pegler, is now available and if 
borrowers of the ninth edition will return their copies 
they will be exchanged. 
It is expected to publish the next London Students’ 
Column in The Accountant dated April 30th. 
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ECONOMIC SURVEY, 1955 


N the economic sphere, 1954 was a year of very considerable 
E Towards the end of the year, however, it 

became apparent that progress was uneven. In certain sectors 
of the economy expansion was sluggish, in other and possibly less 
desirable sectors, the rate of growth was such as to divert materials 
and man-power from exports and investment. The continuation 
of this uneven development into the early months of 1955 
necessitated certain remedial measures being taken in February — 
the chief of which aimed at restricting credit. But generally 
speaking, the prospects for 1955 are not unpromising. Such, in 
brief, is the story which is unfolded in the Economic Survey 19551 
issued last Tuesday. 

The Survey begins by recalling that a year ago the possible 
adverse effects on production, prices and trade, of the recession 
in U.S.A. had to be taken seriously. Fortunately, the recession 
proved to be short-lived and its effects were hardly felt outside 
North America, the sole exception being a reduction in European 
and Commonwealth exports to Canada and U.S.A. The buoyancy 
of European production in face of the setback in American 
activity came as a pleasant surprise. The Survey points out, 
however, that it would be wrong to conclude that the rest of the 
world need no longer be concerned about the level of activity in 
U.S.A. In fact, as the Survey shows, the surplus on the balance of 
payments and the increase in the reserves of the Sterling Area in 
1954 were both lower than in 1953. 

For the year as a whole, Britain had a favourable balance of 
payments of {110 million excluding defence aid. This compares 
with {115 million in 1953, but the inclusion of defence aid brings 
up the 1953 figure to {217 million or {£57 million greater than in 
1954. The really significant feature about the 1954 earned surplus 
is that £148 million was won in the first half, and £38 million 
lost in the second. 

Exports in 1954 were at a record level, but again the first half 
of the year made a better showing than the second which was 
adversely affected by the dock strike. Import prices started to rise 
during the year and this movement was gathering momentum at 
the end. Moreover, the volume of imports showed a rising trend 
in the later months of the year. And, of course, the interest 
payments on the North American loans are made in December. 
In 1953 the second half of the year showed an earned surplus 
of over £ roo million. 

At home, 1954 was a prosperous year. The gross domestic 
product is estimated to have been 4 per cent greater than in 1953 
and industrial production 64 per cent more. Allowing for 


1 Cmd. 9412, price rs 6d. 
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£140 million more imports, total available 
resources were {£765 million greater than in 1953. 
One-half of these additional resources was used 
to supply increased consumer demand, about 
one-third Went in higher exports and one-fifth 
to gross fixed investment. The defence call 
on resources was slightly lower than a year 
earlier. 

Personal incomes, in total, rose by 6 per cent; 
the wages and salaries element in these increased 
by 74 per cent —somewhat more than the rise 
recorded in rent, dividends, and interest received 
by perscns. Consumers’ expenditure rose by the 
same amount as income less tax. This suggests 
that the 1953 rate of personal savings — between 
7 and 8 per cent of disposable income — was 
kept up. 

The principal increases in production came 
from the engineering and allied trades, and 
chemicals. Taken together, output rose by about 
IO per cent in these industries. In the case of the 
engineering and allied trades, about two-fifths of 
the rise in production was accounted for by the 
higher output of cars and consumer goods for 
the home market. That part of the output of the 
engineering industry destined for home invest- 
ment rose by only 4 per cent—a somewhat 
disappointing feature. New orders for plant and 
machinery appear to have come in fairly well 
during 1954, however, and this may lead to 
higher cutput in the current year. The steel 
industry broke all previous production records. 
Even so, the rapid rise in engineering production 
and the growth in factory building caused 
shortages of steel to appear towards the end of 
the year, and imports, on an increasing scale, 
became necessary. 

The demand for coal also showed a con- 
siderable increase both on account of the weather 
and higher industrial needs. But the 6 per cent 
increase in home demand was matched by an 
increase of less than 1 per cent in deep-mined 
output and most of this increase was offset by 
a fall in deliveries from open-cast sites. Although 
coal exports were maintained at the 1953 figure 
of 14 million tons, imports had to be increased by 
2% million tons to 3 million. The prospects for 
.1955 are even less hopeful and may cause a 
considerable deterioration in the balance of 
payments position. Steel production in 1955 
should, however, reach a new peak. 
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Amongst the more favourable events of 1954, 
the end of consumer rationing, the further 
freedom given to exchange and commodity 
markets, and the greater degree of liberalization 
offered to imports from O.E.E.C. countries have 
naturally some pride of place in the Survey. This 
greater freedom has, however, brought its dangers. 
Any increase in the purchasing power of the 
people of Britain tends to make large new calls 
on imports. These higher demands appear to 
have been supplemented by a tendency on 
the part of industry to order for stockpiling 
purposes. 

As a consequence, the terms of trade, which 
would probably have deteriorated in any 
case, have moved rather strongly against 
Britain. 

Sterling has weakened and the difference 
between the official and non-official rates has 
allowed successful commodity shunting opera- 
tions to occur to the detriment both of traders in 
the United Kingdom and of the central gold and 
dollar reserves. 

Herein lie the reasons for the measures 
announced by the CHANCELLOR on February 24th, 
viz.: the increase in Bank rate from 34 per cent to 
4% per cent, the reintroduction of restrictions on 
hire-purchase transactions and the instructions 
given to the Capital Issues Committee to adopt 
a more restrictive attitude to hire-purchase loans, 
and the permission given to the Exchange 
Equalization Account to operate outside the 
official exchange market. The first two measures 
were designed to moderate the expansion in 
home demand and to give added encouragement 
to exports. The second had as its object the 
strengthening of sterling and the protection of 
the reserves. 

It is too early yet to know the degree of 
success which these measures will evoke. Sterling 
is stronger already but it may take weeks 
before higher interest rates have a damping 
effect on stock building. 

Meanwhile, apart from cotton textiles, the 
production picture continues to be rosy and if 
the exhortation to greater export effort given in 
the Survey is followed, 1955 may join 1953 as 
another ‘odd’ year with a balance of payments ' 
surplus. 

Export prospects are good if British exports 
can be kept competitive. 
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ACCOUNTING FOR THE BUDGET SURPLUS 


VER since the new year the trend of the 

weekly Exchequer return has stimulated 

considerable discussion concerning the 
prospects of tax remission in the forthcoming 
Budget. The figure to which most attention has 
been paid is the surplus of ordinary revenue over 
ordinary expenditure, which at the time of writing 
is £456 million. Unfortunately, there also appears 
to be a deficit of £471 million on what is called 
the ‘receipts and payments’ account, so that on 
balance there is an ‘overall’ deficit to date of 
some £14 million. The less sophisticated reader 
may be excused if he finds consolation in the fact 
that the City columnists are virtually unanimous 
in forecasting a ‘surplus’ of between £350-{£400 
million -a sum which the CHANCELLOR may or 
may not distribute in tax relief. The precise 
figures will be contained in the Financial State- 
ment which will become available only after 
Mr But er has made his Budget speech. Gener- 
ally speaking, rather more interest centres upon 
the tax changes described in its pages than the 
several pages of accounts. 

Rather surprisingly, the Financial Statement 
has no statutory raison d’étre; it is not even an 
account in the accountant’s sense of the term. 
It is what the Crick Committee’s report has 
defined as 


‘a Return to an Order, which through long usage 
has come to serve as the more or less fixed back- 
ground for Parliamentary discussion upon the 
Budget proposals’.+ 
It is merely a collection of financial data which is 
later produced with considerably more detail in 
the Public Income and Expenditure Account and 


- the Finance Accounts. 


- For our present purposes, the most important 
tables relate to what is described as the ‘out- 
turn’ of the financial year. ‘They are, incidentally, 
quoted in some detail in the Budget address. 
The conventional form of this account is repro- 
duced below as it appeared in last year’s Financial 
Statement. It comprises two separate accounts; 
that described as ‘above the line’, containing 
what appears to be a revenue and expenditure 


~ account, while that ‘below the line’ is a receipts 


and payments account. Such a combination will 


1 Final Report of the Committee on the Form of Govern- 
ment Accounts. Cmd. 7969. H.M.S.O., June 1950. 


undoubtedly lead the average accountant to 
wonder just how this peculiar combination of 
accounts can serve to reveal the financial results 
of the Government’s operations in its role both 
as the nation’s largest investor and spender on 
current account. The short and simple answer 
is that they do not. It is only logical to inquire 
why — when every company must lay before its 
shareholders an intelligible set of accounts — the 
Government can apparently get away with a 
document which is virtually meaningless from 
both the accounting and economic points of 


1953-54 OUTTURN 
Conventional forms of Accounts 








£ million 
ABOVE THE LINE 
Revenue £ Expenditure £ 
Inland Revenue .. -. 2,340 Interest on Debt 580 
Customs and Excise 1,764 “Sinking Funds as Se 35 
Motor Duties ia es 73 Northern Ireland .. oe 50 
Miscellaneous dis SR 9 
Total Tax Revenue 4,177 Total Cons. Fund Services 674 
Supply: Defence . 1,365 
*Post Office (Net es Civil Lë 2,190 
Broadcast Licences 17 Tax Collection... 45 
Sundry Loans S 38 E 
*Miscellaneous 136 Total Supply 3,600 
Total Revenue .. 4,368 Total EE 4,274 
Surplus... 9 
45368 4,368 
Berow tHe Linet 
Receipts Payments £ 
*Interest outside Budget .. 87 “Interest outside Budget .. 87 
Export Guarantees: SES EN vy 
Repayments .. 3 *Excess Profits Tax Refunds 
Housing receipts from Votes 2I War Damage 72 
Local Authorities: Cen Go ee GE 2 
Repayments .. +. 21 ` Loaps to Local Authorities 2g9 
Raw Cotton Commission: Loans to Northern Ireland 
Net repayments .. š; 42 Exchequer 3 
Coal] Nationalization: pain pe Nee Town De- u 
Repayments is .. 5 p 3 
Loans to Film Corporation.. I 
Film Corporation; Loans for Development of 
Repayments .. we I s. Its Sr I 
£ ; own and Country anning: 
dee Armaments ie to Central ine 
: I 
Repayments .. S S Coal Nationalization: 
Other repayments .. Ke Y Working Capital ete. .. AT 
Overseas Resources: we 
Colonial Development .. 5 
Total Receipts . 182 Total Payments 573 
Net Sum See or sais 
from Surplus 391 
573 573 
Total Receipts .. «+ 4,550 Total Payments . 4,847 


+ Items below the line are: 


1. Receipts applicable by statute to debt interest which would otherwise 
be paid out of revenue. 


2. Receipts applicable to debt redemption. 
3. Payments for which the Treasury has power to borrow. 


* Items marked * appear in the opposite account in the ‘Alternative’ classi- 
fication, subject to minor breakdown of some tot 
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view even to the expert, much less the ordinary 
taxpayer. ` i - 

The significance of the Budget ‘surplus’ for 
the.man in the street lies in its promise of tax 
remissions But which surplus determines the 
extent of the CHANCELLOR’S permitted bounty: the 
surplus ‘above the line’ or that measured ‘overall’? 
Or if the reader studied the last Budget speech, 
what is he to make of Mr Butier’s remark that: 

‘the Sudget aim must always be to maintain the 

balance of the economy, whatever the mathematics 

above or below the line’? 

The importance of this subject stems from the 
fact that the Government is responsible for the 
expenditure of over one-third of the nation’s 
money incomes. Inevitably the direction of that 
expenditure, apart from the effects of the taxes 
imposed to raise that revenue, will substantially 
affect the economy. It has therefore become the 
responsibility of the CHANCELLOR to frame his 
Budget so as to ‘maintain the balance of the 
economy’ — in other words, to ensure full employ- 
ment, adequate investment and stability on over- 
seas account. These objectives will be achieved 
by ensuring that after the Budget tax changes, 
the sum of disposable money incomes left in the 
hands of the public (usually referred to as the 
‘private’ sector), together with the Government’s 
(public sector) anticipated outlays, will just 
equal the total available supply of goods and 
services at current prices. A Budget ‘surplus’ of 
ordinary revenue over expenditure implies that 
more income has been taken from the private 
sector than the Government has returned through 
its outlays to the economy, i.e. it is deflationary. 
But if the Government finances certain capital 
items by borrowing, so that its ‘below the line’ 
deficit is equal to the surplus ‘above the line’, 
then the ‘overall’ effect of the Budget upon the 
economy is neither inflationary nor deflationary. 

That at least is the theory. Unfortunately, the 
two accounts reflecting the outturn of the year’s 
financial operations have nothing in common 
with either the accountant’s or economist’s con- 
cepts of revenue and capital. ‘The items shown 
‘above the line’ are merely those for which 
Parliament has voted an appropriation of revenue, 
while those disclosed ‘below the line’ are pay- 
ments for which power to borrow has been 
sanctioned. The accounts are, judged by any 
modern accounting practice, sheer nonsense. SIR 
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STAFFORD CRIPPS, in his efforts to frame a Budget 3 


which would eliminate the inflationary pressure 
in 1948, redesigned the account relating to the 
‘outturn’. In addition to the ‘conventional’ 
accounts, he introduced into the Financial 
Statement an ‘alternative’ classification. The 
‘above the line’ account, its contents somewhat 
amended, became the ‘Revenue items’, while 


that “below the line’ was later described, following - 


the Crick Committee’s proposals, as ‘Loans and 
other non-revenue items’. In the 1954 accounts, 
the surplus on Revenue account became £234 
million, although the ‘overall’ surplus was, of 
course, unchanged, since the alternative classifi- 
cation merely represented a rearrangement of 


some of the items. For example, refunds of post- ° 


war credits were treated as payment cn current 
account instead of something akin to a capital 
charge. The accounts, however, remain almost 
as useless as ever for the purpose of determining 
the shape of the Budget required to maintain 
the balance of the economy. 

Why should the archaic ‘above and below the 


line’ classification, first introduced in 1866 when’ 


the Budget totalled only £67 million, equal to a 
mere 7 per cent of the national income, be main- 
tained?! The Crick Committee, which examined 


Le 


the entire problem of Government accounting | 


methods and also prepared an appendix on the 
nature of the Financial Statement, had little to 
offer. This weird and wonderful account in the 
Financial Statement is the product of the ‘cash’ 
accounting system imposed upon the departments 
by the Treasury. “The primary purpose of the 
basic mechanism of Government accounts must 
remain that of accountability to Parliament’, 
comments the Crick Report, and this fact pre- 


cludes the possibility of substantial change either š 
in the internal accounting system of Government 


departments or the archaic accounts of ‘outturn’ 
in the Financial Statement. For, as was argued 
in the evidence of The Institute of Chartered 
Accountants in England and Wales to the Com- 
mittee, ‘a new form of statement is needed’ .. . 
but. . . ‘its preparation is entirely dependent 
on the form of records from which it is compiled’. 

It is hardly surprising that the Budget is 
invariably based not upon such data as are con- 
tained in the Financial Statement, but upon the 
information relating to the national income and 


1'There was:then only one item of £4 million ‘below the line’, 
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its constituent aggregates provided by the Central 
Statistical Office. These data, as far as reliability 
for forecasting is concerned, are just about on a 
par with the balance on the conventional ‘above 
the line’ account. To add to the public’s con- 
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fusion, the published national income data relate 
to calendar years and not fiscal years. It would, 
as the Crick Report emphasized, be useful if 
these two estimates of the public sector’s finances 
could be brought into alignment. ° 


AN ESSENTIAL FREEDOM 


Accountancy Services for International Trade and Investment 


N another page of this issue, we reproduce 
() the full text of a pamphlet just issued by 

the Committee on Foreign Affairs of the 
. American Institute of Accountants. It states in 
' unequivocal terms the belief that members of 
the accountancy profession should be allowed to 
practise wherever their clients’ businesses require 
them to do so and that any curtailment òf this 
freedom may constitute a real hindrance to 
international trade and investment. 

Business men and investors, the Committee 
points out, not only expect the enterprises they 
put their money into to be audited by properly 
-qualified accountants, but also that they should 
be allowed to select their own auditors for the 
task. To meet this perfectly natural demand, 
many of the larger professional firms in Great 
Britain and the United States have established 
branches in other countries, thus ensuring the 
same standard of service to clients throughout 
their organizations. As well as thus providing 
facilities to their clients, these firms have also 
helped to develop the accountancy profession in 
the countries in which they have become 
established. The Committee instances the debt 
owed by the accountancy profession in America 
to those English and Scottish accountants who 
' settled in the United States last century primarily 
to look after British interests. 

Unfortunately, there has been a tendency by 
certain countries in recent years to endeavour to 
restrict the activities of foreign accountants 
within their boundaries. Some go so far as to 
insist that all principals and staff employed by 
foreign firms should be nationals of the country 
in which the branch is situated. The difficulty of 
~operating in a country where such an embargo 
exists need not be stressed. The United States 
Department of State, recognizing that free 
choice in these matters is essential to good 


international trade relations, has made specific 
mention in recent treaties with other countries 
that both parties should be at liberty to employ 
their own professional and technical experts in 
each other’s territories. 

The opinion of the profession in the United 
Kingdom on this point is similar to that expressed 
by the American Institute of Accountants. In 
Ig5I, an act was passed in South Africa pro- 
hibiting partnerships and profit-sharing between 
accountants resident in the Union of South 
Africa and accountants resident outside the 
Union. It also prohibited the use of a firm name 
which included the name of any person who was 
not, or who had not been during his lifetime, 
ordinarily resident in the Union. Partnerships 
already in existence on April rath, 1951, were not 
to be subject to the prohibitions until October 
31st, 1956, or such later date as would be 
prescribed. Following successful protests by the 
Council of The Institute of Chartered Account- 
ants in England and Wales, and others, the South 
African Parliament is now considering an 
amending Bill containing provisions which would 
be satisfactory to members of the accountancy 
profession in this country. I 

Referring in its report for 1953 to the above 
matter, the Council clearly stated its belief that — 


‘... the ideal arrangement is reciprocity, in all parts 
of the world, of the right to practise under the pro- 
_ fessional designation which the individual accoun- 
tant has obtained by suitable training, experience 
and examination and that there should be no restric- 
tions on the right to enter into partnership or agency 
arrangements with properly qualified account- 
ants, whatever may be their country of residence’. 


In the interests both of the profession and of the 
business community, it is hoped that the tolerant 
opinions of the English and American Institutes 
will come to be universally recognized and 
accepted. 
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THE INSPECTOR OF TAXES INTERROGATES: 
THE RELUCTANT INFORMANT 


e by WILFRED TULLETT, FS AA. 


The Editor informs readers that the characters and places in the following article are purely 
imaginary and that no reference is intended to any living person or to any particular place. 


SCENE: An Inspector of Taxes’ office at Bluewave- 
on-Sea. It is IO a.m., and the Inspector has just 
given a chair to a man who has that quiet air of 
confidence which belongs to men who have spent 
most of their lives at sea. He is a retired Naval 
Commander. 


Inspector: I asked you to call because I thought 
that a discussion would be much more helpful to 
you than writing. Sé "7 

COMMANDER: Thank you. I agree. My wife and 
I purchased á year ago the Veriwelcome Guest 
House and the four acres of land which goes 
with it. 

INSPECTOR: Yes, I know, and it is about your 
resident guests that I wished particularly to 
see you. 

ComMANDER: My wife and I were very much 
upset when we received your letter asking for 
the names of our residents. Am I compelled to 
supply these details? I dislike intensely acting as 
a...a...kind of informer on our guests! 

Inspector: I am afraid that it cannot be helped. 

You are under a legal obligation to supply the 
name of ‘every lodger or inmate’ resident in 
your guest house. Let me show you the section 
of the Act. 
` COMMANDER: No, no, there is no need for that. 
If that is the law, that is the end of it. We have 
four residents. They are rather a mixed bag. 
First, there is Miss Annie Ceaseless. She is 85, 
never stops talking, and does the football pools. 
Secondly, there is Miss Annas Thetic, a retired 
hospital matron, who keeps a professional eye on 
all of us. The next is a retired actor, Mr Always 
Resting. Lastly, comes Mr B. A. D. Callouse, an 
industrial chiropodist. That's the lot. `: ` 

Inspector: Thank you. Now, about the pro- 
perty which you have purchased? 

COMMANDER: We are purchasing the property 
with the aid of a building society — under their 
insurance guarantee scheme. 

INSPECTOR: Yes? 

COMMANDER: I understand that as the building 
society make the application to the insurance 
company and pay the single premium on our 
behalf, we cannot claim insurance relief within 


the restricted limits because we did not pay the 
premium ourselves. It seems a bit hard to me. 

Inspecror: Oh, I can relieve your mind on 
that. Some building societies have now a special 
arrangement with the Inland Revenue Depart- 
ment, and the allowance is then made just the 
same as if you had approached the insurance 
company, and you had paid the single premium. 

COMMANDER: Thank goodness for that! 

Inspector: Anything else? 

COMMANDER: Yes. On the land which adjoins 
the guest house I am going to erect three green- 
houses, sell some of the produce, and also supply 
the guest house with early lettuces, tomatoes, etc. 
Do I get any allowance for the capital cost of 
the greenhouses? 

INSPECTOR: Yes. There is no difficulty about it. 
I will send you a form to complete. Let me have 
it back with vouchers for the cost of erection, 
and you will be allowed the total cost spread over 
ten years. i 

COMMANDER: That zs good news. What about 
the Schedule A value of the land? 

Inspector: That will be allowed, too. What 
are you going to do with the remainder of the 
ground? 

CoMMANDER: You'll be surprised! I am going 
to grow Christmas trees on it. They are easy to 
grow, require little attention, and find a ready 
market at the end of three years’ growth. 

INsPECTOR: That is a new idea in this district! 
I have enjoyed meeting you, Commander. As a 
matter of fact, I was a chief petty officer during 
the war myself. 

COMMANDER (surprised and pleased): Well, 
fancy that! I wonder if you would care to come 
up one evening and have a game of billiards with 
me? 

Inspector: Thank you. I certainly would. 

CoMMANDER: That's fine. (Then, jocularly) I 
will look forward to that, Chief! | 

INSPECTOR (playing up): Thank you very much 
indeed, sir! I will give you a ring. 


(Both men laugh heartily, shake hands, and the < 


Commander runs down the stairs.) 
INSPECTOR (musingly): ‘There ¿s something 
about the Navy after all! 
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DEVELOPMENT FINANCE-I 


by G. M. RAIT, M.C., T.D. 
Deputy Chairman, Charterhouse Industrial Development Company Ltd 


OR what my experience is worth, it seems to me 

that the chief problem facing the industrialist 

seeking finance is insufficient knowledge and 
understanding of the facilities available to him and of 
the uses to which they should be put. I refer, of 
course, primarily to the small and medium-sized 
undertaking — the big corporations are usually ade- 
quately equipped in this respect. 
I propose, therefore, to describe 
briefly the facilities available to 
the credit-worthy seeker of capital 

_in its various forms and then to 

, outline the considerations which 
are most likely to influence the 
provider of capital in his choice 
of investment. By thus treating 
my subject more from the point 
of view of the capitalist than that 
of the industrialist, I hope to be 
able to give the latter a clearer 
conception than appears to exist 
in many quarters of what, to the 
former, constitutes a worthy 
subject for his ministrations in 
their appropriate form. 

In the course of this paper Í 
shall use the words ‘capital’ and 
‘finance’ almost indiscriminately, 

, because in this particular context 
I regard them as being more or 
less synonymous. If a closer 
definition is needed, ‘finance’ 
might be more aptly applied to 
the short-term requirements of 
industry and ‘capital’ to its long-term or permanent 
requirements.. 

Capital 
Capital, in its broadest sense, is and always has been 
simply the accumulated savings of the community, 

_but the sources, volume, purchasing power and form 
of these savings and, as a corollary, the methods by 
which they are canalized into industry — to fertilize 
it, so to speak — have undergone many and frequent 


changes. Similarly, the problera of providing adequate’ 


capital for industry in an expanding economy such 
as we have experienced in this country (with occasional 
fluctuations) ever since the industrial revolution, varies 
continually in scope, intensity and complexity. That 
this problem has so far been solved is evident from 
the extent to which the capital of industry has increased 
and from the measure of industry’s continued ability 
“¿o meet the changing needs of the times, but this 





The first part of an address given to the Chartered Accountant 
Students’ Society of London on February 21st, 1955. Sir 
Harold Barton, E.C.A., was iri the Chair. . 7 ` 
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solution has only been achieved by the use of methods 
as varied and varying as the problem itself, involving, 
over the years, vast changes in the technique of 
capital-raising. Whether the build-up of industrial 
capital is still continuing on a sufficient scale or, 
indeed, whether it is currently continuing at all, are 
moot points which are exercising the minds of all 
economists, but their detailed 
consideration is not germane to 
this paper, which is concerned 
with present practicalities rather 
than future economic trends. 

The problem of providing 
industrial capital stems from the 
days when the industrialist first 
discovered that if he was to keep 
abreast of the rising tide of 
commercial activity and to com- 
bat competition by developing 
and expanding, he would need 
capital in excess of his existing 
resources and {ny additions 
thereto which he had been able 
hitherto to provide out of retained 
profits. He found himself forced 
to admit outside capital, and 
sought it originally from wealthy 
private individuals, who thus 
became an important source of 
industrial capital. The natural 
development of this process of 
investing private funds in other 
people’s enterprises, coupled 
with the persistent tendency 
during the last half-century towards a wider distribu- 
tion of wealth, might be said to have been the 
genesis of the capital market. It would, however, 
never have grown to its present importance had 
it not been for the concurrent growth in the scale 
of industry’s demand for new capital brought 
about by pronounced changes in the technique 
of industry itself and, to an ever-increasing extent 
in recent years, by taxation — direct and indirect, 
personal and corporate. 


Development of the Capital Market 


It will suffice if I merely summarize the various 
economic and political factors which have influenced 
the development of the capital market. They fall 
into two broad groups, the one directly affecting 
industry itself and the other the sources of industrial 
capital. 

In industry, scientific research and invention have 
resulted in the evolution of more complicated and 
expensive machinery; the demand for machine-made 
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consumer goods has expanded; and the need to 
economize man-power and offset higher labour costs 
by greater use of mechanical means of production and. 
greater specialization has become paramount. Con- 
currently with all this, the joint stock company had, 
since the early years of this century, been replacing 
the firm or partnership system as the most practical 
method of introducing outside capital into a business 
in a form in which the respective interests of a number 
of investors could be adequately defined. The growth 
of industrial investment derived exceptional stimulus 
from the First World War as the result of which the 
progress of industry and the spread of wealth (in a 
monetary sense) accelerated rapidly. Yields from 
industrial securities, more attractive than could be 
obtained from the ‘Funds’, induced more and more 
people to wish to invest their savings in industry and 
the joint stock company provided them with a ready 
vehicle. 

Out cf this situation there arose a need for persons 
and institutions capable of giving advice on industrial 
investment and of applying their experience to 
ensuring that the capital structures of concerns 
seeking findnce were suitable for their particular 
requirements. In other words, agencies were needed, 
and were soon forthcoming, who would not only 
provide the machinery for public investment in 
industry but would also help to create the appropriate 
securities to represent the public’s funds. Such 
agencies exist today in considerable numbers and in 
various forms, and together constitute the capital 
market. I shall describe them in greater detail later, 
but at this point I should like to digress briefly from 
my main theme. 

Every swift development, particularly in commerce 
or finance, is liable to abuse at the hands of the 
unscrupulous; the law lags behind events and the 
‘wide boys’ take advantage of this situation while it 
lasts. The development of the capital market has been 
no exception. The machinations of some of the old- 
time company promoters and of the ‘mushroom’ 
issuing houses, a plethora of which made its appear- 
ance in the years immediately after the First World 
War, are still common knowledge. Gross ignorance, 
and in some cases actual fraud, on the part of these 
opportunists gave rise to all sorts of trouble. In some 
cases, gullible investors were induced to subscribe to 
ill-conceived companies which failed to survive; in 
others, promising industrial concerns were ruined by 
faulty capitalizations and wrong financial policies. 
That a high percentage of those responsible them- 
selves went out of business in the process was probably 
small comfort to their victims. 


Prevision of Finance Strictly Controlled 


I mention this somewhat sordid phase in the history 
of capital raising because, unfortunately, some of the 
mud has stuck, and even today one occasionally comes 
across otherwise quite enlightened persons who are 
firmly convinced that there is something sinister 
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about the whole business of raising finance — that its , 
exponents are engaged in some form of black magic "` 
whereby they are able to hoodwink the unsuspecting 
industrialist and the innocent investor with complete 
impunity. Nothing nowadays could be further from 
the truth. The operations of those engaged in the 
provision of finance, and particularly in the creation 
and sale of stocks and shares, are today strictly con- 
trolled, not only by law and by competition, but also 
by long tradition. All reputable financial institutions 
are members of their representative associations and, 
although these bodies do not purport to control 
the ethics and business methods of their members, 
they would certainly not tolerate for long any offender 
against the canons of business probity. The industrial- 
ist seeking the services of a recognized finencial house 
can therefore be assured of a perfectly fair deal. 

In its essentials, the provision of capital is a manu- >, 
facturing and selling process strictly comparable with - 
any such other. The raw material is the calculated 
value of the assets, earning capacity and potentialities 
of a business. The finished products are the stocks, 
shares and other securities which represent that 
value in a negotiable or marketable form. They must 
be so devised as to conform to fashion trends, attract 
customers and give them satisfaction in just the same 
way as any other manufactured article — but with 
this marked difference; most manufactured articles 
are considered satisfactory if they last for a few years 
and wear well in the meantime; securities, in many 
cases, are expected to last for ever and to increase in 
value with the passage of time. I have drawn this 
analogy, which can be developed in detail to a 
surprising degree, in order to emphasize that the , 
business of finance, properly conducted, calls for a 
standard of expertise anc experience just as high as 
does any other manufacturing business. It therefore 
stands to reason that the industrialist seeking finance, 
whose expert knowledge is normally confined to his 
own manufacturing and trading problems, should 
regard the problem of capital raising as one for other 
experts, whose advice and assistance is, I hope to 
show, freely available to him. 


Types of Capital Available to Industry 


The types of capital available to industry, their 
particular uses and the sources from which they can 
be obtained are divisible roughly into two main 
categories — temporary finance and permanent or 
semi-permanent capital. 

Broadly speaking, temporary finance should be 
sought only for requirements the cost of which is 
self-liquidating over a comparatively short period. 
It should not be used for the acquisition of fixed or 
capital assets, such as buildings, plant, machinery 
and durable equipment, nor for providing the hard- 
core of permanent working capital which is essential 
to every business. It may sometimes justifiably be 
used for such purposes, pending an issue of permanent 
capital, during a period when the industrialist may 
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not yet know whether or to what extent his require- 
ments will be permanent. It should normally be used 
to meet temporary shortages of working capital and 
to finance specific shipments, seasonal purchases of 
raw materials, exceptional contracts and the payment 
of such Government imposts as excise duty and 
purchase tax, which are eventually passed on to 
customers after a longer or shorter time-lag. In the 
light of these examples, many other legitimate uses 
for temporary finance will undoubtedly suggest 
themselves. 

The facilities provided by the joint stock banks are 
the most usual and often the cheapest type of tempor- 
ary finance, particularly when it takes the form of a 
bank overdraft. A bank overdraft limits the bor- 
rower’s liability at any given time to his exact 
requirements of the moment; it is therefore an ideal 
way of financing seasonal sales or purchases and of 
anticipating an introduction of permanent capital, 
the amount of which has yet to be assessed. Every 
seeker of capital, temporary or permanent, should 
make his bank manager his first confidant; if the 
bank itself is not the proper source for his require- 
ments, the manager may very often be able to suggest 
a suitable alternative source. 


Bills of Exchange 


Another means of temporary finance is the acceptance 
credit, the currency of which is the bill of exchange, 
a very usual method of financing foreign trade, but 
one which can also be used internally in appropriate 
cases. An approved borrower is permitted to draw a 
bill (literally, a promise to pay) on an accepting 
house who, by accepting the bill, guarantees its 
payment at maturity. The bill, thus accepted by a 
recognized accepting house, becomes a ‘prime bank 
bill’ and can be discounted in the London Discount 
Market by the drawer, who thus obtains his money 
at once in consideration of a low rate of interest to 
the accepting house and a small discounting charge. 
To a good borrower, the total cost is currently 
about 4 per cent per annum. Bills can be 
drawn with varying maturities, usually two or three, 
and occasionally four months; they can be for odd 
amounts, but the larger credits are normally divided 
into individual bills of not more than £10,000. 
Acceptance credits are generally used to finance 
specific transactions, such as shipments, purchases 
or seasonal trade, the requirements of which would be 
self-liquidating within the currency of the relevant 
bills. They may also take the form of revolving 
credits, where new bills are drawn as others mature, 
provided that the accepting house is willing to con- 
tinue the facilities. 

Customers and suppliers can also be a source of 
temporary finance to the extent that they may be 
willing respectively to expedite payments or to give 
extended credit. They, too, can draw or accept bills 
of exchange — known in this case as ‘trade bills’ — as 
one means of accommodating their business associ- 
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ates, but the facilities for discounting such bills are 
not as plentiful as they used to be and this form of 
trading has become less prevalent of recent years. 
There is, to my mind, no valid reason why it should 
not be encouraged between reputable traders in 
appropriate circumstances. e 


Hire-purchase Facilities 


Whether or not hire-purchase facilities should be 
categorized as temporary finance is a matter of 
opinion. They are used, in most instances, to acquire 
fixed assets and thus transform themselves ultimately 
into the equivalent of permanent capital, but, on the 
other hand, they could hardly be said to constitute 
permanent capital at the outset - which only goes to 
show how narrow the dividing line between the two 
main types of capital can sometimes be. The exact 
machinery of hire-purchase finance varies in different 
circumstances, but the essentials of any given transac- 


_ tion are that the buyer pays a deposit on his purchase, 


normally between 20 and 33 per cent of its total cost, 
and contracts to pay the balance, weighted with a flat 
percentage charge to meet interest and financing costs, 
over a period. The seller frequently invokes the aid 
of a hire-purchase finance company, which pays him 
the net balance forthwith and recoups itself by 
receiving the instalments weighted with the interest 
and financing charges as they become due. In some 
cases, the hire-purchase finance company discounts 
the actual contract or bills representing specific 
instalments drawn by the seller or purchaser and for 
all these services it charges appropriate fees. ‘This 
form of finance is apt to be regarded as comparatively 
expensive and is perhaps more suited to the smaller 
business which cannot, by reason of its size or short 
record, easily obtain other forms of credit. 

More than one of these sources of temporary finance 
can be used simultaneously provided that indebted- 
ness in one direction does not restrict necessary 
credit in others. An excess of temporary resources 
may be just as embarrassing as a shortage and 
tends to encourage over-trading, with all its inherent 
risks. 

This part of my thesis would not be complete 
without a brief reference to the merchant banks, 
confirming houses, import and export merchants, 
and similar agencies, many of which can and do 
provide or procure temporary facilities, particularly 
in the field of export finance. In this particular sphere, 
credit insurance, though not in itself a source of 
finance, plays an important part in that, by insuring 
against default on the part of an overseas customer, a 
manufacturer may enhance his own prospects of 
obtaining the funds he needs in order to produce that 
customer’s requirements. Where credit insurance is 
applicable, the cover provided is usually 80-85 per 
cent of the value of an order and the Export Credits 
Guarantee Department of the Board of Trade is the 
main source of such insurance. 


(To be concluded.) 
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WEEKLY NOTES 


Company Directors’ Liability 


In a leading grticle entitled ‘Guilt before innocence’ 
in our issue of May 26th, rg51, we drew attention to 
the publication of a private member’s Bill whose 
object was to protect directors and other officers of 
bodies corporate from the rigours of certain Acts 
passed in the five years following the Second World 
War. Under those Acts it is possible for, say, a direc- 
tor to be found guilty of an offence, merely because 
he was a director, unless he discharges a difficult 
burden of proof. Where his company is found guilty 
of one of the offences in question, he too is to be found 
guilty of it unless he proves 
‘that the offence was committed without his consent 
or connivance and that he exercised all such diligence 
to prevent the commission of the offence as he 
ought to have exercised having regard to the nature 
of his functions .. . and to all the circumstances’, 
The Bill reached the report stage in July 1952, 
when the Opposition sought to amend it by leaving 
with the director the burden of proving that the 
offence had not been committed with his consent or 
connivance. The Bill’s sponsors would not accept 
this and the Bill was in the event talked out. 
Another private members Bill has now been 
published with the same object as the previous Bill. 
Under it the offending provisions in existing Acts 
would be amended to read as follows: 

‘Where an offence against this Act has been 
committed by a body corporate, and it is proved 
that the offence was committed with the consent or 
connivance of, or is attributable to any neglect on 
the part of, any director, general manager, secretary 
or other similar officer of the body corporate or any 
person pirporting to act in any such capacity, he as 
well as the body corporate shall be deemed to be 
guilty of that offence and shall be liable to be 
proceeded against and punished accordingly.’ 

This would put the burden of proof squarely upon 
the prosecution. 


South African Budget 


The principal feature of the taxation provisions of 
the Budget which the South African Minister of 
Finance introduced towards the end of last month 
is a new tax, not on distributed profits, but on un- 
distributed ones. Manufacturing companies which 
distribute less than 60 per cent of their profits will 
have to pay a 25 per cent tax on the difference. Other 
companies will pay the tax if they distribute less than 
yo per cent of their profits. The tax will not apply to 
mining companies, nor to foreign companies. Its 
object is to prevent evasion of super tax. It may also 
be intendéd to stimulate investment. The question 
immediately arises whether the new law can be 
circumvented by the device of bonus issues. 

Tax is to be levied on dividends received by South 
African residents from companies abroad, hitherto 


exempt. Apparently shareholders in South African 
companies have been transferring their shares to 
foreign companies specially set up for the purpose, 
taking shares in the foreign companies as considera- 
tion. Thus dividends from the South African 
companies reached the South African residents in 
the form of foreign dividends. An allowance will be 
made, in taxing these, for foreign tax paid. 

There are to be changes in the gifts tax: gifts to 
one recipient up to {500 are to be exempt, as well as 
all gifts between spouses. The rate of tax on taxable 
gifts will rise to 25 per cent on gifts exceeding £45,000. 

The Minister is budgeting for a small surplus; 
estimated expenditure is £259 million, estimated 
revenue £259'1 million. 


Management Accounting Scholarship 


In his will the first Lord Leverhulme, who died in 
1925, established a trust, part of the income of which 
was to be devoted to providing scholarships for 
research and educational purposes. Scholarships of 
this nature have been instituted at a number of 
schools and universities, at the training ships Conway 
and Worcester and at the Royal College of Physicians, 
the Royal College of Surgeons, the Royal Academy 
of Arts, the Royal Academy of Dramatic Art, the 
Royal Academy of Dancing and the Royal College of 
Music. In addition, the trust has distributed over the 
past twenty-three years an average of [12,000 a year 


as Leverhulme Research Awards. These awards have , 


taken the form of fellowships and of grants m aid of 
research and have been made to senior workers of 
established position. No field of inquiry is excluded 
from consideration but preference is given to subjects 
in which existing provision for research appears 
inadequate. 

In our ‘Official Notices’ column last week, the 
trustees advertised the establishment of a £2,000 
Leverhulme Research Scholarship in management 


accounting. The winner of the award, whe must be a 


qualified accountant and preferably not older than 35, 
will spend twelve months in studying aspects, selected 
by himself, of the development of the accounting 
contribution to industrial or commercial management. 
At the end of the year he will be expected to produce 
a thesis suitable for publication. Application forms 
may be obtained from the Secretary, Leverhulme 
Research Awards, St Bridget’s House, Bridewell 
Place, London, EC4. The closing date for applications 
is May 31st. 
Coal Board Appointments 


In addition to the five new appointments made in the 
middle of February by the National Coal Board 
following the Fleck Committee’s report, a further 
four were announced last week. Three of the four 
new appointments are of chartered accountants. 

Mr R. W, Parker, c.a., deputy chairman of the 
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North Western Division of the National Coal Board 
is to suceed Dr Reid as chairman of the Scottish 


Division. Dr Reid is now a member of the national ` 


board. Mr L. Graham, deputy chairman of the 
Northern Division is to become chairman of the 
Division in succession to Mr J. Bowman, who is now 
deputy chairman of the N.C.B. Mr H W. McQ. 
Hembry, a.c.a., the finance director of the Northern 
Division becomes deputy chairman of that Division 
in succession to Mr Graham. Mr A. W. John, ops, 
A.C.A., Who is at present deputy director-general of 
finance at the N.C.B, headquarters is to succeed Mr 
J. Latham, C.B.E., A.C.A., as director-general. Mr 
Latham’s appointment to the national board was 
referred to in these columns in our issue of February 
26th. 

The Coal Board has also announced that it has 
accepted most of the recommendations of the Fleck 
Committee. Prominent among these changes is the 
establishment of a new staff department concerned 
with the management side of the industry. The 
burden of the Fleck report was that the N.C.B. 
should direct and manage its affairs with increasing 
effectiveness and any indication of a strengthening in 
these directions will be received with approval. 


Higher Bank Salaries 


Within the last two weeks six of the large banks have 
announced new salary arrangements. Although there 
is no indication that these represent a concerted move 
to increase salaries, they naturally reflect the banks’ 
reactions to common problems in the labour market. 
These banks are consolidating supplementary cost-of- 
living payments into basic salaries and the main 
effect of this is to bring about a corresponding 
increase in the salary ranking for pension. They will 
thus have the effect of increasing immediately the 
banks’ liabilities for pensions without adding to the 
cash receipts of the staffs of the banks. 

In addition there have been changes in salary 
scales. Four of the banks have introduced more 
attractive scales and have increased payments to 
staff ranking above the ordinary salary scales. One of 
the banks has published changes in emoluments 
which are clearly aimed at improving the position of 
the more senior grades — a movement which is not 
unexpected since the higher rates offered by the 
banks since the war have been mainly confined to the 
junior grades in order to attract young people coming 
on to the labour market. The banks have withstood 
the impact of inflation on their salary bills much 
longer than most commercial organizations, but they 
too are being forced in the end to capitulate to 
economic conditions. 


Unchanged Terms of Trade 


Although there are indications that the level of world 
commodity prices is declining after the recent upward 
trend, there is little sign as yet of any improvement 
in this country’s terms of trade. In February, accord- 
ing to the Board of Trade index, import prices went 
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up by a further point to 105, making an increase of 
four points over the last three months. Export 
prices also increased by one point to ror which was 
their first increase for four months. The result is, 
therefore, no change in the terms of trade during 
February although there has been a deterioration of 
four points compared with the average level of 1954. 
The import price level was still affected by the re- 
stocking by industry which has been going on for 
some months. It is reasonable to expect that when the 
March import price figures are available they should 
show some reaction to the higher Bank rate which was 
aimed, to some extent, at discouraging the build- 
up of stocks of materials by industry. 


Rising Industrial Costs 


The recent increase in the price of basic raw materials 
for industry has now begun to work itself out on 
wholesale price levels. At the same time wages are 
moving upwards as well. 

In February the price of basic materials rose by 
Ig per cent on the month according to the Board of 
Trade’s index of basic materials. ‘This movement was 
largely due to an increase in the price of copper, but 
wool, tungsten ore, tin ingots, zinc and sisal increased 


- as well. Since then, of course, there is the increase in 


coal prices which are going up by 5 per cent. The 
official index of weekly wage rates has been moving 
comparatively slowly throughout 1954 but it advanced 
two points in January of this year. 

There are some indications that the world prices of 
industrial materials, in contrast to foodstuffs, are 
levelling out at a new level and that the statistical 
position of these materials is good. On the side of 
wages, however, increases are likely before long in 
shipbuilding, mining and building. If and when these 
changes come about industrial costs may have become 
more stable than in the past few months but they will 
have levelled out on a new plateau which is bound to 
have its effect on the Lob, prices of exports at a time 
when this country is losing ground in some markets 
to foreign competitors. 


Stock Exchange Statistics 


As announced under ‘Finance and Commerce’ in last 
week’s issue, the London Stock Exchange has pro- 
duced a new group of statistics which analyse interest 
payments before tax as related to the nominal capital 
at the end of each of the last five years for the whole 
of its quoted securities. 

One of the interesting facts which comes out 
of the figures is that most of the income from 
quoted securities goes to owners of loan capital. 
Further, the interest on loan capital over the five 
years under review has risen almost as much as 
ordinary dividends. If preference share income is 
added to income on loan capital, fixed interest 
income over the year was so per cent larger than 
income from equities. At the end of last year 70 per 
cent of the market value of all securities covered by 
the study was in fixed interest stocks. 
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Dwindling business and narrowly moving prices 
have characterized stock-market business in the past 
week, Turnover is now at little more than a routine 
level and is unlikely to show any great improvement 
this side of the Budget. The Government’s Economic 
Survey has hardly dispelled the main uncertainty that 
recent monetary measures may prove inadequate to 
deal with the root causes of inflation. The approach 
to the Budget is a nervous one and is likely to remain 
so particularly since there is a widely held opinion 
that the next few months may present better buying 
opportunities than now exist. 


The Right Word 


Success in this life is often a case of the right word 
in the right place at the right time. One has to admit 
it, however much one may extol the virtues of 
ability and hard work. These bring their reward 
but the way to the top is sometimes opened by that 
combination of circumstances which we call luck. 
It was a fortunate introduction that led to the position 
shown in the accounts of British Industrial Plastics 
Ltd, which we reprint this week. And it was the 
company’s auditors who touched off the train of 
events that not only put the company on the way to 
prosperity but gave the country a most valuable war- 
winning asset. 

The story is told by Mr Kenneth M. Chance, the 
chairman, in his statement with the accounts. Thirty 
years ago, the company, then entitled The British 
Cyanides Co Ltd, had, through circumstances 
beyond its control, lost its big market for ferro- 
cyanides. It was losing money at the rate of £6,000 
a year, was looking for ‘anyone likely to take up an 
issue of second debentures at a discount of not more 
than 20 per cent’, was sacking employees and 
cutting the incomes of those left in an effort to 
keep alive what spark of life was left in the company. 

There was an ultimatum of foreclosure by the bank 
unless the £35,000 overdraft was repaid within a 
week, staved off by Mr Chance when he told them 
what he thought of such a ‘preposterous demand’ 
and undertook to pay off the overdraft by the end of 
the year, with no idea of how it could be done. 


Thanks to Auditors 


And then, ‘through the good offices of our auditors’, 
says Mr Chance, ‘I was introduced to the late Sir 
Alfred Lewis, the General Manager of the National 
Provincial Bank’. 'The N.P. took over the account as 
from January Ist, 1925, and ‘this practical expression 
of confidence’ carried the company ‘over the most 
critical transition period’ from cyanides to synthetic 
resins in which it had become interested but too 
weak financially to proceed. Within two years, 
tableware moulded from the company’s ‘Beetle’ 
moulding powder was on sale at Harrods. 

In the 1930s, developments continued in the use 


of ‘Beetle’ cements for wood, proof against water, 
tropical sun, etc., giving plywoods and glued joints 
that made possible the Horsa Glider and the de 
Havilland Mosquito, the high-speed motor launches, 
and the army plywood pontoons. America had nothing 
like the ‘Beetle’ A cement and was let into the well- 
kept secret of its formula. ‘When the war ended in 
1945, the Germans still had nothing better than the 
constructional cement Klemleim, which had been 
rejected as defective by British chemists in 1938.’ 

Mr Chance tells this story of the success that might 
not have been but for the ‘right word’ in the right place 
as, after forty-three years as managing director and 
chairman since 1933, he retires to the office of 
president of the company. The opportunity of 
saying the ‘right word’ fell to the auditors but all of 
us at some time are given the chance to put in that 
good word that may mean sc much to someone. 


Q.E.D. 


Why did Note 1 to the Marley Tile (Holding) 
balance sheet give {24,150 as the benefit of invest- 
ment allowances transferred to plant replacement 
reserve whereas in the consolidated balance sheet, 
the reserve (a new item) appeared at only £20,150 
which agreed with the item in the consolidated 
profit and loss account? The reader who raised the 
query in our issue of March sth has been very 
kindly answered by Mr J. W. S. Stoker, GA, the 
company’s secretary. 

The difference, he says, refers to the fact that the 
£24,150 represents the relief from investment 
allowances attributable to the Group as a whole. 
The amount of £20,150, shown under the heading 
of plant replacement reserve in the consolidated 
accounts represents the proportion of the total 
allowance attributable to the holding company, the 
difference of £4,000 being that part of the allowance 
belonging to the minority interests. 


James Swiit & Son 


We are assured by Mr A. Whiffle, chairman of 
James Swift & Son Ltd, that it was purely- 
graphical error which dated the Trafalgar Square 
picture as 1860 in his company’s Centenary Brochure 
to which we referred last week. The real date was 
1880. When the error was pointed out to the company 
an erratum slip was inserted in the booklet. By some 
mischance it seems that the copy which reached us 
did not include the correction. 


Money Market 
Applications for Treasury bills on March 25th 
totalled £410,155,000 and maintaining the bid at 
£99 1s the market obtained 51 per cent of its require- ` 
ments. The average discount rate was virtually 
unchanged at £3 15s 11-21d per cent. This week’s 
offer is £270 million. 




















































































































April 2nd, 1955 THE ACCOUNTANT 377 
BRITISH INDUSTRIAL PLASTICS LIMITED AND SUBSIDIARY COMPANIES 
f Consolidated Profit and Loss Account for the year ended September 30th, 1954 
1953 
£ £ £ 
544,290 Trading Profit before charging or erediting the Items set out below Sa e ka e 875,414 
78,859 Deduct: Research, Development, Patent Charges, Technical and Design Services .. Ss š 82,998 
26,366 Pensions for Staff and Work-people i H Se 32,851 
2,013 Auditors’ Fees and EES Finciudiñg Subsidiaries £888 ~ 1953, £603) š 2,307 
158,239 Depreciation.. de ae Sek ee 180,228 
£1,250 Interest on 44 per cent Unsecured Notes (Gross) See SS eg ei e Gi t1,250 
— ‘ Expenses of the Authorization and Issue of New Shares ats ie fy ae = 2,879 
276,727 312,543 
267,563 562,901 
1,290 Add: Income from Trade Investments (Gross) as Ss Së bed is š 4,200 
3,551 Interest Receivable (Gross) Ni Ce KX "A ee eg d Vë š š 4,156 
4,841 8,356 
272,404 Profit before Taxation D Wa Së d ba Se oe 571,257 
Provision for Taxation on above Profits of the Group: 
40,050 Pro yes ax ++ ee ae ta ++ ee s+ ae * - - 58,450 
126,828 Income Tax .. SN a we Se Së ke . š Se . 252,679 
164,878 311,129 
1,500 {Add} Deduct: Equalization Adjustment (see Note 2) .. “a m Ss Gë Gen Si a 4750 
168,378 305,379 
104,028 ; 265,878 
94 Add; Loss of Subsidiary Company attributable to Minority interest ` .. és ee zi Gs — 
104,126 Profit for the year after Taxation ae š és Ri Be ss vg ae š I 265,878 
7,027 Add: Provision for Taxation no longer required ` TA = Ss D ii SS Set — 
111,147 . 265,878 
Deduct: Profit retained by subsidiary companies as: 
2,358 Unappropriated Profit dg ax e? Sch ae Sa E Ss a 20,860 
— Contingency Reserve .. .. Ss SCH ek as SS se š a 6,150 
2,358 27,016 
108,78? Net Profit dealt with in che accounts of British Industrial Plastics Led - ki as es 238,868 
— Deduct: Transfer to Contingency Reserve 3,250 
Dividands paid and proposed for the year on Share Capital of British Industrial Plastics Ltd: 
ek 0 per cent Free of Tax Cumulative tee hares gi Sé .. £1,482 
34,295 (73%) On Ordinary Shares — interim Dividend 74% (less tax) .. Si ee .. 34,295 
57, 158 (123%) Proposed Dividend on Ordinary Shares 122% (less tax) Si Sg .. 85,737 er 
92.935 124,764 
15,854 114,104 
139,700 Add: Balance carried forward at September 30th, 1953 .. SS Sp Sé š ae 155,554 
155,554 Balance carried to Balance Sheet of British Industrial Plastics Led Sa es 269,658 
{2,009 Subsidiary Companies: Balance carried forward at September 30th, 1954 (see Note 3) Ss ge i 
£167,563 Balance carried to Consolidated Balance Sheet .. es oe he SS ge es ve £298,635 
Note. ~ Emoluments of Directors of British Industrial Plastics Ltd, from that Company and its 
subsidiary ang other Companies: š 
12,322 (a) In respect of services as Director 11,009 
(b) In respect of other services (including Pension Fund ` 
50,744 Contributions) .. Sg ke Kg ja . 49,476 
63,066 —— 60,476 
100 (c) Pension to Widow of deceased Director... Ki 100 
£63,166 £60,576 
Notes on the Accounts appear on [the next page]. 
BRITISH INDUSTRIAL PLASTICS LIMITED AND SUBSIDIARY COMPANIES CONSOLIDATED 
September 30th, 1953 September 30th, 1954 
Written Aggregate At Cost At on. Aggregate Written 
Down Deprecia- or Deprecia- Down 
Amounts tion Valuation Valuation tion Amounts 
£ £ £ Freehold Land and Buildings: I £ £ £ 
461,649 At Cost .. .. aa an ae s» ` ae a se 518,602 
121,716 On Valuation Basis Ss DE Sé Sa “a oe a 121,716 
(See note below) 
529,203 54,162 583,365 640,318 66,398 573,920 
Leasehold Buildings: 
4,022 6,195 10,217 At Cost Gë 10,217 7,158 3,059 
Plane, Machinery, Fixcures and Fittings, Vehicles and Equipment: 
1,464,149 Ac Cost š at Sie ges Sa Se ve sė 1,623,713 
60,924 On Val uation Basis ee aa on on we ae ae 58,754 
— (See note below) — 
841,794 682,379 ',524,173 [682,467 837,959 844,508 
£1 375,019 £742,736 £2,117,755 £2,333,002 £911,515 £1,421,487 


Note. -Wherever possible the fixed assets have been included at cost. As, however, the cost of certain of the fixed assets is not reasonably 
ascertainable, such assets have been included as a valuation, at the net amount standing in the books on June 30th, 1948, less Sales. 
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and Equipment 
Market Value £50 
behalf of Savings Fund Depositors (Market Value 


£24,475) 


{i} Beetle-Elllott Led (approximate 
Stocks and Work in Pro 


K. M. Chance 


HI, Current Assets: 
Investments in Government Securities held on ` 


Surrender Value of Assurance Poli 


Freehold Land and Bulldings 
Goodwill and Trade-marks .. 


Lease. 


PI 
Investments: 
Trade: 


l. Fixed Assets: 


H 


£ 

529,203 
4,022 

841,794 
1,375,017 
16,669 
16,670 
6,220 
18,738 


594,620 





‘SUBSIDIARY COMPANIES 


1953 


£ 
1,375,020 
22,890 


1,261,907 
412,799 
398,635 

2,073,341 
387,400 


£ 





— 


298,635 


100,000 
250,000 


. 
ae 
KR) 
» 
aa 


£ 


Consolidated Balance Sheet as at September 30th, [954 
534,887 


VI. 4} per cent Unsecured Notes 1955-59 
Vil. Current Liabilities and Provisions: 


ee 
E) 

KA 
+. 


BRITISH INDUSTRIAL PLASTICS LIMITED AND 


ee 


Future Taxation — income Tax 1955-56 


Share Premium Account (sée Note Í} 
Equalization of Taxation (see Note 2) 


Other Capital Reserves 
Profit and Loss Account Balances 


Contingency Reserves 
owned Subsidiary Company 


Accounts Payable and Accrued 


Plastics Ltd 


l. Issued Share Capital of British Industrial 
ll, Capital Reserves: 


V. Interest of Minority Shareholder in partly- 


HL Revenue Reserves and Surplus: 


IV, Taxation Reserves: 


£34,565 


828495 — 





693,930 
250,000 


258,163 

1,932,870 
272,900 — 

8,358 
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BRITISH INDUSTRIAL PLASTICS LIMITED AND 
SUBSIDIARY COMPANIES >. 





£3,613,866 


Notes on Accounts 
For the year ended September 30th, 1954 


— 2,169,328 


L. Share Premium Account 


Balance as at September 30th, 1953 D wie as 
Sa Less: Applied in paying up in full 4,156,958 Ordinary 
Shares of 2s each .. e Sg a is . 415, 


Deposits and 


pra Balance as at September 30th, 1954 Ex NP »» £278; 


2. Equalization of Taxation 
This Reserve was created by transferring from Profit and Loss Acco 
in each year commencing with the year ended September 30th, i$ 
amounts equal to the taxation relief obtained on the excess of 
Capital Allowances for taxation purposes over the Depreciation writ 
off in the accounts. 

In the current year Depreciation exceeds the Capital Allowan 
other than Investment Allowances, and the charge for taxation 
therefore been reduced by £5,750 (Parent Company £7,500) being 
taxation on this excess. The relief of £8,664 on Investment Allowan 
r the Group has been applied in reduction of the taxation charge 

e year. 


ble, 
\ Directors, 


e Companies 
d 


3. Profit and Loss Account 
The Subsidiary Companies’ balance carried forward at September 3( 


1954, £28,977, is made up as follows; 
£ 


Balance carried forward at September 30th, 1953 .. så 12, 
° Less: Capital Loss written off being the Increase in the 
Parent Company's proportion of past losses of a sub- 
sidiary company due to the purchase of the minorit 
interest. ., a oe .. SS Se š 


KENNETH H. CHANCE 
C. H. GLASSEY 


Deferred Charges .. Gs 
Bank Balances and Cash in han 


3, 

8, 
Add: Unappropriated Profit retained by Subsidiary Com- 

panies Sp e si ae Di Gs Ss 20, 


Balance carried forward at September 30th, 1954 .. si £28, 

ToTg Weg ege E Ee HE we 

4, Part of the consideration for the purchase of the minority Interest | 

subsidiary company, for which full provision has been made in th 

accounts, has been satisfied since the date of the Balance Sheet by 
allorment of 12,250 ordinary shares of 2s each at par. 


1,684,316 
£3,082,226 


5. There are Commitments for Capital Expenditure not provided for 
the Accounts of British Industrial Plastics Ltd, amounting to appr 
mately £60,000 (€60,000 ac September 30th, 1953) and in the case of 
seh roo Sas to approximately £124,000 (£123,000 at Septem 

| th, . 


1,153,125 
£3,613,866 


6. There are contingent liabilities under agreements with the Chairr 
for the payment to him during his life after retirement of an anr 


sum varying with profits and of an annuity to his wife if she survives h 


22,797 


256,223 


3,105 
376 
85,737 


7. Current Assets in Australian currency have been converted at 
Official Rate of Exchange at September 30th, 1954. 





Report of the Auditors 
to the Members of British Industrial Plastics Limited 


We have obtained all the information and explanations which, to the 1 


of our knowledge and belief, were necessary for the purposes of the au 
In our opinion proper books of account have been kept by the Comp 
so far as appears from our examination of those books. We have exami 
the annexed Balance Sheet, which ts In agreement with the books of accot 
In our opinion and to the best of our information and according to 
explanations given to us the Balance Sheet, with the notes annexed Cher 
gives the information required by the Companies Act, 1948, in the man 
so required and gives a true and fair view of the state of the Compar 
affairs as at September 30th, 1954. 

We have also examined the annexed Consolidated Balance Sheet : 
Consolidated Profit and Loss Account of the Company and its Subsidia: 
with the audited accounts of those Companies. In our opinion such C 
solidated Balance Sheet and Consolidated Profit and Loss Account, v 
the notes annexed thereto, have been properly prepared in accorda 
with the provisions of the Companies Act, 1948, so as to give a true 
fair view, respectively, of the state of affairs and of the profit of Bri: 
Industrial Plastics Led and its Subsidiaries. < 


CHANTREY, BUTTON & CO, 
Auditors. 


dend accrued 
Proposed Dividend on Ordin- 


ary Shares 


Expenses 
Savings Fund Depositors 


Provislon for Current Taxation 


Unclaimed Dividends 
Provision for Preference Divi- 


572 
843 
086 
063 
376 
57,158 


618098 —— 


868098 — 
£3,082,226 


Africa House, 
Kingsway, London, WC2. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Premium on Lease 


Sir, — We act for a small property-owning company 
which owns leasehold premises assessed as a single 
unit, parts of which are let to separate tenants and 
the tenant of one part who occupies the rooms under 
a seven years’ lease paid a premium when the lease 
was granted. In arriving at the excess rent assessments 
made upon the company, H.M. Inspector of Taxes 
is seeking to include each year a proportion of the 
premium and has quoted in support of his contention 
the provisions of Section 175, Finance Act, 1940. If 
his contention is correct it appears to be grossly 
-unfair as the recipient of a premium would have to 
' pay tax thereon, but the payer of the premium would 
not obtain any compensatory relief by being allowed 
to charge the due proportion thereof each year in 
arriving at his assessable profits, whereas if the 
premium was in effect paid by way of additional rent 
the recipient would, of course, have to pay tax 
thereon, but the payer would be entitled to charge 
the rent in arriving at his assessable profits. 

The opinion of your readers as to the correctness 
or otherwise of the contention of H.M. Inspector of 
Taxes would be appreciated, as if he is correct, apart 
from the inequity to which we have referred, it is 
difficult to understand what advantage is derived from 
charging a premium as distinct from additional rent. 

Yours faithfully, 
LEWIS, BURRELL & WEBSTER. 

London, EC2. 


[Section 175 provides for the computation of net 
annual value on Schedule A lines by reference to the 
rent ‘and the other terms of the lease’. If it is a term 
of the lease that a premium be paid, the premium may 
be taken into account (Davies o. Abbott (6 A.T.C. 296; 11 
T.C. s75)) but the precise net annual value remains 
a question of fact. — Editor.] 


Accountancy Practices: Valuation of Goodwill 


SIR, — The logic of Mr Griffith’s arguments as to the 

_proper basis for valuing goodwill (‘Builder’s goodwill’, 
your issue March 26th) is beyond dispute. He has 
presented a sound and reasoned analysis of the 
fundamental points, and it is a pleasure to see such 
precision entering a subject so often treated by ‘rule 
of thumb’. 

Accountants, more than any other professional 
men, are obliged to make such valuations of goodwill 
frequently, and their appreciation of the basic 
principles is frequently taken for granted. Neverthe- 
less, of all the professions in which one might expect 
to find precision in these matters domestically, the 
‘valuation of goodwill is not even a ‘rule of thumb’ 
but a blind guess. I refer to the custom of valuing 
and selling accountancy practices on the basis of 
2% years’ gross recurring fees. 


` 


There is no apparent relationship betweën fees and 
profits, yet this arbitrary measure is seldom challenged. 
It makes no allowance for the size of the practice, the 
capital employed therein, the type of work, or the 
notional ‘remuneration’ of the practitioner. Yet it 
survives. 

The Arabs have a proverb, “The carpenter’s door 
is badly hung’. Is this a parallel? 

Yours faithfully, 
FREDERICK A. J. COULDERY. 


Hove, Sussex. 


Traders’ Credit System 


Sir, — Your correspondent, Mr Rogers, states in his 
letter published in your issue of February roth that a 
company has its bank account debited with the sum 
of twopence in respect of each amount paid by a 
traders’ credit. 

However, when one sends to a bank, lists of 
dividend payments together with the names of the 
individual accounts to be credited, is this not com- 
parable with a traders’ credit system? In both cases, 
one cheque only accompanied by the list of payments 
to be made is sent to the bank. 

I believe banks do not usually make a charge for 
this dividend mandate service; it is therefore difficult 
to understand Mr Rogers’ statement concerning bank 
charges for working a traders’ credit system. 

Yours faithfully, 
Ramsgate, Kent. M. J. A. MORRIS. 


[So far as we are aware, all the banks make a charge 
similar to that mentioned by our correspondent, but 
the only agreement between them is as to a minimum. 
It is rarely if ever, we understand, that banks make a 
charge for the bulk payment of dividends. There 
appear to be two reasons for this. Firstly, partly 
historical; the practice of paying dividends in bulk is 
a very old one, whereas the traders’ credit system is 
relatively new. Secondly, partly because arrangements 
for bulk dividend payments are made direct with the 
head office of the bank concerned, whereas under the 
traders’ credit system, the material is first handed to 
the branch by which it is to be handled before being 
passed on to the head office. In this case, therefore, 
there is additional work. — Editor.] 


The Shape of Things to Come? 


Sır, -We quote without comment a paragraph. 
contained in a letter recently received from H.M. 
Inspector of Taxes. d 
‘I note the continually increasing losses in this. 
case and it appears doubtful if a profit is ever likely . 
to arise. This raises the question of whether or not. 
a trade is now being carried on. Unless a profit is 
shown by the next accounts I would be glad if you 
would comment on this point’. 
Yours faithfully, 
EXCELSIOR.. ` 
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Spicer & Pegler’s Income Tax and Profits Tax 
(Twenty-first Edition) 
by H. A. R. J. Wilson, F.G.A., F.S.A.A. 
(H.F.L. (Publishers) Ltd, London. 30s net) 


The new edition incorporates the changes intro- 
duced by the Finance Act, 1954, in particular the 
new investment allowance. The book does not 
otherwise greatly differ from the previous edition. 
It has naw reached a size where some pruning might 
be considered, particularly bearing in mind that it is 
much used by students. The editor points out in his 
preface that a policy of selection has been followed, 
but we should like to see a more drastic elimination 
or reduction of matter on law which is no longer 
current, some of the space saved being devoted to an 
extension of the treatment of new and important 
subjects such as investment allowances. This minor 
criticism by no means implies that the book is other 
than an excellent book as it stands. 


Company Law 
(Sixth Edition) 
by His Honour Judge Charlesworth, LL.D. 
(Stevens & Sons Ltd, London. 17s 6d net) 


This is the second edition of this deservedly popular 
students’ text-book to be published since the passing 
of the Companies Act, 1948. Developments in the 
law since the fifth edition in 1949 have been numerous 
and they have been adequately dealt with. Judge 
Charlesworth has also included an interesting new 
chapter on modern trends in company law. 


The Modern Law of Real Property 
(Seventh Edition) 

by G. G. Cheshire, D.C.L., F.B.A., 
Barrister-at-Law 


With an Appendix on the Rent Acts by J. B. 
Butterworth, M.A., Barrister-at-Law 


(Butterworth & Co (Publishers) Ltd, London. 
478 6d net) 
This is probably the best student’s introduction to 
English land law which is available and is already 
very well known to lawyers. One feature of the new 
edition is an entirely new section on rent control, 
covering some eighty pages. Another new feature is 
a rearrangement of the general text to divide real 
property law into two main parts, one dealing with 
settlements and the like, the other with more com- 
mercial matters, such as leases and mortgages. One’s 
first reaction to the appendix on rent control is to 
ask whether it need be so involved, but unfortunately 
the answer is in the affirmative. 

A great deal of compression has been used, with 
the use of expressions which may not be readily 
intelligible to the ordinary student coming to land 
law for the first time, but this too is probably un- 
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avoidable. In his treatment of the Housing Repairs 
and Rents Act, 1954, Mr Butterworth has a sumed, 
somewhat prematurely, that the rateable values of 
dwelling-houses are already based on the formula 
contained in the Valuation for Rating Act, 1953. 
The unfortunate reference, on page 850, to statutory 
‘tights’ is no doubt a printer’s error. In his treatment 
of the law relating to mortmain on page 811, the 
author could well have mentioned the exemption 
enjoyed by overseas companies under the Companies 
Act, 1948, Section 408. But these matters are very 
minor blemishes on a text-book whose excellence is 
unquestioned. 


Manual of Secretarial Practice 


by F. D. Head, B.A.(Oxon.), Barrister-at-Law, À 

F. Porter Faussett, M.A.(Cantab.), LL.B., 
Barrister-at-Law 

and H. A. R. J. Wilson, F.C.A., FRA A, 


Seventh Edition revised by E. Dennis Smith 
(Macdonald & Evans Ltd, London. 21s net) 


This well-known standard text-book, which a 
company secretary can ill afford to be without, has 
been adopted by the Council of the Corporation of 
Secretaries as “a comprehensive and practical work 
of reference ... and as an authoritative text-book for 
students’. The previous edition was revised in the 
light of the Companies Act, 1948, and this revision has 
now been extended or modified as required in accord- 
ance with the latest changes in the law and experience 
in the working of the Act. It also usefully includes the 1 
relevant provisions of the Law Reform (Enforcement 
of Contracts) Act, 1954. 


The Chambers of Commerce Manual, 1954-55 


(Published for The Association of British Chambers 
of Commerce by United Trade Press Ltd, London. 
£2 ros net (42s to members of Chambers)) 


The Association of British Chambers of Commerce 
has issued for the first time a manual. which will 
be a valuable work of reference for the office book- 
shelf, 

The manual is in the nature of a ‘business man’s 
encyclopaedia’, and gives in compact form a compre- 
hensive selection of business information. There are 
six principal sections comprising a chambers of 
commerce directory giving details of their organiza- 
tion and functions, an industrial and commercial 
section, which includes useful notes on taxation and 
commercial law, and four further sections containing 
helpful details about fuel and power, transport and 
communications, overseas trade and the British 
Commonwealth and Empire. The manual concludes 
with a glossary of terms by which various organiza- 
tions are commonly known or business terms 
abbreviated, and an index. 

This first edition, which the Association intends 
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to revise and reissue annually, undoubtedly provides 
within the covers of one handy volume, information 
which would otherwise dermand a score of text-book 
references, 


SHORTER NOTICES 


ACCOUNTS FOR RETAILERS, by A. Fawthrop, M.B.E. 
(Macdonald & Co (Publishers) Ltd, London. gs 6d 
net.) This is the forerunner of a series of books for 
students preparing for the National Retail Distribu- 
tion Certificate. It covers simple double-entry book- 
keeping techniques and matters such as budgeting, 
buying, cost-and-selling methods, stock-taking and 
commercial arithmetic. 

CHARITABLE SUBSCRIPTIONS UNDER DEEDS OF 
CovENANT, by C. L. Wykes, F.c.a. (C. H. Gee & Co 
Ltd, Leicester. 2s post free.) This pamphlet is 
intended to help treasurers of churches, chapels and 
masonic and other charitable institutions to prepare 
deeds of covenant, to keep proper records of those 
in existence and to recover the appropriate tax. 

The Economist GUIDE TO WEIGHTS AND MEASURES, 
compiled by the Statistical Department of The 
Economist. (The Economist, London. ros 6d net.) 
This very useful publication certainly fills a gap. It 
brings together a large number of tables of weights 
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and measures of general and particular use, among 
the latter being a section dealing with agricultural 
commodities of all kinds. The foreign section includes 
conversion tables for sterling and dollar currencies, 
the list of countries in the sterling area, currencies 
in use in foreign countries and foreign measures. 
The wages and salaries conversion tables will be 
found very useful, and indeed there is little to 
criticize in a most welcome addition to the office 
bookshelf. 

THE Finance Act, 1954, A SUMMARY FOR ENGIN- 
EERS. (Engineering Industries Association, London. 
2s 6d net.) This is an eleven-page summary of the 
Finance Act, 1954, compiled specially for engineers. 
The treatment of the new investment allowances 
includes an elaborate example. As might be expected, 
much of the matter is devoted to a careful examination 
of the new estate duty reliefs in favour of industry. 


RECENT PUBLICATIONS 


‘ Tue Practice oF O. & M., H. M. Treasury, Organization and 


Methods Division. 48 pp. 94X6. 5s net. Her Majesty’s 
Stationery Office, London. I 
CONTINUOUS AUDITING, by Angus MacBeath, C.A., A.C.W.A, 


I25 pp. 9X6. 17s 6d net; 17s 11d post free. Gee & Co 
(Publishers) Ltd, London. 


TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Baddeley (Newtown Trustees) v. 
Commissioners of Inland Revenue 


In the House of Lords 
February 17th, 1955 


(Before Viscount Simonps, Lord Porter, Lord REID, 
Lord ‘Tucker and Lord SoMERVELL op Harrow) 


Stamp duty — Conveyance on sale ~ Exemption for 
charities — Promotion of religious, social and physical 
well-being — Social and recreational means — Whether 
exemption applicable — 43 Elizabeth r, ch. 4— Recreation 
Grounds Act, 1859 — Mortmain and Charitable Uses 
Act, 1888, Section 13 — Open Spaces Act, 1906, 
Sections 3, 5 (1) ~ Education Act, 1921, Section 86 — 
Education Act, 1944, Sections 41 (b), 53. 


A deed of conveyance transferred to the trustees a 
piece of land upon which there stood a mission 
church, a lecture room and a store. Another deed of 
the same date conveyed to the trustees four pieces 
of land adjacent to the mission church and laid out 
as a playing field, and directed them to hold a sum of 
£10,000 on trust as though it were capital money 
arising from the sale of that land. 

Each deed directed the trustees to allow the 
property: 

‘to be appropriated and used by the leaders for the 

time being of the Stratford Newtown Methodist 

Mission under the name of ‘““The Newtown Trust”.’ 


The first deed then required the trustees to permit 
the mission church, lecture room and store to be 
used by the leaders of the Mission 


‘for the promotion of the religious social and 
physical well-being of persons resident [in two 
county boroughs] by the provision of facilities for 
religious services and instruction and for the social 
and physical training and recreation of such afore- 
mentioned persons who for the time being are in 
the opinion of such leaders members or likely to 
become members of the Methodist Church and of 
insufficient means otherwise to enjoy the advantages 
provided by these presents’. 
The trustees were to maintain the property 
‘as a centre for religious services and instruction and 
for social and physical training and recreation’. 
The second deed, which dealt with the four pieces of 
land laid out as a playing field, directed the trustees 
to permit the property to be used for the promotion of 
‘the moral, social and physical well-being of persons 
resident in the [same county boroughs] who for the 
time being are in the opinion of such leaders 
members of the Methodist Church and of insufficient 
means otherwise to enjoy the advantages provided 
by these presents’. 
The trustees were required to maintain the property 
‘as a ground for moral, social and physical training 
and recreation’. 
It was contended that the trusts created by the 
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two deeds were charitable trusts for the reasons (a) 
that they were for the relief of poverty and (b) that 
they were for other purposes beneficial to the 
community. | 


Held (Lord Reid dissenting) (reversing the 
judgment of the Court of Appeal), that the trusts in 
neither deed were charitable trusts. 


Commissioners of Inland Revenue v. 
Heelex Investments Ltd 


In the Court of Appeal 
February 18th, 1955 


(Before THE MASTER OF THE ROLLS (Sir RAYMOND 
EversHED), Lord Justice JENKINS 
and Lord Justice Morris) 
Profits tax — Principal and subsidiary company — Notice 
to group — Apportionment of principal company’s profit 
for surtax — Whether subsidiary assessable to profits 
tax — Finence Act, 1920, Section 53 (3) — Finance 
Act, 1922, Section 2x — Finance Act, 1937, Section 22 
— Finance Act, 1947, Section 31 (2). 


In 1948°the respondent’s principal company gave 
a grouping notice for profits tax, under Section 22 of 


the Finance Act, 1937. In 1952 the Special Com-. 


missioners made a direction on the principal company 
under Section 21 of the Finance Act, 1922, for the 
accounting periods ended January 31st, 1947, January 
31st, 1948, and January 31st, 1949. The Crown 
contended that, as the principal company was not 
itself liable to profits tax, the grouping notice could 
have no operation for those accounting periods; that 
therefore the profits of the respondent could not be 
treated as proñts of the principal company; and that 
the respondent’s profits were assessable to profits tax. 


Held (affirming the decision of Mr Justice Upjohn), 
that the effect of the grouping notice was that the 
profits of the respondent had to be treated as profits 
of the principal company; and that the fact that the 
latter was not subject to profits tax for the accounting 
periods in question did not prevent the grouping 
notice from having its ordinary effect. | 


Gahan v. Chloride Batteries Ltd 
In the Court of Appeal 
February r8th, 1955 
(Before THE MASTER OF THE ROLLS (Sir RAYMOND 
EVERSHED), Lord Justice JENKINS 
and Lord Justice Morris) 

Profits tax — Income tax — Notice to group — Reimburse- 
ment of principal company — Amount of repayment 
deductible for income tax — Finance Act, 1937, Section 

22 ~ Finance Act, 1947, Section 38. 
The respondent’s principal company gave a notice 


to group under Section 22 of the Finance Act, 1937,. 


and the respondent’s profits for the accounting periods 
in question were therefore treated as the profits of its 
principal company. In consequence of the giving of 
the notice to group, the amount of profits tax assessed 
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on the principal company was £209,000, whereas, if 
the profit of the respondent had not been added to 
the profit of the principal company, the assessment 
on the latter would have been £132,000. Accordingly, 
the difference resulting from the notice to group was 
about £77,000. The amount that would have been 
assessed upon the respondent, if no grouping notice 
had been given, was £191,000, because there would 
have been a distribution charge in respect of dividends 
paid by the respondent to its principal company. 

It was contended on behalf of the appellant that 
the amount which could be brought into the respon- 
dent’s income tax computation was the £77,000, 
while the respondent contended that it was entitled 
to bring into account the £191,000, on the footing 
that the company had the right to repay the whole of 
that sum to the principal company. 

Held (reversing the decision of Mr Justice Upjohn), 
that the amount which could be deducted in the 
respondent’s income tax computation was the 


_£77,000. 


Commissioners of Inland Revenue v. 
- Transport Economy Ltd 
In the Court of Appeal 
February 21st, 1955 
(Before THe MASTER or THE ROLLS (Sir RAYMOND 
EVERSHED), Lord Justice JENKINS 
and Lord Justice ROMER) 
Surtax — Undistributed income of company — Onus of 
proof — Inland Revenue not calling evidence — Right to 


` begin — Finance Act, 1922, Section 22. 


The Special Commissioners made a direction 
against the company, under Section 21 of the Finance 
Act, 1922, that the company’s income for the account- 
ing period ended March 31st, 1949, should, for 
surtax purposes, be deemed to be the income of its 
members. The company appealed, and at the hearing 
before the Special Commissioners it’ was submitted 
for the company that the burden of showing that the 


direction was justified on the facts was on the Inland. 


Revenue, and, therefore, that it was for the Inland 
Revenue to open their case and call evidence in 
support. The Inland Revenue submitted that the 
burden was on the company to satisfy the Special 


Commissioners that the direction ought not to have. 


been made, and that accordingly it was for the 
company to open its case and call evidence in support. 
It was common ground that the facts before the 
Special Commissioners, when the direction was made, 
were insufficient by themselves to enable the Special 
Commissioners on appeal to determine whether or 
not the direction should have been made. The Special 
Commissioners decided that the onus lay upon the 
Inland Revenue, whereupon their representative 
indicated that he did not intend to call any evidence, 
and the direction was therefore discharged. 

Held (affirming the decision of Mr Justice Upjohn), 
that the Special Commissioners had adopted the 
proper course. 
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ACCOUNTING FOR INTERNATIONAL TRADE 
AND INVESTMENT 


We reproduce below the full text of a pamphlet, entitled ‘Accounting for inter» 

national trade and investment’, prepared by the Committee on Foreign Affairs of 

The American Institute of Accountants, New York. Comment on the pamphlet 
appears elsewhere in this issue. 


United States investors generally take it for granted 


. that the companies in which they put their money will 


ken 


be audited by independent certified public account- 
ants. Their willingness to make foreign investments 
can be increased by similar independent audits. 

Nationalistic restrictions on the practice of account- 
ing may constitute a real barrier to international trade 
and investment. 

While progress has been made toward common 
standards of accounting, auditing, financial reporting 
and disclosure which should ultimately provide a 
universal language of international finance, this goal 
has not yet been achieved. 

Business men and investors with interests abroad, 
as well as those who are now considering foreign in- 
vestments, therefore wish to be free to employ account- 
ants and auditors of their own choosing. Often they 
will prefer to use accountants of their own nationality 
to examine their accounts. 

Freedom of professionally trained accountants to 
cross national boundaries without unreasonable restric- 
tions is therefore a vital factor in the further develop- 
ment of international trade and a freer flow of private 
capital across national boundaries. 


International Accounting Firms 


To fill the demand for accounting and auditing services 
which has been created by international investment, 
a number of leading accounting firms, particularly 
those with home offices in Great Britain and the United 
States, have established branches in other countries. 
In addition to providing needed services, these 
branch offices have also stimulated development of 
the accounting profession in the countries where they 
are located. As a matter of fact, the early growth of 
professional accounting in the United States was due 
in considerable measure to the English and Scottish 
accountants who came to the country in the nineteenth 
century primarily in the interests of British investors. 
Accounting firms which establish branches in 
foreign countries generally employ and train nationals 
of the country in which the branch is located. It is to 
be expected, however, that in most cases the manager 
and part of the staff should come from the home office. 


Barriers to International Accounting 


In recent years, unfortunately, a number of countries 
have adopted or proposed drastic restrictions on foreign 
accountants. 

It is natural that every nation should wish to build 
up its own accounting profession as rapidly as possible. 
But the restrictions are short-sighted even as a means 
of accomplishing this purpose. The need for account- 
ing service in all countries is so great that the example 
of a well-known, established firm actually increases the 
opportunities for all other firms. 

Moreover, foreign branches of United States 
accounting firms are not primarily interested in serving 


local business interests in the countries where they 
have been established. They are not much bothered 
by restrictions which specify merely that certification 
of financial statements required by the laws of the 
country for local purposes must be made by account- 
ants who are nationals of the country. 

They do, however, find it difficult or impossible to 
operate under the restrictions of some countries which 
require that all principals and employees of the branch 
office be nationals of the country where the branch is 
located, or members of the professional accountants’ 
organization in the country. Such membership is often 
impracticable for foreigners due to local regulations. 

The basic responsibility of independent accounting 
firms is to provide accounting and auditing services 
which will meet the needs of the business men and 
investors who are their clients. They cannot operate 
under restrictions which would prevent this. In most 
cases, it is not possible to provide adequate auditing 
service merely by sending accountants to foreign 
countries for specific engagements, without maintain- 
ing branch offices, because auditing services have de- 
veloped so that clients now require services and advice 
from their accountants throughout the year. 


Removing the Barriers 


The United States Department of State has recog- 
nized the importance of a free choice of accounting 
services to the improvement of international relations 
through increased international trade and investment. 

The following language has been included in a 
number of recent treaties between the United States 
and other countries: 

‘Nationals and companies of either party shall be per- 
mitted to engage within the territories of the other party, 
accountants and other technical experts, executive per- 
sonnel, attorneys, agents, and other specialists of their 
choice. Moreover, such nationals and companies shall 
be permitted to engage accountants and other technical 
experts regardless of the extent to which they may have 
qualified for the practice of a profession within the terri- 
tories of such other party for the particular purpose of 
making examinations, audits and technical investigations 
for, and rendering reports to, such nationals and com- 
panies in connection with the planning and operation of 
their enterprises, and the enterprises in which they have 
a financial interest within such territories.’ 

Business men should support the inclusion of similar 
clauses in treaties with all countries in which citizens 
of the United States have commercial and financial 
interests. In the meantime, the growth of international 
trade and investment will be facilitated if all countries 
follow the spirit of this treaty provision. 

Freedom of practice by accountants across national 
boundaries can make a real contribution to expansion 
of commerce among friendly nations, and to the inter- 
national flow of capital. It can do much to increase 
the security of business men and investors with interests 
in countries other than their own. 


384 


THE ACCOUNTANT 


April 2nd, 1955 


SOUTH WALES AND MONMOUTHSHIRE 
SOCIETY OF CHARTERED ACCOUNTANTS 
DINNER IN NEWPORT 


The annual dinner of the South Wales and Monmouth- 
shire Society of Chartered Accountants was held at 
The Kinz’s Head Hotel, Newport, on Thursday, 
March 24th. Mr Wilfred V. Meacock, F.c.a., President 
of the Society, was in the chair, and with Mr D. V. 
House, F.2.A., President of The Institute of Chartered 
Accountants in England and Wales, received a company 
of about 275 members and guests. 

Among those present were the Rt. Hon. Lord 
Raglan, Lord-Lieutenant of Monmouthshire; Council- 
lor H. H. Jones, J.P., Deputy Mayor of Newport; 
Major-General T. W. Rees, C.B., C.I.E., D.S.O., M.C., 
LL.D., General Manager, Cwmbran Development 
Corporation; Mr R. G. Alger, President, Newport and 
Monmouthshire Chamber of Commerce; and 

Messrs R. Alderson (Chief Constable of Monmouthshire); 
R. Collis Bishop (President, Monmouthshire Law Society); 
W. S. Edwards, 0.8.5. (H.M. Inspector of Taxes); The Very 
Rev. R. Elis Evans (Dean of Monmouth); Mr Peter Freeman, 
M.P. (Member of Parliament for Newport); Col. J. D. Griffiths, 
D.L., J.P. (igk Sheriff of Monmouthshire). 

Messrs J. G. Iles (Town Clerk of Newport); E. Charles 
Jones (District Registrar, High Court of Justice), K, Loveland, 
(Editor, ‘South Wales Argus’); Alan S. Maciver, M.C., B.A. 
(Secretary of the Institute); Gilbert Shepherd, M.B.E., J.P., 
F.C.A. (a Past President of the Institute); F. H. Smeed 
(Chief Constable of Newport); W. W. Stanley, a.s.a.a. 
(President, Incorporated Accountants’ South Wales and Mon- 
mouthshire District Society); H. W. Vaughan, F.c.a. (Fice- 
President af the Society). 


Counting — An Artificial Proceeding 


Lord Raglan, who proposed the toast of “The Institute’, 
said: 

‘Chartered accountants are a very fine lot of people — 
long may they flourish! The amount they save us by 
arguing our case with the Inspectors of Taxes is colossal.’ 

The greater part of Lord Raglan’s speech was 
concerned with ‘counting’. In an instructive and 
entertaining fashion he outlined various theories 
regarding the possible origins of counting. Some 
people supposed it was natural for human beings to 
count, but he suggested that counting was a purely 
artificial proceeding — and a great many people got on 
very well without it. 

Replying to the toast, Mr House said although it was 
his first visit to the Society, it was not his first visit 
to South Wales. That had occurred during the 1914-18 
war. At a very tender age, when he was an articled 
clerk, he was sent down to Llanelly to do an audit. 

‘I wish to pay tribute to the great value of the work done 
for the Institute by this Society,’ he said. ‘I have had the 
privilege end pleasure of serving under one of the out- 
standing Presidents of the Institute — your indefatigable 
Council member, Mr Gilbert Shepherd.’ (Applause.) 

Praising the work of the Society’s officers, he said: 

“To all who have worked and are still working for the 
cause of the Institute, I say “thank you”. 

He continued: 

‘Tonight completes my tour of the provincial district 

societies, and is the twelfth occasion on which I have been 


able to renew old friendships and make many new ones 
on their home ground. The only Society I have been 
unable to visit is Bristol, and that only because on the same 
evening as their dinner I had the honour of representing 


the Institute at dinner on Grand Day at Middle Temple, the ° 


first time, I believe, that a president has been so honoured. 


An Exhilarating Experience 
“The tour, strenuous though it is, with the necessity of 
making a speech each time, has been a delightful and 
exhilarating experience. Everywhere one receives a spontan- 
eous and friendly welcome, and realizes how solid is the 
foundation upon which our Institute is built.’ 

He felt that there were still a great many members 
of the Institute who could do much more to help the 
profession to which they owed so much. In some areas 
the ‘willing horses’ were overworked, and the supply 
seemed to be running short. Little did those members 
who were content to sit back realize what they were 
losing by not co-operating to the full with their 
fellow members in the profession. 

Mr Wilfred V. Meacock, proposing ‘The Guests’, 
expressed his great pleasure in welcoming them. Of 
Mr House, he remarked: 

‘We in the provinces do appreciate that the Institute, of 
which you are President, and the members of the Council, 
have the interests of the profession as a whole in your hearts.’ 


Mr Meacock also paid a tribute to Mr MacIver. 


Risks should be Calculated 


Major-General Rees, in reply, spoke of the vital role 
of planning in the modern world. Good and well- 
ordered affairs depended on sound methods and, if 
risks were to be taken, they should be calculated risks. 

Speaking of the importance of accountants in 
business, he said: 

‘You are very special people, highly qualified; and I 
wonder whether in public life there are enough people of 
your calibre.’ 

Some of them did noble public service, and more 
were wanted to help in public life today. 

Mr Alger, also responding to the toast in the 
unavoidable absence of Mr T. Mervyn Jones, M.A., 
LL.M., Chairman of the Wales Gas Board, said: 

‘I hope you will keep up the very excellent standard 
which your Institute has always set.’ 

He thought there was reason for optimism in regard 
to the economic future of this country. 


Presentation to Mr H. W. Vaughan, F.C.A, 
Mr Gilbert Shepherd, on behalf of the Committee of 


the Society, then requested Mr House to make the ` 


presentation of a silver plaque to Mr H. W. Vaughan, 
F.C.A., who was secretary of the Society from 1948 to 
1954 and was now Vice-President. Mr House made the 
presentation, and Mr Vaughan who was greeted with 
loud applause, expressed his appreciation of the gift. 
The last toast of the evening was one to the chatt, 
man, proposed by Mr Vaughan; Mr Meacock suitably 
responded. . = 
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NEW LEGISLATION 


All new Acts will be noted in this column, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 
D or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
l Gee & Co (Publishers) Ltd, 27—28 Basinghall Street, London, EC'2. 


STATUTORY INSTRUMENTS 


The Double Taxation Relief (Taxes on Income) 
(U.S.A.) Order, 1955 
(S.I. 1955 No. 162) 
Article XXII of the Convention between the United 
Kingdom and the United States of America which is 
scheduled to the Double Taxation Relief (Taxes on 
Income) (U.5.A.) Order, 1946, provides for the 
extension of that Convention, in its entirety, to all or 


. any of the Colonies or other dependent territories of 


the United Kingdom or United States. The effect of 


the amendment made by the Protocol contained in the ` 
Schedule to this Order will be to enable the Con- 


vention to be extended to those territories in whole or 
in part, or with such modification as may be necessary 
in any particular case. 


Price 3d net. 


The Hire-purchase and Credit Sale Agreements 
(Control) Order, 1955 


(S.I. 1955 No. 297) 


This Order imposes control on the disposal and 
possession of goods under hire-purchase and credit 
sale agreements. 

The Order relates to certain goods disposed of or 
held under agreements entered into after February 
24th, 1955. 

‘Hire-purchase agreement’ is expressly defined to 
include an agreement under which ownership will or 
may pass on the occurrence of any event whether that 
event is an act of the parties or not. 


Price 4d net. February 25th, 1985. 


The Abstract of Education Account 
Regulations, 1955 


(S.I. 1955 No. 406) 


These Regulations prescribe a new form of abstract 
of accounts to be made by local education authorities 
- in relation to their functions under the Education 
` Acts, 1944 to 1953. The abstract conveniently sum- 
marizes their transactions under their main heads of 
income and expenditure, and forms the basis for the 
calculation of education grants. 

The Regulations come into operation on April rst, 
1956, and will apply in relation to education accounts 
for the year commencing April ist, 1955, and sub- 


sequent years. 
Price 9d net. April Ist, 1956. 


The Double Taxation Relief (Taxes on 
Income) (Switzerland) Order, 1955 
(S.I. 1955 No. 422) 
Under the Convention with Switzerland which is 
scheduled to this Draft Order certain classes of 
income derived from one country by a resident of the 


other country are (subject to certain conditions) to be 
exempt from tax in the former country. These classes 
are shipping and air transport profits, certain trading 
profits not arising through a permanent establishment, 
patent and copyright royalties, interest, pensions other 
than Government pensions, and purchased annuities. 
Government salaries and pensions are normally to be 
taxed by the paying Government only and the remuner- 
ation of visiting teachers and business men and 
payments for the education and maintenance of 
visiting students are (subject to certain conditions) to 
be exempt in the country visited. 

The rate of the Swiss anticipatory tax on dividends 
received from Switzerland by United Kingdom 
residents is to be reduced in certain cases. Dividends 
received from the United Kingdom by residents of 
Switzerland are to be exempt from United Kingdom 
surtax. 

Residents of Switzerland are to be entitled to the 
same personal allowances as British subjects resident 
abroad and residents of the United Kingdom will be 
entitled to the same personal allowances as Swiss 
citizens resident in the United Kingdom. 

Where income continues to be taxable in both 
countries, Swiss tax on income from sources within 
Switzerland is to be allowed as a credit against the 
United Kingdom tax on that income and income (other 
than dividends) from United Kingdom sources is to 
be exempt from Swiss tax. 

Provision is included for the exchange of information 
between the taxation authorities of the two countries. 

The Convention is to take effect generally for the 
fiscal year 1953—54. 


Price 6d net. 


The Double Taxation Relief (Taxes on 
Income) (South Africa) Order, 1955 


(S.I. 1955 No. 423) 


Under Article V of the Agreement between the 
United Kingdom and the Union of South Africa, 
which is scheduled to the Double Taxation Relief 
(Taxes on Income) (South Africa) Order, 1947, 
profits derived by a resident of one country from the 
operation of ships or aircraft registered in the same 
country are exempted from certain named taxes in the 
other country. Article I of the Supplementary Protocol 
(a) removes the registration qualification and (b) 
applies the exemption to all the taxes charged on 
income and profits in the two countries (which include 
taxes charged in the Provinces of the Union). 

Article II of the Supplementary Protocol provides 
that payments for the education and maintenance of 
visiting students are, subject to certain conditions, to 
be exempt from tax in the country visited. 

The Supplementary Protocol is to take effect for the 
fiscal year 1948-49. 


Price 3d net. 
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NOTES AND NOTICES 


Personal 


The partners of Messrs DELOITTE, PLENDER, 
GRIFFITHS & Co announce with great personal regret 
the retirement on March 31st, 1955, of Sir RUSSELL 
KETTLE, F.C.A., who was articled with the firm in 
1904, was admitted as a partner in 1919 and became 
senior partner in 1946. 


Messrs CHALMERS, WADE & Co, Chartered Ac- 
countants, of Liverpool, London, Birmingham, Yeovil 
and Weymouth, announce that Mr K. F. ATKINS, 
A.C.A., who was articled at their Yeovil office and has 
since been a member of their London staff, has been 
admitted as a partner in their practice at Wells, 
Somerset, as from April rst, 1955. 

Messrs Lrrucow, Netson & Co, Incorporated 
Accountants, of London, Liverpool and Southport, 
announce that as from April ist, 1955, they have 
taken into partnership Mr J. A. C. EVASON, F.c.a., 
F.S.A.A., and Mr R. S. Irvine, a.s.a.a., who have 
been respectively members of their Liverpool and 
Southport staffs. 


Messrs Cuas. W. RooKe, LANE & Co, Chartered 
Accountants, of London, announce that their senior 
partner, Mr F. C. T. LANE, F.c.a., has retired as from 
March 31st, 1955. The practice will be continued by 
the remaining partners under the same name and at 
the same address. Mr Lane will retain certain 
directorships and personal appointments, and will be 
available to the firm in a consultative capacity. 


Messrs PANNELL, CREWDSON & Harpy announce 
that their Lagos, Nigeria, office is removed from 
Glover Hall, 36 Marina, to Dunedin Chambers, 
11-17 Tinubu Street, Lagos, the G.P.O. private mail 
bag number 2047 remaining unchanged. 


Messrs Morcan’ Davies, PHELPS & Co, Account- 
ants, announce that, as from March asth, they have 
moved their offices from 18a Park Street, Bristol, r, 
to 29 Great George Street, Bristol, 1. The telephone 
number, 20687-8 will be unchanged. 


Messrs Harmoop BANNER, Lewis & Mouer, 
Chartered Accountants, announce that Mr GEORGE 
KENNETH COOK, F.C.A., and Mr Henry Parkinson 
MOUNSEY, F.c.A., who have been partners in the firm 
or its predecessors for fifty years and forty-seven 
years respectively, retired from the firm on March 
31st but will continue to be available for consultation 
at their Liverpool office. They also announce that on 
April rst the following were admitted to partnership: 
Messrs WILFRID PALMER SCOWCROFT, A.C.A., WILLIAM 
JOHN NORMAN SHERRATT, A.C.A, DENIS CYRIL 
HOUGHTON BROWN, A.C.A., DAVID GORDON RICHARDS, 
A.C.A, and CECIL GUILLAN BROWN, A.C.A. Mr 
ScowcroFT and Mr Houcmron Brown will be 
resident in Liverpool, Mr RICHARDS and Mr CECIL 
BROwN in London, and Mr SHerratr will be in 
charge of their Chester office. 


Messrs Cooper BROTHERS & Co announce that 
their practice in Canada has been amalgamated with 
that of McDonaLp, Currie & Co, with whom they 
have had close working arrangements for some years. 
The practice will be carried on under the joint names 
of McDONALD, CURRIE & Co and Cooper BROTHERS 
& Co from offices in Montreal, Quebec, Ottawa, 
‘Toronto, Saint John, Sherbrooke, Vancouver, Ham- 
ilton, Charlottetown, Edmonton and Rimouski. 


Messrs FAIRBAIRN, WINGFIELD & Wyxes, Char- 
tered Accountants, of 67 Watling Street, London, 
EC4, announce that on April rst, 1955, Mr L. A. 
HALL, A.C.A., A.S.A.A., and Mr B. F. WHEELER, A.C.A., 
were admitted to partnership. The style of the firm 
will remain unchanged. 


Professional Notes 


Mr Charles T. Busch, a.c.a., has been appointed 
chief accountant of The Rover Company Ltd. Mr 
Busch was previously chief accountant of Harry 
Ferguson Ltd, and of its many overseas companies, 
from 1947 until 1953, when the Ferguson organiza- 
tion amalgamated with the Massey-Harris Company. 


Mr Leslie N. Shorter, A.C.A., has been elected to 
the board and appointed managing director of 


Cockburn Cement Pty Ltd, of Perth, Australia, ` 


which company is a wholly-owned subsidiary or The 
Rugby Portland Cement Co Ltd. 


Seventh International Congress of . 
U Accountants 
AMSTERDAM, JUNE IOTH TO I4TH, 1957 
Arrangements for the seventh international congress 
of accountants are now being made by the Nederlands 
Instituut van Accountants (‘The Netherlands Institute 
of Accountants) and the Vereniging van Academisch 


` 


Gevormde Accountants (Association of University ` 


Trained Accountants). 
A Congress Committee has been appointed and 
consists of the following members: 


Mr J. Kraayenhof, Chairman; Professor A. M. van 
Rietschoten, Vice-Chairman; Mr A. Goudeket, Mr B. 
Moret, Mr H. C. Treffers, Mr J. Vogel. 


Mr A. L. de Bruyne, Director of the Nederlands Instituut ` | 


van Accountants, has been appointed Secretary of the 
Committee. 
The Committee announces that the congress will 
be held in Amsterdam from June roth to 14th, 195”. 
The Committee hope before long to send to the 
bodies which took part in the sixth international 
congress a list of subjects which, in their opinion, 


are suitable for discussion, at the same time giving ` 


an indication of the treatment which they consider 
appropriate for these subjects. 

The address of the Committee is 491 Herengracht, 
Amsterdam, Netherlands. 


April 2nd, 1955 


Claims to the Central Land Board 


Persons who hold claims on the £300 million fund 
under the Town and Country Planning Act, 1947, 
have until April 30th to apply to the Central Land 
See for any payment to which they may be en- 
titled. e 

- The Board have already received over 36,000 
applications, but it is believed that many others are 
outstanding: The most important cases where a 
payment may be due are: 


(i) where development charge has been paid on the land 
covered by the claim; 

(ii) where the land concerned was sold or leased for less 
than its full value to a public authority before 
January Ist, 1955, or privately before November 
18th, 1952; 

(iii) where the land was given away before November 
18th, 1952; 

_ (iv) where the claim was purchased before November 
Ç oe 1952, and has been owned separately from the 
and. 
Persons who do not hold claims on the £300 million 
may also qualify under (i) or (ii) if they bought land 
in respect of which a claim had been made. 

The Central Land Board have sent forms of 
application for payment to claim-holders whom 
they have been able to identify as having paid a 
development charge or as having sold their Tad toa 
public authority, but anyone who thinks he is entitled 
to a payment for any event which occurred before 
January rst, 1955, other than a planning restriction 
(see below), and has not received an application form, 
should write to the Board for one without delay. 


Planning restrictions | 

_Claim-holders who have been refused permission to 
develop their land, or have had onerous conditions 
imposed on a grant of planning permission, may be 
entitled to a payment from the Ministry of Housing 
and Local Government. The closing date for applying 
is June 3oth, if the planning decision was given before 
the end of last year. Forms of application can be 
obtained from any local authority. 

To help those who believe they may be entitled to 
compensation, the Ministry of Housing and Local 
Government has produced a booklet entitled Town and 
Country Planning Act, 1954—-How to Claim Payments — 


A Guide for Owners of Land, which is obtainable from 
H.M. Stationery Office, price 6d. 


Manchester Society of Chartered Accountants 


The final lecture of the Manchester Society’s winter 
session will be given next Monday by Mr G. F. 
Saunders, F.C.A., who will speak on ‘Some problems 
of a practising accountant’. The meeting will be held 
in the Chartered Accountants’ Hall, at 6 p.m. 
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The Grimsby and North Lincolnshire Branch 
Society of Chartered Accountants 


The annual meeting of the Grimsby and North 
Lincolnshire Branch of the Hull, East Yorkshire 
and Lincolnshire Society of Chartered Accountants 
was held on March 21st when the officers and 
committee for 1955~56 were elected as follows: 

President: Mr A. A. Beardsall, F.c.a. 

Chairman: Mr R. H. R. Marshall, F.cia. 

Vice-Chairman; Mr J. B. Harrison, F.C.A. 

Treasurer: Mir M. G. Bain, A.C.A. 

Secretary: Mr W. S. Wars, A.C.A., 20 Cazlton Road, 

Grimsby. 

Librarian: Mr G. H. Fowler, A.C.A. 

Auditor: Mr W. McWilliam, A.C.A. 

Commitiee: Messrs D. L. Stephenson, a.c.a., J. C. Atkin, 
A.c.A., A. Buckton, a.c.a., G. R. Smith, F.c.a., N. B. Hart, 
O.B.E., T.D., D.L., M.A., LL.B, F.C.A., J. M. Smith, A.C.A., 
and L. S. Wrightson, A.C.A. 

In addition, Mr C. M. Strachan, ong, F.c.A. (member of 
the Council of the Institute) and Mr H. F. Strachan, F.c.a. 
(President), and Mr T. Hankinson, a.c.a. (Secretary), of 
The Hull, East Yorkshire and Lincolnshire Society are 
ex officio members of the Committee. 


During the year the Branch has held regular monthly 
lunch meetings which have been well attended. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Tuesday, 7.30 p.m. (at Westcliff-on-Sea): Lecture on “The 
law of agency’, by Mr A. C. Staples. 

Thursday, 6.30 p.m. (at Guildford): Lecture on “The 
valuation of farm stock’, by Mr E. Grinsted, F.A.L.P.A. 


The Institute of Cost and Works Accountants 


BIRMINGHAM AND DISTRICT BRANCH 

‘The annual dinner and dance of the Birmingham and 
District Branch of The Institute of Cost and Works 
Accountants was held at the Botanical Gardens, 
Edgbaston, Birmingham, on March 24th, with Mr J. 
A. Cope, F.c.W.A., President of the Branch, presiding. 

The company numbered over 200 members and 
guests, among whom were Alderman J. R. Balmer, 
J-P., Lord Mayor of Birmingham, and Mrs Balmer, 
Lady Mayoress; Mr W. E. Harrison, F.C.W.A., 
President of the Institute and Mr Stanley J. D. Berger, 
M.C., F.C.L.S., Director of the Institute. 


LIVERPOOL AND District BRANCH 
The annual dinner and dance of the Liverpool and 
District Branch of 'The Institute of Cost and Works 
Accountants was held at The Adelphi Hotel, Liverpool, 
on March 11th, with Mr K. D. Hughes, F.c.w.a., 
A.A.C.C.A., A.C.LS., the Branch President, in the chair. 
The attendance numbered over 140. 
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Fourth Scottish Management Conference 


The fourth Scottish Conference to be organized by 
the British Institute of Management will be held at 
Turnberry, Ayrshire, from May 2oth to zīst. 

The thtme of this year’s conference is ‘New 
techniques for old’, and speakers at the various 
sessions will emphasize how important it is for top 
management to keep abreast of new developments 
not only in production methods, but in maintenance, 
financial and personnel policies. 

At one of the sectional meetings to be held on 
Saturday morning, May 2ist, a paper on ‘Marginal 
costing — a new tool for management’ will be presented 
by Mr W. E. Harrison, F.c.w.a., President of The 
Institute of Cost and Works Accountants. 

The Rt. Hon. James G. Stuart, M.P., Secretary of 
State for Scotland, will be the principal guest and 
speaker at the closing dinner on May zist. 


SEVENTY-FIVE YEARS AGO 
From he Gecountant OF APRIL 3RD, 1880 
A leading article entitled 
THE INCORPORATION OF ACCOUNTANTS 


Our subscribers, and indeed all who have the well- 
being of the accountants’ profession at heart, will 
learn with pleasure that the efforts which have been 
made during the last year or two towards securing the 
incorporation of accountants, have at last been 
successful. Our columns have contained from time to 
time intimations of the nature and extent of the steps 
taken in this direction; it will therefore now be 
sufficient briefly to recall the fact that, about a year 
ago, an endeavour was made to get an Incorporation 
Bill passed through Parliament, but, on the suggestion 
of Lord Redesdale, a petition for a Charter of 
Incorporation was substituted. Early in the present 
week an intimation was issued by the Privy Council 

to the effect that the draft Charter had been sub- 
` mitted to, and approved by, the Queen at the Council 
held by Her Majesty on the 24th of March. 

The period at which we received the information 
renders it necessary that we should this week confine 
ourselves to little more than the bare announcement 
that the Charter has received the Royal approval; 
but we purpose entering fully into the details of the 
Charter in our next and subsequent issues: The 
following particulars must suffice for the present 
occasion:—The Charter is granted upon the petition 
of William Turquand, president of the London 
Institute of Accountants; John Unwin Wing, 
president of the Society of Accountants in England; 
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Anthony Wigham Chalmers, president of the 
Liverpool Society of Accountants; Henry Grosvenor 
Nicholson, president of the Manchester Institute of 
Accountants; Jarvis William Barber, president of the 
Sheffield Institute of Accountants; and Charles 
Henry Wade and Edwin Guthrie, accountants, of 
Manchester. The members are to be divided into two 
classes—viz., fellows and associates. All accountants 
will be eligible who, having been in practice as 
public accountants on the rst of January, 1879, and 
thence up to the time of applying to be admitted as a 
fellow, have been continuously in practice as public 
accountants for five years; and under this provisicn 
the present fellows of existing institutes and societies, 
and other accountants will be included. 'The associates 
will comprise accountants who obtain a certificate 
of having passed a final examination as provided in the 
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Charter, or under the rules of the existing institutes; 


and societies; accountants who have been in practice 
for three years on their own account at the date of the 
charter, and all who. have had at the date of the 
charter five years’ service as public accountants’ 
clerks, or have been for that period partly in service 
and partly in practice on their own account. After- 
wards, except in special cases, which have been 
provided for, fellows will be elected exclusively from 
among the associates; and the associates will be 
admitted from among clerks who have served under 
articles to a member of the institute for a period of 
five years, which period may be reduced to three years 
in the case of students who have taken University 
degrees. The entrance fee of fellows of any of the five 
accountants’ associations named in the charter is to be 
ro guineas, and of other persons 20 guineas; in the 
case of associates of the said five associations five 
guineas; other persons ro guineas. Certificates will 
be issued annually upon payment of subscriptions. 
Fellows of the institute will be entitled to ‘use after 
their names the letters F.C.A. (Fellow of the 
Chartered Accountants), and associates the letters 
A.C.A. 

The importance to the profession at large of this 
recognition cannot well be exaggerated. In addition to 
the formal public status thus attained, it will enable 
the leading members of the profession to legislate for 
the welfare of the body corporate, and will render 
practicable the exercise of necessary disciplinary 
powers; and above all, it will give the public and the 
press certain means of distinguishing between com- 
petent and reputable accountants, and those outsiders 
who figure in the newspaper reports “described as 
accountants.” 
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NATIONAL INCOME FOR. 1954 


NE of the most interesting features which comes out of 

the preliminary estimates of national income and expendi- 

ture published last week! is the fact that although 1954 
was a period of intense industrial and trade activity, the pattern 
of the national income changed remarkably little compared with 
the year before. The gross national production, which is the 
money value of the goods and services produced in the country, 
increased over the year by 54 per cent from £14,703 million .to 
£15,543 million. Of this increase, 14 per cent was due to increased 
prices and 4 per cent to an actual increase in goods and services. 
The real increase between 1953 and 1954 was therefore about the 
same as between 1952 and 1953. The make-up of the gross 
national product is shown in Table 1 on the next page. 

This similarity in the figures is apparent also when it comes to 
personal income and expenditure. Over 1954, personal incomes 
increased by 6 per cent, the same amount as in the previous year. 
Within the total of personal incomes, two comparatively modest 
changes cancelled each other out. Farmers’ incomes declined by 
7 per cent compared with a rise of $ per cent in the year before, 
while pensions etc. increased by 14 per cent compared with a 
drop of 10 per cent. When allowance is made for the fact that 
one-fifth of the incomes went in higher taxation and insurance 
contributions and also for the fact that personal savings remained 
substantially unchanged, consumers’ expenditure rose by 6 per 
cent which was the same rate of increase as in 1953. Of this increase 
last year, one-third went in higher prices and two-thirds in higher 
consumption of which food, household goods and private motoring 
absorbed the largest proportions. 

Owing to the transfer of a large part of the iron and steel industry 
back to private ownership, the profits experience of public cor- 
porations and “private” companies is somewhat confused. Because 
of this transfer of ownership, the gross trading surpluses of public 
corporations dropped by 3 per cent on the year, while the gross 
trading profits of companies before tax went up by almost 10 per 
cent. Taking the public and private sectors together, gross trading 
profits and surpluses increased by 74 per cent on the year and 
dividend and interest payments by 10 per cent. There was a fall 
of £63 million in tax receipts, due to the fact that income tax paid 
in 1954 related mainly to the lower profits period of 1952 and also 
to the lower standard rate of income tax and profits tax. Provision 
for taxation increased by {10 million, mainly due to the repeal of 
the excess profits levy. 

As always, one of the most interesting sections of the national 





1Cmd. 9423. Preliminary Estimates of National Income and Expenditure, 1948 
to 1954. H.M. Stationery Office. Price 6d. 
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income estimates is the combined capital account 
given in Table 6 of the White Paper and repro- 
duced in summarized form below in Table IT. As 
will be seen from the right-hand side of the table, 
gross fixed capital formation increased on the year 
by £160 ‘million, but the private sector, at {214 
million, accounted for more than this total. 

Not only is the level of personal savings 
apparently achieving some stability at a satis- 
factorily high level, but the amount of disinvest- 
ment by the public caused by taxes on capital, 
notably death duties, is also remaining fairly 
stable. Table IT (c) (ii) below puts these at £182 
million compared with {£164 million in 1953. 
The total savings including adjustments for stock 
appreciation and capital transfers from abroad, 
comes out at {£2,819 million compared with 
£2,666 million in 1953. 

Attention has been drawn to the similarity. in 
the rate of increase in the figures of the national 
income over the last two years. So far as total 
investment is concerned, that is both at home and 
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abroad, the rate of increase has remained very, 
close to about :8 per cent of the gross national” 
product since about 1948. This similarity in the 
overall figure of investment does, of course, hide 
the fact that investment abroad has varied sub- 
stantially at times. In 1951, for instance, when 
the last sterling crisis developed, investment 
abroad dropped to a disinvestment figure of 
£360 million. This was counterbalanced by, and 
indeed a consequence of, a very big increase in 
the value and volume of physical stocks. In 1951 
large stocks were built up at the price of heavy 
disinvestment abroad, while home investment 
was comparatively insulated from these violent 
movements. It is noticeable that last year there 
was a mild recurrence of the symptoms of 1951.1 
Stocks increased substantially and overseas 
investment fell. This led, early in 1955, to two 
increases in Bank rate, but not a major sterling 
crisis. Once again, however, home investment 
was successfully insulated from overseas com- 
plications in 1954 and, so far, also in 1955. 


"TABLE I. Gross NATIONAL Propucr ({£M.) 


Expenditure generating gross 


national product 1952 I953 1954 
AT MARKET PRICES 

Total domestic expenditure 15,497 16,58¢ 17,460 

Exports and income from 
abroad 4,002 3,869 4,066 

Less Imports and income 
paid abroad . —3,827 —3,743 —3,932 
Less Taxes on expenditure . —2,286 —2,370 ——2z,477 
Subsidies 419 367 426 
Gross national expenditure 13,805 14,703 15,543 


a 


Shares in gross national 


"Dass II, COMBINED CAPITAL Account LU) 


Receipts T952 1953 1954 
Saving before providing for 
depreciation and stock appre- 
ciation: 
(a) Persons .. 690 gIO 909 
(b) Companies and public 
corporations .. ; 1,143 1,309 1,437 
(c) Central Government: 
(i) surplus on revenue 
account Ka 399 192 338 
(ii) Less Taxes on capital —IS9 ` —164 —182 
(ili) transfers to capital : 
accounts. e 109 117 85 
(d) Local authorities is 7I 127 113 
Additions to interest and divi- 
dend reserves k DN 50 Dr 37 
Additions to tax reserves —24 ==2o 131 
Total national saving before 
providing for depreciation 
and stock appreciation 2,279 2,532 2,868 
Total savings after deprecia~- 
tion, etc : e £2,819 


.. £2,402 £2,666 


product 1952 1953 1954 

Total domestic incomes before 

depreciation and RA appre- 

ciation ax .. 13,606 14,431 15,459 

Less Stock e Ss 50 75 —75 
Net income from abroad 149 197 159 
National income and deprecia- 

tion (=gross national 

product) = .. 13,805 14,703 15,543 

` Payments IQ52 1953 1954 

Gross fixed capital formation at 

home: 

(a) persons, companies and 

public corporations 1,333 1,506 1,720 

(b) central Government 197 207 175 

(c) Local authorities 543 611 589 

(d) Total £2,073 £2,324 £2,484 
Value of physical increase in 

stocks and work in progress: 

(a) persons, companies and 

public corporations —6 81 293 

(b) central Government 76 44 —II8 

(c) Total £70 £125 L175 
Investment abroad (net) 259 217 160 





Total investment 


£2,402 £2,666 £2,819 
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AN ESSAY IN ETYMOLOGY 
REVENUE, INCOME, PROFIT AND EARNINGS 


HE second bulletin of the Committee on 
Terminology of the American Institute of 
Accountants, published last month, deals 

with the meaning in accountancy parlance of the 
four words revenue, income, profit and earnings. 
All of these, the Committee points out, relate 
generally to the increase in the equity of a business 
resulting from successful trading operations, but 
they have, inter se, gradaticns of meaning, and an 
imperfect appreciation of their exact individual 
definitions may cause misunderstanding if they 
are used indiscriminatingly in financial statements. 
According to the Committee, revenue results 
from the sale of goods and services and may 
include charges made to customers and clients 
therefore as well as gains from the sale of fixed 
assets and interest and dividends on investments. 
Revenue, like ‘proceeds’, is a gross concept, but it 
relates to the trading aspect of a business whereas 
‘proceeds’ usually is connected with capital trans- 
actions. Revenue, when used in connection with 
normal ‘buying and selling’ activities is some- 
times described as ‘operating revenue’. The 
Committee considers that this construction of 


_ the word should be generally adopted. 


U 


The terms čncome and profit, which are often 
regarded as interchangeable, involve net or par- 
tially net concepts and refer to the amount 
remaining after deducting from revenue or 
“operating revenue’, as defined above, the cost 
of goods sold and expenses. Both terms are 
generally preceded by some such qualifying 
word(s) as ‘gross’, ‘operating’, ‘net . . . before 
income taxes’ or ‘net’. They also appear in 
account headings like ‘income statement’ and 
‘profit and loss account’. The Committee states 
that the term “gross income’ is often used as the 
equivalent of revenue and the term ‘gross profit’ 
to describe ‘operating revenue’ less the cost of 
goods sold. ‘Operating income’ or ‘operating 
profit? may denote ‘gross profit’ less ordinary 
expenses and ‘net income’ or ‘net profit’ may be 
taken to mean the results of operations after 


_ deducting from revenue all related costs and 
` expenses as well as all other charges and losses 


applicable to the particular accounting period. 
The Committee recommends (a) that when 


income and profit are used in financial accounts 
they should be preceded by the appropriate 
qualifying adjective; (b) that when referring to 
items covered by the term revenue, the phrase 
‘gross income’ should be avoided; (c) that the 
surplus of ‘operating revenue’ over the cost of 
goods sold may be designated ‘gross profit’, but 
that a more precise description is ‘gross profit on 
sales’ or ‘gross margin’; (d) that the terms “‘oper- 
ating income’, ‘net income’ and ‘income state- 
ment’ are preferable to ‘operating profit’, ‘net 
profit’ and ‘statement of profit and loss’, although 
it is in order to use the word profit in describing 
a specific item like ‘profit on sale of fixed assets’. 

Finally, in considering earnings, perhaps the 
most nebulous term of all, the Committee 
remarks that this word is used as a synonym for 
‘net income’ particularly in surveys covering a 
number of years. It is hopeful that eventually 
there will emerge a single term which will be 
everywhere accepted as meaning ‘the net results 
of business operations’. There has been a trend 
in recent years towards the word earnings, 
although most accounts still contain the phrase 
‘net income’. Until one or other of these become 
predominant, the Committee is not prepared to 
make a recommendation. 

The reader must remember that the Com- 
mittee’s comments are on accounting phrase- 
ology current in the United States and that this 
differs in a number of respects from the corre- 
sponding terminology of this country. Of the 
four principal words considered in the bulletin, 
the main divergence would appear to be the 
American predilection for income in company 
financial statements where we use profit. To us, 
income has a more personal application (savouring 
almost, as it were, of Schedule E rather than of 
Schedule D) even although the aggregate annual 
earning achievement of the country is called 
‘the national income’. Perhaps the real value of 
the American Institute’s scholarly labours to the 
British reader is that it draws attention to the 
need for an accounting vocabulary acceptable not 
only to the profession throughout the world but 
also to business men and members of other 
professions who have to interpret accounts. 
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A FINANCE HOUSE SCHEME 
ACTION BY THE INLAND REVENUE ANTICIPATED 
i by R. BUCHANAN-DUNLOP 


good conjuring and it is more than fasci- 

nating when we can place a ten shilling 
note into a hat and draw out a pound. This in 
effect is what a scheme introduced by some 
finance houses appears to do and it is this that 
has made such schemes increasingly popular, a 
popularity which is not lessened by the fact that 
it is the Revenue and not magic that supplies the 
difference. It will not be surprising if the Chan- 
cellor of the Exchequer takes some preventive 
action in the forthcoming Finance Act. 

To take a simple example, let us suppose that 
a company has an issued capital of £100,000, 
revenue reserves of £100,000, and trading assets 
and cash of £100,000 each, then in its simplest 
form the scheme involves the sale by the share- 
holders of their shares in the company to the 
finance house for, say, £210,000, the shareholders 
then form a new company and subscribe {100,000 
for its shares and the new company uses this sum 
to purchase the old company’s trading assets 
from it. 

At this moment the shareholders have received 
£210,000 for their shares and have subscribed 
£100,000 for the shares of the new company 
which now owns the trading assets, so that they 
possess those assets and {£110,000 of cash free 
of tax. The finance house has paid £210,000 for 
the shares in the old company which now holds 
£200,000 of cash. The finance house declares a 
dividend of {100,000 from the old company and 
sells the old company’s shares for, say, £100,000. 
The position of the finance house now is as 
follows: 


It has paid £210,000 for the shares 
It has paid £4,000 stamp duty 


It has received {100,000 on the sale of the shares 
showing a loss of {114,000 on the share transaction. 


LL of us are to some degree fascinated by 


In addition, it has received a dividend of £100,000 
from the old company which, grossed up at 
gs, is about £180,000. If the finance house has 
no other transactions in its financial year it can 
make a claim for repayment of tax on the loss of 
£114,000, that is for approximately £51,000. 

The finance house’s position will then be as 
follows: 





Loss on share transaction 114,000 
Dividend received 100,000 
Net loss .. si .. £14,000 

Stamp duty on re-transfer of trading 
assets .. = ch SÉ ; 2,000 
Repayment of tax 51,000 
Giving a net profit of £35,000 








Out of this net profit the finance house can 
pay the profits tax distribution charge and any 
other incidental expenses and can share the 
balance with the shareholders. It will be noticed 
that £6,000 has been paid in stamp duty on the 
transfers and part of this charge is due to a 
double charge on the trading assets, once on 
their resale to the new company, and once reflected 
in the cost of the shares to the finance house. 

This double charge can sometimes be avoided 
in the following way. The new company which 
will carry on the business is formed as a subsidiary 
of the old company and the trading assets are 
sold to it in exchange for shares, no stamp duty 
being paid by reason of Section 55, Finance Act, 
1927. Each share in the old company is then 
divided into one ‘A’ share of ros and one "D 
share of ros, the A shares being given no right 
to any dividend but having a right in a winding 
up to the shares in the new subsidiary but to no 
other assets, and the ‘B’ shares having the right 
to all dividends and to the surplus assets in a 
winding up. The ‘B’ shares only are sold to the 
finance house and after they have been disposed of 
by the finance house, the old company is wound 
up. This modification will save about £3,000 on 
stamp duties. 

There are many forms which such a scheme 
can take to suit individual circumstances and in 
many cases the question of surtax directions may 
have to be considered, but whatever form the 
scheme may take, sums are extracted from the 
company in the form of capital and tax repay- 
ment is claimed from the Revenue. 

It would not be surprising, therefore, if steps 


were taken to prevent such schemes being effect- - 


ive. The question is, how could this be done. ‘The 
transaction could, of course, be attacked at either 
end, that is the finance house or the shareholders 
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in the old company could be attacked. It is con- 
sidered more probable that the finance house 
would be attacked — for two reasons: the first is 
that it is the finance house which makes the claim 
for repayment of tax and which in effect makes 
the profit at the Revenue’s expense, and secondly, 
by attacking the finance house, any action that 
may be taken will have some retrospective effect, 
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for although the transaction may be completed 
before the close of the fiscal year, the finance 
house’s tax liability may still be open. 

How the question at the finance house end would 
be dealt with without impinging upoa the normal 
operations of such a company is difficult to say, 
but that it will be dealt with, and quickly, is 
very likely. 


AN EXTRA-STATUTORY PENSION SCHEME 


by H. MAYNARD, F.C.A. 


has been an enormous expansion in the 

establishment of staff pension schemes. Our 
larger national companies have set up their own 
internally-administered funds, but in the majority 
of cases the business has been placed with one 
of the insurance companies. 

In spite of the present-day cry for able-bodied 
men and women to continue working beyond 
retirement age, the insurance companies, to 
comply with the provisions of Section 388 (1) (a), 
Income Tax Act, 1952, place fixed ages in the 
policies — usually 6 5 for males and 60 for females — 
as the time for retirement and the commencement 
of the payment of pensions. There are, however, 
provisions for deferment of pension when 
full-time employment is continued beyond 
these ages. 

In order to join a newly set up scheme, male 
staff must usually be under 60 years of age and 
female staff 55 years of age (each being five years 
prior to retirement age). Thus, at the time a firm 
decides to introduce a pension scheme, there are 
inevitably members of the staff who are excluded 
on account of their age. In addition, there are 
probably former members of the staff already 
being paid a ‘voluntary’ pension, this latter being 
allowed for taxation in the firm’s assessment, but 
taxed in the pensioner’s hands. It will thus be 
appreciated that for a period of, say, twenty 
years after the establishment of a statutory 
scheme, additional voluntary pension payments 
have to be made out of profit and loss accounts. 


iE the decade since the end of the war, there 


Additional Pension Scheme 
The Revenue are prepared to recognize this 
situation by approval of an extra-statutory 
pension scheme. This smaller liability is usually 
carried by an internal fund, recognized by a deed, 
under which trustees are appointed in the usual 
manner. Nominally, it becomes necessary to value 
actuarially the present and future probable 


voluntary pensions, but, in practice, the Revenue 
will accept a reasonable estimate of the liability. 

The next step 1s to negotiate with the Revenue 
for a fixed annual contribution payable to the 
trustees, intended to cover, firstly, currently 
payable pensions and, secondly, investment, 
preferably outside the business, to establish a 
fund to meet the future liability. The fixed annual 
contribution, which, it will be appreciated, will 
be larger than the currently payable voluntary 
pensions, is allowable to the firm for income tax 
and profits tax purposes, and income tax may 
also, to a large extent, be recovered from interest 
and dividends received on the investments as they 
are built up over the years. 


Example of Operation 


A typical case may be as follows: A company 
resolves to set up a contributory pension scheme 
for its staff with effect from January Ist, 1955, 
through the medium of an insurance company. 
Trustees, representative of the board and the 
staff, are appointed, and a normal group life and 
pension policy is issued by the insurance com- 
pany. To qualify for membership, staff must be 
between the ages of 25 and 60 (retirement age 65) 
for males and 25 and 55 (retirement age 60) for 
females. Three years’ service with the company 
is an added qualification. 

On January Ist, 1955, the company were 
paying voluntary pensions amounting to £5,000 
per annum to twenty-five retired former members 
of the staff, charging this to profit and loss account 
and, of course, having it allowed for taxation 
purposes. In addition, another twenty-five mem- 
bers of their staff were unable to join the newly- 
established pension scheme, having reached the 
upper limits of age for membership purposes. 
With the knowledge of the ages of both groups 
and the likely pensions which the board would grant 
to the second group, it is possible to arrive at the 
present-day cost of the future liability and equate 
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it to a fixed annual sum, say, purely for the 
purpose of illustration, £8,750 per annum. 

An extra-statutory pension scheme may be 
set up with the same trustees acting as in the 
case of the statutory scheme, but administered 
internally, and this will be approved by the 
Revenue. 

The effect will be that £8,750 (against £5,000) 
may be charged annually for tax purposes an 
disbursed as to £5,000 to existing pensioners 
and £3,750 in the purchase of securities to build 
up a fund sufficient to meet the anticipated 
liability over the years. In addition, tax deducted 
from interest or dividends received on the 
accumulating invested funds may, by arrangement 
with the Revenue, be recovered to the extent that 
it exceeds the tax certified by the Inspector as 
deductible from the pensions, which now, 
technically, become annuities. 
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Further Advantages 


It may be remarked that in many firms staff 
benevolent funds have been built up, and these 
may be utilized for the charging of these extra- 
statutory pension fund contributions, since ail 
moral obligations are thereby covered. ‘Thus, 
profit and loss account may be relieved of the 
contribution charge until the balance on any 
benevolent fund account is exhausted. 

Finally, when the time comes that the statutory 
scheme picks up with pension liabilities to all 
staff, present, past and future, it is possible that, 
however much care is taken to estimate the funds 
required, the trustees may be left with a balance 
of securities arising from the invested part of 
the annual contributions. By agreement with the 
Revenue, these securities can be liquidated and 
used to meet the statutory scheme contributions, 
until they too, in their turn, are exhausted. 


COMMENTARY—LX 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New York, February 


Training the Professional Accountant 


COMMISSION on Standards of Educa- 
A cation and Experience for Certified Public 

Accountants has been working for two 
years on the problem of what constitutes the 
proper training for professional accountants. ‘What 
does the C.P.A. designation symbolize?’ asks this 
month’s editorial. ‘Is it comparable to an aca- 
demic degree? Is it a licence to practise? Is it 
recognition of superior attainments?’ 

It asks whether it is now time to require a 
four-year college course as a minimum educational 
preparation for a C.P.A., since most C.P.A. exam- 
ination candidates are today college graduates. The 
profession, says the editorial, is eagerly awaiting 
the Commission’s report. 


New Institute of Accounting at Columbia 
University 


An Institute of Accounting for undergraduate 
study is to be established at Columbia University 
next autumn. It will offer a complete programme 
leading to a bachelor’s degree, specially designed 


for students preparing for careers in public or 
administrative accounting. 


American Institute’s New Tax Film 


The American Institute has released a new 
motion picture on the settlement of tax cases 
with the Internal Revenue Service, showing the 
accountant’s role in tax practice. The Institute 
produced the film in co-operation with the In- 
ternal Revenue Service. It is intended to be shown 
on television and to business men’s organizations. 


The Controller, 
New York, February 


Investment of Pension Funds 


In 1946, pension funds are said to have invested 
up to 50 per cent of their money in Government 
bonds but today the American Treasury Depart- 
ment reports the corresponding percentage as only 
20 per cent. Some of the rest is now said to be 
going into loans on big office buildings, shopping 
centres and housing developments, or into cor- 
porate bonds. But the vast investment of pension 
moneys in the stock-market is the most significant 
trend today. Many firms are reported to have as 
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much as 50 per cent of their pension fund so 
invested, most of it in common stocks, Since 
such investment is not speculative it tends to 
stabilize the stock-market, a fixed quantity of 
investment buying less stock in a rising market 
and more when it falls. Utility stocks are given 
as still the first choice of most companies, but 
their second and third choices are in such growing 
fields as electronics, oil and chemicals. 


The Canadian Chartered Accountant, 
Toronto, January and February 


‘Last In First Out’ for Income Tax 


The Supreme Court of Canada has upheld, by a 
majority of three judges to two, the Exchequer 
Court’s decision in the Anaconda case that 
LIFO inventory valuation was permissible. The 
basis of the decision was that the taxpayer may 
use that method of valuation which will most 
accurately reflect his income, according ‘to the 
ordinary principles of commercial accounting. 
An appeal is to be made to the Privy Council, 
for the decision involves a large amount of tax 
and the case originates from a time before the 
abolition of such right of appeal. The Income Tax 
Act expressly permits valuation at cost, and if 
the Privy Council upholds the Liro decision the 
Crown will have to decide whether to amend the 
Act to prevent extension to other taxpayers. 
The editorial comments that this might well 
produce a delicate situation for the Government. 


Convertible Bonds and Common Stocks 


Mr S. D. Reavely, B.BUS.ADMIN,, C.A., examines 
the charge of dilution made against convertible 
bonds when they are converted into common 
stocks. He states that an issue of convertible 
bonds may be an admirable means of raising 
funds at a time when neither bonds nor stocks 
can satisfy the investors’ requirements of ade- 
quacy of income, lack of risk and a measure of 
control. Since conversion rarely takes place 
except when the company is prospering it works 
no hardship on the existing stockholders, and it 
offers the company a convenient means of getting 
rid of bonded debt and the resulting fixed interest 
charges. 

In a typical illustration Mr Reavely shows that, 
at the time of conversion, the bondholders will 
probably receive a good deal more, in dollar 
values, than they originally lent to the company, 
but this is now seen only by hindsight. A pur- 
chaser of common stocks in the open market, at 
the time of the original issue of the bonds, when 
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the stocks were no doubt selling for less, would have 
made a larger profit, as things have turned out, 
without such excess going into the company 
funds. By the convertible bond issue the company 
has, in effect, received a share of the new-comer’s 
profit. If the company is not successful and no 
conversion takes place the bondholders have lost. 
Thus both parties share the risk and neither is 
prejudiced. 
Professional Fees 


Discussions at the 1954 annual meeting of the 
American Institute of Accountants are reported 
by Mr Geoffrey H. Ward, c.a. He says that 
a survey of fees charged by small firms revealed 
rates ranging from $3.50 per hour for juniors to 
$8.50 for principals. The general opinion was 
that the fees reported were too low and several 
accountants commented that their charges were 
much higher. 

The practice of monthly billing, started during 
the Second World War, is still maintained in 
many cases. Most fees are charged at per diem 
rates. Mr Ward says that one accountant stated 
that there was definitely money to be made by 
running a book-keeping service and that his firm 
provided this on a flat fee basis, with the work 
exactly specified in a contract. 


Canadian Income Tax 


Mr A. W. Gilmour, C.A., F.C.1.S., a practising 
accountant who was formerly Director of Income 
Tax for the Montreal District, reviews some 
significant trends in Canadian income tax. In 
the case of smaller corporations, with taxable 
incomes not exceeding $20,000, he instances the 
present rate of 20 per cent as an extremely 
modest ene;—especially when coupled with the 
right to distribute, free of tax on liquidation, 
half the accumulated surplus by means of an 
election to pay an extra 15 per cent tax. Also he 
points out the benefit to the recipient taxpayer 
of the right to deduct from the tax payable by 
him 20 per cent of his Canadian dividend in- 
come. Thus it means, he says, that a Canadian 
receiving $11,000 per annum in Canadian divi- 
dends may pay only $60 tax, as compared with 
$2,020 payable on a salary of the same amount. 
While capital gains are officially not taxable he 
points out a growing tendency, in the absence 
of any formal definition of capital gains, to tax 
receipts which would normally be so classified. 
In view of Canada’s great need of risk capital 
to develop her resources, Mr Gilmour urges that 
Parliament should take legislative action in this 
connection. 
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DEVELOPMENT FINANCE-II 


by CG. M. RAIT, M.C., T.D. ! 
Deputy Chairman, Charterhouse Industrial Development Company Ltd 


Permanent and Semi-permanent Capital 


ERMANENT and semi-permanent capital 
Pira themselves into three main categories — 

retained profits, loan capital and share capital — 
and, in the case of the two latter, into various sub- 
categories. To attempt to define in any detail within 
the scope of this paper the enormous variety of uses 
to which each separate type might be applicable 
would be quite impossible, and I must content 
myself with describing them. Their suitability varies 
according to the circumstances and requirements of 
each separate company and, as I have already 
indicated, the average industrialist needs the services 
of a specialist in capital structure and capital raising 
to advise him as to the form of capital which would 
best suit his particular case. 

Retained or undistributed profits need little 
explanation. They are represented in a company’s 
balance sheet by the carry-forward on the profit and 
loss accounts and by reserves; in these forms they 
are in the nature of semi-permanent capital, but they 
can be made permanent by conversion into a suitable 
class of share capital ~ capitalization of reserves. In 
these days of heavy taxation and high replacement 
costs, the company which, while meeting its obliga- 
tions towards the tax collector and the legitimate 
expectations of its shareholders, can still continue to 


retain sufficient profits in the business to finance even. 


Its normal growth, is the fortunate exception, and 
most progressive concerns find themselves, sooner or 
later, in need of other resources. 

Under the heading of loan capital are included 
mortgages, debentures, mortgage debentures and 
various types of loan stocks and notes, secured and 
unsecured. All fall nowadays into the semi-permanent 
category, because irredeemable loans or loans redeem- 
able only at the company’s option are now very rare. 
Without going too closely into the finer nuances of 
nomenclature, it may be said that mortgages require 
the availability of freehold property and debentures of 
that.and other fixed assets which can be specifically 
charged to secure the loan. The lender may also call 
for a floating charge, secured on current assets, and 
care must be taken that the various charges do not 
prejudice the borrower’s access to sources of tempor- 
ary finance which may still be required trom time to 
time. Mortgages are usually repayable at short notice 
on the part of the lender; and other loan stocks at a 
fixed date or within a fixed period by means of sums 
set aside periodically or by the operation of a sinking 
fund. Rates of interest vary according to the trend of 
the money market, the credit-worthiness of the 


The concluding part of an address given to the Chartered 
Accountant Students’ Society of London on February 
2ist, 1955. 


borrower and the ‘cover’ which his assets and earning 
capacity respectively provide for the amount and 
service of the loan. Holders of loan stocks may some- 
times be given the speculative attraction of an option 
to convert their holdings into permanent share capital 
on appropriate terms during the currency of their 
investment. 


Share Capital 


Share capital may be divided broadly into preference, 
or preferred, shares and ordinary, or equity, shares. 
Share capital is usually permanent capital, though 
preference capital may sometimes be redeemable by 
the same means as loan capital or, more rarely, at 
the option of the company. Preference and preferred 
shares normally carry the right, in priority to the 
ordinary shares, to a fixed rate cf dividend and to a 
return of capital in a winding-up or liquidation. 
The fixed dividend is frequently cumulative, and 
particularly in the case of preferred shares, may be 
supplemented by a participation in further distributed 
profits. Preference shares often carry no voting rights 
unless their fixed dividend (if it is cumulative) has 
been in arrears for a period or unless some measure is 
proposed directly and adversely affecting their rights. 
Shares of one class can generally be converted into 
shares of another but irredeemable shares may not, 
currently, be converted into redeemable ones. 

In most companies, the ordinary shares, sometimes 
called by other names, such as deferred shares, are 
entitled to everything that remains, of both distribut- 
able profits and of assets, in a winding-up, after the 
rights of the priority shareholders have been met. 
Their holders are thus the first to suffer in bad times 
and the last to benefit in good ones — but in a well- 
conceived company the potential benefit should 
match the potential risk. Equity capital is therefore 
often referred to generically as ‘risk capital’. 

In my brief description of share capital, I have 
been at pains to stress what is normal or usual, 
because the permissible permutations and combina- 
tions of capital structures and share rights are so 
numerous that it is impossible to apply hard-and- 
fast rules and each case needs expert consideration 
and advice. 


Sources of Capital 


Since savings, individual or corporate, voluntary or 
compulsory, are the only true source of permanent 
capital, to describe the so-called sources is really to 
describe the channels through which capital flows into 
industry. With the growth of industrial investment, 
the private investor soon needed advice in his choice 
and a means of spreading his risk; and the industrialist 
wanted help in creating his securities and finding 
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purchasers for them. Out of these needs there came 
into being the investment trust, which invested its 
funds in a multitude of diverse undertakings and 
whose own shares therefore provided a risk-spreading 
Investment for the individual, and the issuing house ~ 
or its equivalent, the issuing stockbroker — which 
specialized in devising suitable capital structures for 
industrial concerns and selling the resulting securities. 
In more recent years, the gradual elimination of the 
private investor as the result of increasing taxation 
has reached a stage where the former private capitalist 
has today been almost entirely replaced by the small 
saver, who can do no more than set aside a little 
money each week or month to buy life insurance or 


` to contribute towards a pension or a retirement 


endowment. In the aggregate, these small savings are 
substantial, and considerable sums thus accumulate 
in the hands of the insurance companies and pension 
funds, making them an important channel for indus- 
trial capital. 

The new funds at the disposal of the investment 
trusts have been strictly limited in recent years by 
Government restrictions, only just eased, which have 
prevented them from raising new capital themselves. 
(It would be appropriate to mention here that all 
capital raising, in excess of limited amounts in certain 
forms and for specific purposes, is still subject to the 
consent of the Capital Issues Committee of the 
Treasury.) While most of the funds accruing to the 
insurance companies and pension funds in the form 
of premium income have to be invested, only a pro- 
portion can be applied to industry and a still smaller 
proportion to industrial risk capital; the bulk must be 
so invested as to retain its value at all times and to be 
easily converted into cash to meet maturing obliga- 
tions of the investor. This type of institution is 
therefore highly selective as regards its industrial 
investments and prefers to make new ones through 
the intermediacy of a recognized sponsoring organiza- 
tion whose specialized knowledge of the probable 
amount and nature of its requirements ensures that 
it is not called upon to waste valuable time and 
personnel in considering unsuitable offers. ‘Thus, 
many institutional investors are not always readily 
accessible to the individual industrialist seeking 
capital; he, too, needs an intermediary who can, if 
necessary, spread his securities among all types of 
investors and provide a subsequent market for them 
through the medium of the stock exchanges. The 
issuing house or the issuing stockbroker provides 
these services. 


Industrial Development Companies 


This machinery for capital raising appeared to 
suffice until the early 1930s, when the Macmillan 
Report drew attention to a gap in the facilities of the 
capital market, where the requirements of the smaller 
companies were concerned. Their securities, even 
when quoted on the stock exchanges, were apt to 
lack marketability and were therefore unacceptable 
to many investors. As a result, there came into being 
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what are now known as industrial development 
companies. Sponsored by many of the leading financial 
institutions, in some cases with Government prodding, 
their standing enables them to raise their own capital 
from both institutional and private sources; they 
enjoy exceptional facilities from Oe joint stock 
banks, which they are able from time to time to fund 
by further recourse for permanent cepital to the 
institutional investors for whom they act, so to speak, 
as a buffer against the risks inherent in indiscriminate 
direct investment in small enterprises. ‘Their main 
function is to provide out of their own resources 
permanent or semi-permanent development capital 
for companies which, by reason of their small size 
or otherwise, cannot obtain it through the issue 
market. 

Since the Second World War, another situation has 
arisen. It seems that the Macmillan Gap, owing to a 
combination of factors, such as high taxation, reduced 
purchasing power and the consequent disinclination 
or inability of the investor to support even medium- 
sized new issues lacking speculative attraction, has 
become apparent at a higher level of industrial 
capital requirements. The result is that the emphasis 
has moved from the public issue, and therefore from 
the issuing house, as the more usual means of raising 
capital, to the facilities of the industrial develop- 
ment company, which now finds itse:f having to 
consider the provision of individual amounts very 
much larger than was originally contemplated. 

It will be apparent from the above that the services 
of an issuing house are more particularly applicable 
to public companies whose permanent and semi- 
permanent capital requirements can be raised by 
public issue or similar placing operations of a size 
which will ensure a reasonable degree of marketability 
for the resulting securities and justify their quotation 
on a stock exchange. Those of an industrial develop- 
ment company are more likely to be of use to private 
companies, though they can be equally helpful to the 
smaller public companies. I should perhaps add that 
many of the financial institutions to which I have 
referred are often found in combination in the same 
company or group. Several of the merchant banks 
and accepting houses are also issuing houses, and 
some are associated with investment trusżs and indus- 
trial development companies — for instance, my own 
group includes an investment trust, an industrial 
development company, an issuing house and a 
merchant banking and accepting house. 


What a Financial House Looks For 


The industrialist should know what a financial house 
looks for in an undertaking seeking its services. The 
normal basic requirements are that the undertaking 
should: f 
be established on a commercial basis and capable 
of further development; 
have a satisfactory record of trading covering at 
least three years; this does not necessarily mean 
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that a profit must have been earned in each year; 

be under competent and continuing management. 
In the industrial field, few, if any, financial institu- 
tions are prepared to sponsor business of a speculative 
character, or the financing of new and untried pro- 
cesses or inventions. Exploitation of the latter is 
best undertaken by existing businessses or industries, 
who will benefit from their successful development 
and who, by virtue of their own established position, 
can more readily attract any additional capital that 
may be necessary. 

The prospective supplier of capital will naturally 
seek to satisfy himself, usually by an investigation 
by accountants and other experts, that the business 
concerned. will provide an adequate return on the 
capital to be invested. Such an investigation will 
normally produce the necessary information as to 
development potential, earning capacity and condi- 
tion and adequacy of assets which may be needed to 
substantiate the first two basic requirements, but it is 
in assessing the ability of the management, which is 
by far the most important prerequisite, that the 
financier must exercise his own particular skill. 

Past achievement is always something of a ‘yard- 
stick’ but the exceptionally favourable trading 
conditions which have prevailed until quite recently 
have made it much less effective; absence of competi- 
tion in many industries has allowed indifferent 
management to earn profits which they could never 
have earned under the stress of conditions such as 
have existed before and are now beginning to exist 
again. There is therefore no rule of thumb method of 
assessing management ability; it is largely an exercise 
in personal psychology on the part of the assessor. 
He has to weigh the qualifications, attributes and 
characteristics of a number of individuals and draw 
accurate conclusions as to the ability which they 
represent in combination. This may appear to be 
very abstract and theoretical, but there are many 
essentially concrete and practical aspects of every 
business which will provide the experienced examiner 
with effective data for his appreciation of the qualities 
and adaptability of the management. Adaptability 
is one of the acid tests, particularly in times of 
controls, restrictions and shortages. 


The Managerial Set-up 


In visualizing the ideal managerial set-up, one thinks 
first of a board of directors, each of whom, whether 
he be an executive or not, has some specialized 
knowledge or experience, technical, commercial or 
financial, which enables him to add his quota to the 
counsels of the board as a whole. As a member of, or 
immediately under, the board, there should be a 
senior executive (or more than one if the size and 
nature of the business requires them) in the capacity 
of managing director or general manager. He should 
possess all the qualifications of management — 
technical knowledge, production and costings control, 
market sense, sales promotion ability, personnel selec- 
tion and a facility for so handling subordinates as to 
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maintain both the discipline of his labour and his 
good relations with it~ to an appropriate degree. 

His main function should be to co-ordinate and 
bring to the notice of the board all matters calling for 
policy direction so that the board can frame a clear- 
cut policy to be conveyed by him to senior officials 
and heads of departments and carried out by them in 
the light of their expert knowledge of their particular 
sides of the company’s operations. Thus, the manag- 
ing director or his equivalent is by far the most 
important factor for good or ill in any business. 
Under him, the attributes which, in proper combina- 
tion, constitute the ideal management are character, 
technical skill, commercial acumen, financial responsi- 
bility and control of staff and labour. Coupled with 
the capacity in individual executives to foresee and 
anticipate trends in development fashion and public 
taste, these attributes can usually be translated into 
economical production and profitable selling. To the 
extent that they are lacking in any management, that 
management must fall short of the ideal. 

In terms of the ideal, it should be easy to determine 
who actually constitute the management in any given 
business, but the answer is rarely as simple as this. It 
often transpires that the real powers of management 
actually lie with one or two executives who may not 
even be directors, and it is in these individuals rather 
than in the board that the necessary qualities of 
management must be sought. Indeed, it is by no 
means rare to find that the continued success of a 
business rests in the hands of a single individual; 
such a situation is apt to be regarded somewhat 
unfavourably by the financier. 


Effects of Conditions under which a 
Company Operates 


It is no exaggeration to say that zhe efficiency of the 
management is reflected throughout every phase of a 
company’s operations from research and planning, 
through buying and all stages o production in the 
presentation of the products and right down to sales 
organization and methods. Accordingly, the prudent 
investor regards it as essential to study on the spot the 
physical conditions under which a company operates. 
Suitability of premises and effective layout are of 
primary importance; unsuitable premises and bad 
layout mean faulty organization, unnecessarily repeti- 
tive processes and handling delays. Cleanliness and 
orderliness, within the limits set by the nature of the 
company’s activities, are other pointers; dirt and 
untidiness endanger health, cause absenteeism through 
sickness and, particularly in times of full employ- 
ment, deter potential labour recruits. The availability 
of suitable labour is an obvious factor for the con- 
tinued well-being of any business. Satisfactory rela- 
tions between management and labour assist produc- 
tivity and produce contented operatives unlikely to 
be enticed away by competitors; such conditions are 
almost invariably found where working, housing and 
welfare facilities are of a high standard. 
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Administrative ability, evidenced by quick and 
accurate accountancy, good costing and stock control 
systems and up-to-date returns, is another feature of 
good management; elaborate and costly mechanical 
aids are by no means always an essential means of 
achieving it. They can easily result in a superfluity 
of complicated statistics which may easily tend to 
confuse more than they clarify. As often as not, the 
instinctive knowledge of an experienced staff is of far 
more value than a mass of statistical returns, the 
production of which may add to overheads without 
offering any compensating saving in time or labour. 


Expansion and Development 


The current emphasis in industry is on reduction of 
prices and profit margins and, in bringing this about, 


expansion can play an important part. Higher output 
- and increased productivity resulting in greater turn- 
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over and lower overheads are the only effective 
counters to the growing costs of labour, raw materials 
and fuel and power. Accordingly, the potential 
investor asks himself a series of questions. Does the 
company concerned possess means of development — 
additional factory space or land on which to build it; 
access to more raw materials; and availability of wider 
markets? If so, is the management capable of exploit- 
ing these facilities? If the company’s figures show 
apparent power of growth, is that growth one of 
volume or merely of value in terms of a depreciated 
currency? Is it the result of the special, non-recurring 
conditions of recent years or is it the natural expansion 
of a well-conducted growing business? 

The technical efficiency of a management can 
probably only be gauged by expert examination, but 
a very good indication, both of this and of a manage- 
ment’s commercial astuteness, can often be gleaned 
from its reputation with its suppliers and customers. 

The last, but by no means the least important, 
aspects of management in the eyes of the financier are 
continuity and succession. Will the present successful 
management continue to operate as heretofore? Is this 
continuity secured by contract and incentive as far 
as key individuals are concerned? If, by accident or 
the effluxion of time, these individuals cease to 
function, are there others coming on who can 
adequately replace them? A supplier of capital regards 
affirmative answers to these questions as essential, 
particularly in the case of a business which, in family 
hands, may have been conducted by a single individual 
whose personality may have led to highly autocratic 
control, with a consequent stifling of initiative in his 
subordinates. 

In considering temporary finance, I referred to its 
suitability as a means of financing export trade. This 
reference would not be complete if I failed to point 
out that permanent capital may also justifiably be 
sought for this purpose. The type of applicant I have 
in mind is the manufacturing concern which desires to 
add to its fixed assets in order to expand its productive 
capacity or to vary or adapt its products te enable it 
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to enter, or to produce goods more suited to, the 
export market. 


Funds for Estate Duties 


There is one other recent development in capital 
raising which is the direct outcome of “the present 
heavy incidence of taxation. I refer to the provision of 
funds to enable the proprietors of industrial enter- 
prises to meet estate duties present or future. Although 
such funds are not, strictly speaking, capital in the 
hands of the company itself, they are in fact in the 
nature of permanent capital in that their availability 
or otherwise may make all the difference between the 
continuance of a business and its extinction through 
lack of capital when the duties have to be paid. Most 
issuing houses and industrial development companies 
will now consider this type of financing and some 
recently formed investment trusts make a special 
feature of it. 


Financial House Representation on the 
Board 


The functions of a reputable financial house do not 
cease with the completion of a capital raising opera- 
tion. It likes its client to feel that it is always available 
for further consultation and advice and, of course, it 
takes every possible step to protect its own or the 
public’s investment. To this end it may ask for repre- 
sentation on its client’s board or to appoint a financial 
adviser, through whom it may seek to exercise some 
measure of control over such things as dividend 
policy, indiscriminate capital expenditure and exces- 
sive increases in management and staff remuneration. 
Only in the last resort would a person so appointed 
attempt to interfere with the day-to-day running of 
the business; if he found himself compelled to do so, 
it would probably mean that the financial house had 
been grossly at fault in its original appraisement of 
the merits of its investment. Once the initial difficulty 
of overcoming the not unnatural reluctance of some 
companies to admit a ‘stranger’ to their counsels has 
been surmounted, the right-minded industrialist, 
burdened as he often is with his own particular busi- 
ness worries, soon tends to welcome the presence on 
his board of someone on to whom he can confidently 
shelve his financial problems and the ‘nominee 
director’ is able to render effective service to both 
parties. 

I hope I have succeeded in making it clear that, 
to the credit-worthy applicant, the sources from or 
through which he can obtain the capital, temporary or 
permanent, which his requirements, achievements 
and prospects justify, are still reasonably plentiful. 
The main problem is to reconcile the applicant’s 
definition of credit-worthiness with that of capitalist 
in each specific case. A common viewpoint is always 
a major factor in promoting identity of views and, 
unless the seeker of capital has some inkling of what, 
in the eyes of the provider, is or is not practicable, 
the age-long plaint of industry’s Jack of financial 
resources is bound to continue. (Coneluded.) 
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WEEKLY NOTES 


London Without Newspapers 


As we go to press the second week of London’s news- 
paper black-out is well advanced. At first, the public’s 
reactions to the absence of papers was surprisingly 
mild.. There were many who professed pleasure at 
the enforced holiday from print. The divorce from 
the printed word was all the more bearable when 
the B.B.C. enlarged its news bulletins as a partial 
palliative. 

As time goes by, however, the lack of information 
becomes increasingly serious. Scant knowledge of 
affairs becomes irritating and in many subtle ways 
the absence of a morning paper spells lack of material 
and background in doing one’s work. Two issues 
stand out in this latest strike. First, there is the ease 
- with which a small, key group of workers can impose 
a blanket of lack of information on a large section of 
the community; second, there are the long-term 
repercussions on the reading public. Is the public 
going to learn from this situation that it can do very 
well with a smaller intake of newspapers? Even a 
5 per cent cut in newspaper reading would have a 
serious effect on some publications. This issue may 
be more worrying to newspaper proprietors than the 
immediate loss of revenue, important as this last 
factor may be. So far as the general public is con- 
cerned, it is having an interesting object lesson in 
, the truth of the old saying that the price of liberty is 
eternal vigilance. Freedom of speech, we are finding, 
can be quite effectively attacked by absence of means 
of expression. 


The Fiscal Accounts 


The complete accounts for the fiscal year 1954-55 
were published last week. They showed that total 
ordinary revenue was higher than the estimated 
‘receipts and also higher than the revenue received 
in the previous financial year. Total ordinary 
expenditure was higher than the previous financial 
year but lower than the estimated figure for 1954-55. 

Total revenue finished the year at £4,987 million 
compared with an estimate of £4,780 million. Total 
expenditure closed at £4,554 million compared with 
an estimate of £4,805 million. The surplus for the 
year thus works out at £433 million. Among below- 
the-line items of expenditure loans to local authorities 
increased on the year from {299 million to £353 
million and there was an issue to the Exchange 
Equalization Account of £300 million. 

Among the revenue items, income tax, death 
duties and excess profits levy all turned out to be 
exceedingly buoyant while receipts from profits tax 
and excess profits tax declined. Customs and excise 
revenue was also buoyant. The drop in expenditure 
has been caused mainly by the decline below estimate 
in funds required by the supply services. 

There has thus been a substantial surplus on the 
‘national accounts in the fiscal year just ended and 


there is no doubt that the Chancellor of the Exchequer 
has something to give away on Budget day judged 
only on the figures for the financial year 1954-55. 
In an election year it is almost certain that some 
alleviation in taxation will be gr;inted. The question 
which will not be answered until Budget day is 
how much will be given away.] The economy is at 
full stretch, is facing a period of large-scale investment 
in industry and already the higa level of industrial 
production is setting up a substantial demand for 
imports of raw materials. The changes in Bank rate 
and the rather mixed performance of sterling in the 
last few months, show how del cately balanced the 
external account is at the D sent time. It will 
therefore be a complex calculation for the Chancellor 


to work out how far he dare |stimulate the gege 


market by tax reductions, at a tim e when the economy 
as a whole is stretching its owr capacity to pay its 
way with the rest of the world. 


Cherubs on Chi:ques 


Cheques, although they may bt. the passport to all 
kinds of pleasures, are of themselves depressing in 
appearance. It is true that oni:’s attitude towards 
them is partly conditioned by |whether one has to 
sign one’s name on the front or jon the back but, this 
apart, they may be condemned ¿s dreary documents, 
artistically unsatisfying and |:ommercially blunt 
almost to the point of rudeness. 

Becoming aware evidently of the unsuitability of 
these characteristics on certain §>cial occasions when 
cheques change hands, the direl tors of the Midland 
Bank have now decided to es. special gift cheque 
forms. These are contained in fold ers gaily embellished 
with pleasingly appropriate designs incorporating, 
among other symbols of happiness and plenty, 
cherubs, cornucopias, birds, frv it and flowers. The 
artists are John Leigh-Pemberio 1 and Eric Fraser. 

Three varieties of cheque fori 1s are now available. 
One is a general purposes gift zi eque. The other two 
are for weddings and birthdays, A fourth, for use as 
a Christmas gift, is being prejared. The cheques, 
with folders, cost a shilling oa 3 and may be made 
out for any sum which the dom or cares to provide. 
It is not necessary to have aa account with the 
Midland Bank in order to make! use of this service. 

The opinion that this new method of presenting 
compliments with cash goes isome way towards 
humanizing the business of baiking is one which, 
together with the cheques ther selves, all recipients 
will no doubt be delighted to en lorse. 


Railway Freight (Charges 


A scheme has been submittel | to the Transport ` 


Tribunal under the Transport] Act, 1947, and the 
Transport Act, 1953, for changes in the method of 
assessing freight charges on rail.| The new scheme has 
been discussed between the), British Transport 
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Commission and representative groups of railway 


ie 


NW 


users. It is designed to fix charges and conditions of 
carriage for merchandise and livestock against the 
economic background set out in the Transport Act 
1953. It will be recalled that this Act had among its 
objectives the creation of circumstances to improve 
the competitive power of the railways against road 
transport. 

The new scheme introduces some important 
changes of principle. The present estimate of charges 


is based on the concept of averaging costs over all ` 


traffic, a method which must involve cross-subsidiza- 
tion between routes and types of customer. It was 
evolved in its day to give the railways a standard 
revenue under conditions of near-monopoly. The 
new arrangement is devised to take account of a 
situation where such near-monopoly no longer exists 
and the railways must take the offensive in the 


-struggle for traffic. The new scheme aims to arrive at 


maximum charges. The two factors fixing the maxima 
will be weight and ‘loadability’. By means of this 
second factor the maximum charge for any consign- 
ment can be worked out. The charges evolved will 
reflect comparative costs, according to the Com- 
mission, and there is a pronounced tapering off in 
the charge per mile as mileage increases —a device 
obviously aimed at increasing the railway’s competi- 


tive power against independent hauliers. If the. 


scheme is approved by the Tribunal the change-over 
will take place over a period of time after due 
consultation with representative bodies of transport 
users. The Commission has emphasized that it is not 
a part of the scheme to bring about a general increase 
in railway freight charges. 


New Trade Agreement with Argentina 


A new trade and payments agreement was signed on 
the last day of March between the United Kingdom 
and Argentina. The previous agreement had expired 
in June 1954. This new one is the arrangement which 
has finally resulted from the frequent and much 
publicized (if non-committal) discussions with 
Argentine ministers and officials since May of last 
year. 

On the trade side of the agreement both parties 
have signed a clause of good intentions. In the case 
of the export of capital goods to Argentina, the export 
credit facilities already available in this country have 
been explained to the Argentine representatives and 
it is estimated that with the help of these usual 
facilities for exporters, orders for up to £25 million 
of equipment may be placed during the term of this 
agreement which will remain in force until June 1956. 
The Government of Argentina has undertaken to 
aid the export of meat to the best of its ability. 

On the payments side the credit and dollar point 


, facilities which have been available since 1951 under 


the supplementary protocols to the last agreement 
have been extended through the life of the new 
agreement. So far as credit is concerned, this means 
that whenever Argentina’s sterling balances with the 
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Bank of England are insufficient to meet its commit- 
ments to the sterling area it can draw up to {20 
million. Any credits outstanding at the end of June 
1956 are to be repaid within the following six months. 
The Argentine Government has agreed to make 
special arrangements on financial remittances and it 
is expected that about {1-5 million of arrears of 
interest, profits and dividends will be transferred 
between now and the end of June next year. This 
figure will include remittances for pensions. An 
arrangement for the settlement of sums due under 
the 44 per cent Province of Buenos Aires Loan of 
rgro have also been made. 

So far as the trade side of the document is con- 
cerned, it can clearly mean anything or nothing, but 
it is encouraging that a slight improvement has set 
in so far as the financial remittances are concerned. 


Oil for Western Europe 


A study on “The price of oil in Western Europe’ 
has been made recently by the Secretariat of the 
Economic Commission for Europe. From the point 
of view of the world oil industry this may prove to 
be a fairly controversial document. The study’s basic 
query is: what kind of price policy for crude oil is 
most to the advantage of Western Europe? In the 
course of answering this question the report has 
quite a good deal that is critical to say about the 
pattern of prices in the world crude oil market, 
especially about the fact that the price of Middle 
East oil is more or less tied to that of Gulf oil 
in the United States. 

The price of crude oil in the United States is 
determined by the price of oil from the wells operating 
near the Gulf of Mexico. Furthermore, American 
crude oil prices are high compared with those in the 
rest of the world and are tending to increase since 
the United States is having to go ever deeper to 
extract oil from the wells. The effect of this price 
structure in the Middle East is that large profits tend 
to be made even after allowance has been made for 
the incidence of transport charges from the Middle 
East to the main world markets. The margin of 
Middle East crude oil is in fact so high, according to 
the report, that it is possible for the refineries operated 
by the large international oil companies to process 
their crude oil and sell their finished products at 
prices which are in fact subsidized by crude oil. 
Prices ex-refinery are still based on import prices 
which go back to the time when most of the world 
refining capacity was close to the oil-fields. 

Since the war, however, Western Europe has 
built a large refining industry near the finished oil 
markets and at a distance from the world’s oil-wells. 
The report is of opinion that it would be in the 
interests of Western Europe to have the price of 
Middle East crude oil divorced from the Gulf price 
and the price of finished oil products established in 
accordance with their demand. It is clearly in 
Western Europe’s interests for the new refining 
capacity to earn a profit. 
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FINANCE AND COMMERCE 


Cushioned by the absence of the London daily news- 
papers from the more alarming interpretation of 
world events, the stock-markets have shown quiet 
strength: that is remarkable in an account which runs 


for three weeks to cover Easter and which actually: 


ends on Budget day itself. Business, however, is small 
and the market is thin and not particularly com- 
mercial. 

There have been a number of events to assist 
sentiment, if not business. Although this year’s sur- 
plus is not necessarily next year’s Budget, the £433 
million current revenue surplus for the 1954-55 fiscal 
year can hardly be anything but an encouraging point. 
Similarly, the Treasury’s Economic Survey, although 
it left much unsaid and was, for the economists, rather 
a disturbing document, was nevertheless a confident 
appraisal of the present situation. The county council 
election results have also assisted the market. 

In fact in the past two weeks the recovery towards 
the January peaks in equities has been remarkable. 
Some three-quarters of the loss has been made good. 
The character of the recovery, however, has not been 
entirely sound and there is still a deal of uncertainty 
in the short term. Long-term equity prospects, on the 
other hand, are considered favourable and this longer 
view may well be predominant in the market before 
long. 

i Bank Squeeze 


A return of 28 per cent on Treasury bills continues 
to attract surplus commercial and industrial funds to 
the detriment of bank deposits and bank liquidity 
ratios. Over the February-March period, net bank 
deposits fell by £118 million to £6,139 million, by far 
_ the biggest fall at this period in the past ten years. 

With advances some {£24 million higher on the 
period, liquidity ratios generally are around, and in 
some cases, below the 30 per cent level. There is, 
however, nothing magical about the Plimsoll line of 
bank liquidity, and taking seasonal influences into 
account, some banks are prepared to see the ratio 
below 30 per cent without taking any major action 
in the realization of investments. 

At the same time it is clear that 44 per cent Bank 
rate and its attendant stiffening measures is having 
the classical effect on the banking system. What 
remains to be seen is whether the effect will be pushed 
through to a broader sphere. So far the banks and the 
discount market have borne the brunt of the Govern- 
ment’s credit restriction measures. 


C.I.C. Procedure 


Although there is no present prospect of modifying 
the scope of the Committee, some improvement in 
Capital Issues Committee procedure is being con- 
sidered. - Temporarily, the Committee’s continued 
existence is justified by the reimposition of a curb on 
raising new capital for hire-purchase finance pur- 


* 


poses but that need not, and apparently does not, 
blind the authoritative eye to the fact that the proce- 
dure needs overhaul. 

One immediate suggestion wil inevitably be that 
the Committee should give full reason why consent 
to a new capital issue should be withheld. Failure to 
give reasons for its decision has made the Committee 
open to the ‘Star Chamber’ criticism which has been 
levelled at it — and not without good cause. 

Another immediate point concerns capitalization 
of reserves. Since such an operation does not raise 
money there is no logical reason: why it should need 
C.I.C. consent at all. But scrip bonuses, scrip issues 
or capitalization issues, whatever they may be called, 
are such a tender subject that "or political reasons J 
control is hardly likely to be lifted. 


New Zealand Faper 


The Commonwealth Development Finance Co, now 
just into its third year, is making-a substantial invest- 
ment in the Tasman Pulp & Paver Co. The finance 
company is taking up {24 milion of 5} per cent 
fifteen-year debentures at par and 500,000 £1 ordinary 
shares also at par. The Tasman cempany is an integral 
part of the Murupara project sponsored by the New 
Zealand Government for using the log supply from 
the Kaingaroa State Forest devzloped over the past 
thirty years. 

Albert E. Reed & Co, the British paper group, 
agreed to take up 1,500,000 ordinary shares in the 
Tasman company last October and is providing 4 
technical and research facilities: The New Zealand 
Government has a substantial, but not controlling 
interest in the Tasman equity, and there are also 
public shareholders in the company. In fact, an issue 
of 500,000 new shares to the bublic is now being 
made in New Zealand. Last August there was a 
public issue of £2 million debentures and a further 
£1 million is to be issued later this year. 

The Commonwealth Develcpment Finance Co 
was formed in March 1953 following a recommenda- 
tion by the Commonwealth Economic Conference in 
December 1952, although the initial conception of € 
the company was Lord Bruce’s. Df the £15 million of 
share capital, £84 million of ‘A’ shares is held between 
ninety-one industrial, mining, shipping and banking 
companies, and firms in the Uaited Kingdom, with 
£,6% million of ‘B’ shares held bythe Bank of England. 


Congratulating A FEI. 


Congratulations to Lord Chandos, the chairman of 
Associated Electrical Industries Ltd, and to his board 
of directors on their decision to: publish a half-yearly 
statement of the group’s pragzess. This is just the 
lead that the business world haz been needing. 

Lord Chandos, who will protably always be better 
known as Mr Oliver Lytteltor, -eturned from politics 
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last year to resume his leadership of the A.E.I. group, 
which includes such names as British Thomson- 
Houston, Ediswan, and Metropolitan-Vickers. Most 
things electrical, from domestic appliances to heavy 
machinery, come from its workshops. Among new 
export orders obtained last year was a £7 million 
contract for roo new train units for the Rio de 
Janeiro suburban services which were originally 
electrified by Metropolitan-Vickers in 1936. 

The intention at the half-year is to publish ‘as full 
a progress report as is practicable’. This, we under- 
stand, does not mean full accounts on the annual 
scale. The report will probably be on the lines of the 


statement of profits and dividend issued as a prelimin- ` 


ary to the annual accounts. The computation of profits 
will be based on book stocks, the physical stock-taking 
still being an annual event. The figures will not be 
audited but will, of course, have behind them the 
group’s internal audit system . 


New Approach 


The new approach to the question of more frequent 
company reporting, which this decision shows, is 
further strengthened by the announcement by Lord 
Chandos at the annual meeting that ‘we may add 
some smaller progress report quarterly’. At present 
he sees ‘some danger of a quarterly report being more 
misleading than informative’. The board, he added, 
wish to gain experience of the six-monthly progress 
report before committing themselves to quarterlies. 

There is, however, an earnest of the board’s 
intention. They have decided to pay dividends 
quarterly as a help to investors financially and as 
something which should strengthen the link between 
shareholders and the company, and promote their 
interest in it. 

Apart from the immediate considerations, the 
decision of the A EI board has ari element of subtle 
humour in it. Readers will remember that the public- 
ation of half-yearly statements by public companies 
was urged a short while ago by Sir John Braithwaite, 
the chairman of the London Stock Exchange, a plea 
that was abruptly turned down by the Institute of 
Directors. Lord Chandos is the President of that 
Institute. 


Incorrect Accounts 


We reprint this week the accounts of the Swithin’s 
Investment Co Ltd for the year to November 3oth, 
1954 -and accounts in this case mean two balance 
sheets and two profit and loss accounts. Only one 
set of accounts, of course, can be the accounts of the 
year. How two came to be issued is interesting and 
instructive. 

The first accounts were issued with a notice dated 
January 21st, 1955, calling shareholders to an annual 
general meeting to be held on February 16th. The 
meeting was, in fact, adjourned until March 16th in 
order that a detailed reply could be prepared to a 
question raised by a shareholder. The accounts were 
not adopted and no other business was transacted. 
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What the question was is not recorded but in the 
course of preparing the reply, an entirely different 
factor became apparent making the accounts, as they 
were presented, incorrect. 

The facts are set out in a letter to shareholders 
dated March 7th which accompanied’ the revised 
accounts and notice of the same date of the adjourned 
meeting. The business of the adjourned meeting was 
the passing of a resolution for further adjournment 
until March 31st to enable the revised accounts, to be 
in the hands of shareholders for the statutory period 
of twenty-one days. 


Investment Values 


The directors, in their letter, reminded shareholders 
that the current value of the company’s investments 
had been below their cost. Current value, therefore, 
had rightly been brought into the accounts with any 
appreciation from one year to the next credited to 
the profit and loss account. For the year to November 
30th, 1954, however, for the first time for many years, 
the current value exceeded the cost, a position which 
unfortunately was overlooked. 

The directors explain that the excess of current 
value over cost is not a realized profit at the date of 
the balance sheet and as the company is a finance 
company, it is not a profit in the accepted accountancy 
sense. It only becomes a profit to be transferred. to 
the profit and loss account when the investments are 
realized. Consequently, the directors state, the 
investments should be shown in last year’s accounts ` 
at their cost or current value (or if unquoted, at 
directors’ valuation) whichever is the lower. 

This means, they state, that the figure of £130,794 
shown in the original profit and loss account as 
‘appreciation of investments’ must be restricted to 
£21,894. As it is still necessary to write off £61,764 
from investments, the alteration results in a loss for 
the year of £10,821. 

In the circumstances, the directors determined to 
withdraw the first accounts and to submit fresh 
accounts and a new directors’ report. They point out 
that this in no way affects the company’s financial 
stability. The value of the investments at accounting 
date remains at {221,615 as shown in the original 
balance sheet but for the purpose of the accounts, 
part of this amounting to £108,900 must be ignored 
as it had not then been realized. 

The recommended 5 per cent dividend stands, 
which, with the loss for the year, is covered by 
transfers from provisions no longer required, and 
reserves. 


Money Market 


Applications for Treasury bills on April rst totalled 
£408,535,000 and the markets bid was maintained 
at {99 rs od at which 48 per cent of requirements was 
obtained. The average rate was nearly a penny lower 
at £3 15s 10°33d per cent against the previous week's 
£3 15s 11-21d per cent. This week the amount of bills 
offered will be reduced to £250 million. 
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CURRENT LAW 


Contract for Sale of Goods 

In Rusholme and Bolton and Roberts Hadfield Ltd v. 
S. G. Read & Co (London) Lid (Law Journal, 
January 21sts 1955) the plaintiffs sued for breach of 
contract. An Australian company ordered textiles, 
through the defendants as a confirming house, from 
the plaintiffs, but later cancelled the order. The 
defendants had confirmed to the plaintiffs in a docu- 
ment in which full details of the goods were given and 
on which they, the defendants, were named as pur- 
chasers. The only reference to any other transaction 
was a memorandum at the bottom of the document 
‘In confirmation of your agents’ indent No. 14’. 

. Pearce, J., held that the defendants had assumed 
the liability of principals and the indent was not the 
real contract. They were thus liable for damages for 
breach of contract. 


Mortgage: Redemption 

Landlords granted a lease to M. for a term expiring 
in 2010. M. assigned to the plaintiffs, who executed a 
registered legal charge in favour of M. The plaintiffs 
failed to pay the rent and in default of appearance an 
order for possession was given against them. They 
appealed, obtained an order for relief, but did not 
fulfil the conditions. M. later obtained relief under 
the Law of Property Act, 1925, Section 146 (4), and 
the plaintiffs sued M. for redemption of the premises 
comprised in their charge. 

Upjohn, J., held that M.’s relief order was in effect 
the grant of a new lease and not an assignment of the 
original term. But the new lease must be regarded as 
a substituted security and was subject to the plaintiffs’ 
right to redeem their registered charge. (Chelsea 
Estates Investment Trust Co Ltd v. Marche and Others 
(Law Times, January 21st, 1955).) 


Sale of Goods: Cancellation 

The plaintiffs in W. L. Thompson Ltd v. R. Robinson 
(Gunmakers) Lid (Law Times, January 21st, 1955) 
sold a car to the defendants, the order being later 
cancelled. The car was returned to the plaintiffs’ 
suppliers who did not ask for compensation. The 
plaintiffs now sued for loss of profit. 

= Upjohn, J., held that they were entitled. Even if 
for the purposes of Section so (3) of the Sale of 
Goods Act, 1893 (which dealt with the question of 
damages where there was an available market for 
the goods), the whole of the trade and marketing 
organization had to be taken into consideration in 
determining whether there was an available market, 
yet it would not in the present case be just to apply 
Section so (3). The plaintiffs had sold one car less 
than they would otherwise have done. 


Corporate Body as Receiver for Limited 
i Compan 
In Portman Building Society v. Gallwey (Solicitors 
Journal, February 5th, 1955) a company mortaged 
certain property (the subject of an earlier mortgage) 
to the plaintiffs and the defendant became a surety. 


Under the earlier mortgage a corporate body had 
acted as receiver from the date of the company’s 
default in 1939. The first mortgagees had agreed 
that their mortgage should be postponed to the 
second mortgage. 

In 1953, the second mortgagees sought to recover 
against the surety, who pleaded the Limitation Act, 
1949, Maintaining that since a corporate body could 
not act as a receiver, the payments to the plaintiffs were 
not acknowledgments of the debt and the ostensible 
recelvers were not agents of the mortgagors under 
Section 109 (2) of the Law of Property Act, 1925. 

Wynn-Parry, J., agreed with this point of view. 
The language of Section 396 (1) of the Companies 
Act, 1929 (now Section 366 of the Act of 1948), “vas 
quite clear. There was thus no contractual relation- 
ship between the body corporate and the company 
in liquidation. Thus the plaintiffs’ claim failed. 


Settlement: Investment Powers 
In Re Brassey's Settlement; Barclays Bank Ltd v. 
Brassey (Solicitors Fournal, February 26th, 1955), 
the question arose whether a power to invest ‘in 
stocks of any British colony or dependency’ included 
a power to invest in the stocks of certain Canadian 
companies. 

Danckwerts, J., referred to Re Maryon-Wilson’s 
Estate ([1912] r Ch. 55), in which the Court of Appeal 
held that the constituent provinces of Canada were 
not colonies or dependencies. Since 1931 it had been 
impossible to hold that Canada was a colony or 
dependency and accordingly investments in Canada 
were outside the investment powers. 


Sale of Undivided Share in Land 

The plaintiff and defendant in Cooper v. Critchley 
(Soltcitors’ Journal, February 26th, 1955) were joint 
tenants in fee simple on trust for sale of a property 
which they had leased to a company of which they 
were the sole directors and sole shareholders. 
Negotiations were started and conducted by letter 
and telephone for the sale of the plaintiff’s interest in 
the property and the company to the defendant and in 
time the terms of an alleged agreement were put into 
writing by the defendant’s solicitors, but were never 
signed by him. He refused later to proceed and the 
plaintiff sued for specific performance. 

The Court of Appeal held that the claim failed, 
there being no memorandum in writing signed by the 
party to be charged, within Section 40 (1) of the 
Law of Property Act, 1925. Moreover, no binding 
contract had been entered into. For certain purposes 
proceeds of sale under a trust for sale are converted 
into personalty; yet an interest in proceeds arising 
under a trust for sale is an interest in land within 
Section 40. In this case, the contract must be 
regarded as a contract for the sale of an interest in 
land, where the parties were joint tenants and joint 
lessors and the purchaser would, subject to the lease, 
acquire the whole estate, legal and beneficial. 
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FOR STUDENTS 


H.M.S.0. PUBLICATIONS 


[From time to time it is proposed to review, in these 
columns, some of the regular publications of H.M. 
Stationery Office which are of particular interest to 
students. Copies of the respective publications may 
be obtained through Gee & Co (Publishers) Ltd, 27-28 
Basinghall Street, London, EC2.] 


Economic Trends 


Economic Trends is the title of a monthly publication 
which has only recently made its appearance. It is 
priced at 2s net. 

This booklet gives, in graph and table form, key 
statistics concerning economic trends in the United 
Kingdom. The information is taken for the most part 
from the larger monthly publication Monthly Digest 
of Statistics (price 4s 6d), but by careful selection of 
contents and the addition of charts, the smaller booklet 
is a much more attractive publication for easy reading. 

The contents are as follows: 

Man-power: 

Distribution of man-power in Great Britain; 
Unemployment and employment vacancies unfilled. 
Production: 
Index of industrial production; 
Coal, gas and electricity; 
Steel; 
Textiles; 
Household goods; 
Motor-vehicles and shipbuilding; 
Building in Great Britain. 
Raw materials: 
Consumption and stocks. 
External trade and balance of payments: 
United Kingdom imports and exports; 
Trade of North America with the Sterling Area; 
Gold and dollar reserves and the European Payments 
Union. 

Finance: 

Exchequer ordinary revenue and expenditure, security 
yields, currency circulation and National savings; 
London clearing banks, capital issues, and profits and 

dividends of public companies. 

Prices, earnings and personal expenditure: 

Import and export prices and terms of trade; 

Wholesale prices, retail prices, wage rates and 
earnings; 

World prices; 

Personal expenditure and retail trade. 


It is impossible to review much of this in the space 
available, but to give the reader an indication of how 
much information is available, and how seemingly 
irrelevant details later become vital statistics, the 
following paragraphs show the scope of this publication. 


Unemployment 


Details are given not only of the total numbers of men 
and women unemployed, but also an analysis showing 
whether they are ‘temporarily stopped’, ‘unemployed 
not more than eight weeks’, or ‘unemployed more than 
, eight weeks’. The textile slump in 1952 is reflected in 

the fact that in July 1952 there were 216,500 workers 
registered as being unemployed, the highest figure for 
very many years; of these, 114,300 had been engaged 
in the textile industry. 


Household goods 


The charts showing the production of television sets 
and domestic refrigerators bear careful comparison, 
as the former have an annual peak in November, 
whilst the latter have their peak in May. The drop in 
the ‘off? months is as much as so per cent of total 
production, and the obvious interpretation of this is 
that many firms switch their productive capacity 
according to the season. The statistics also indicate 
that little time elapses between manufacture and retail 
marketing, for the production figures are barely a 
month in advance of the times at which one would 
expect peak retail demand. 


Gold and dollar reserves 


The reader who inserts the changes in Bank rate on 
the chart showing gold and dollar reserves will at 
once see the relationship between these items. The 
charts also show the settlements effected through the 
European Payments Union, and the position as to 
‘balance of payments’ at once becomes apparent. 


Exchequer revenue and expenditure 


The accountancy student will find particular interest 
in the statement showing the cumulative monthly 
revenue and expenditure of the Exchequer. The charts 
show that with every fiscal year, a large deficit is 
accumulated until December, when the position 
rapidly changes to a net surplus. This is a clear 
reminder that the majority of income tax and surtax 
is payable on January rer annually! 

Economic Trends contains a wealth of information, 
and as a single issue gives comparative details for 
periods of three to five years, its interest does not 
lapse with a new issue. As a concise and factual 
commentary on the changing pattern of our economy, 
it is a booklet that will amply repay a little study. 


PARTNERSHIP ACCOUNTS 
Life Assurance 


When one partner of a firm dies, it is usually desirable 
that his estate should receive in cash that share of the 
partnership assets to which he is entitled. The payment 
of such a sum will usually incur the partners remaining 
in some difficulties unless some provision is made for 
this in advance. Thus, in a partnership of two persons 
each having a capital of £5,000, the surviving partner 
might experience considerable difficulty in having to 
find a further £5,000 in cash with which to purchase 
the deceased partner’s share. 

A joint life assurance policy is therefore frequently 
effected for such a purpose, and the policy proceeds 
are payable on the first death of a partner. 

There are two methods by which this item can be 
treated in the books of account. 

Under the first method, the premiums are charged 
to profit and loss account annually, and no entry 
appears in the balance sheet of the existence of the life 
assurance policy (with the exception, perhaps, of a 
note). When a partner dies and the policy proceeds 
are received, this will be distributed between all 
partners (including the deceased) in the ratio in which 
they shared profits and losses and, accordingly, the 
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capital of the deceased partner will be increased by the 
share of the life assurance policy. Although this will 
then increase the total liability of the firm to the 
deceased partner, the whole of the partnership policy 
proceeds will be available for this purpose, and the 
large amount of cash thereby available should usually 
enable the business to be continued without difficulty. 

Under the second method, the policy premiums are 
treated as investments annually, and are shown on 
the balance sheet as an asset. After the second year, 
when the policy will normally acquire a surrender 
value, the balance sheet value of this asset may be 
adjusted, by debit or credit to profit and loss account, 
to the surrender value of the policy. When the policy 
proceeds are received, it will then be necessary to 
credit the profit and loss account with the excess of 
proceeds over the balance sheet value (debiting the 
policy account); the policy account will then be closed 
by the (credit) posting of cash received. 

The choice of the method to be adopted is entirely 
one of personal preference, but it is important to note 
that when there is any change in the ratio in which 
the partners share profits and losses (e.g. admission of a 
new partner, or retirement of a partner), the second 
method must be adopted, and an asset account must 
be raised for the cost price or surrender value of the 
policy at the date of the change in profit-sharing ratios, 
and the respective capital accounts of the partners at 
that date will be credited with that amount. If the new 
partnership, or the partners under the new arrangement, 
do not wish to show this asset in the balance sheet, it 
may then be written off by debiting partners’ capital 
accounts in the new profit-sharing ratio. 


MERCANTILE LAW 
Negotiability and Assignability 


Students frequently have difficulty in differentiating 
between the legal terms ‘negotiability’ and ‘assign- 
ability’. 

When a cheque is crossed ‘Not negotiable’, does 
that mean that the cheque cannot be assigned to another 
person? Similarly, can an instrument be assignable 
without being negotiable? 

A negotiable instrument was defined by a judge as: 

‘One, the property in which is acquired by anyone 
who takes it bona fide and for value, notwithstanding 
any defect of title in the person from whom he took it; 
from which it follows that an instrument cannot be 
negotiable unless it is such, and in such z state, that the 

. true owner could transfer the contract or engagement 
contained therein by simple delivery of the instrument.’ 

The simplest and most common test which can be 
applied to an instrument to decide whether or not it is 
negotiable, is to consider whether a thief could give a 
good title to the instrument. Generally, the following 
instruments are negotiable: 


(1) Bills of exchange. 
(2) Cheques. 

(3) Promissory notes. 
(4) Dividend warrants. 
(5) Bearer securities. 


On the other hand, certain instruments are, normally, 
not negotiable, and these include postal orders, share 
certificates and J.0.U.’s. 

Assignability, however, merely implies that the title 
to the instrument can be assigned to another party. 
Thus, stocks and shares can be assigned to a purchaser 
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and, accordingly, a share certiñcate of a public com- 
pany is an assignable instrument, but it is not negoti- 
able, 


Cheques which are crossed ‘Not negotiable’ have, 


E? 


therefore, their character of negotiability destroyed by ` 


such crossing, but this does nct, in any way, prevent 
their being assigned. Hence, a merchant receiving in 
payment of his account a cheque so crossed, may assign 
it to his own creditor for value; but if for any reason 
there is a defect in the title of the person receiving the 
cheque in the first place, the person receiving the 
cheque in the second place will have no legal claim 
against the drawer of the cheque. 

Negotiability, therefore, implies that the title to the 
instrument passes by simple delivery; assignability 
recognizes that, by some act of the owner, usually one 
of endorsement, the title may be passed to another 
person. In many cases both negotiability and assign- 
ability are found in the same document, but frequently 
a document is assignable without being negotiable. It 
follows from the foregoing that a document cannot be 
negotiable without also being assignable. 


GENERAL COMMERCIAL KNOWLEDGE 
Bulls and Bears 


As with the majority of old-established institutions, the 
Stock Exchange has a language of its own, and the 
expressions ‘Bulls’ and ‘Bears’ are two of the more 
peculiar words in its vocabulary. 

A bull is a person who buys shares that he does not 
intend to retain, in the hope that the price will rise 
before he is called upon to pay for them. 

Stock Exchange accounts run for periods of two (or 
occasionally three) weeks, and it is also possible with 
most shares to buy for ‘new time’. Under the latter 
arrangements, a bargain (i.e. a transaction) can be made 
on any of the last four business days of one account, 
so that by the addition of a small premium, delivery 
and payment are not due to be made until the settling 
day of the following account: this facility will give a 
bull nearly three weeks ‘run for his money’ in a normal 
two-week account. 

It may also be possible to carry forward a bargain 
into the next account by arranging a continuation, 
more properly known as a ‘contango’. 

The majority of small speculators on the Stock 
Exchange are bulls, since it is the most attractive 
manner in which one may make a profit, by buying 
cheap and selling dear. The preponderance of bulls in 
a market, however, tends to reduce automatically any 


} 


profits which may be derived from ‘bulling’, and . 


although there are still many capital profits derived 
from such operations, bulls are by far the most 
numerous of all the Stock Exchange ‘animals’. 

A bear is a person who works on the opposite 
principles: he sells shares which he does not own in 
the hope that he will be able to buy them cheaper 
before the end of the account period, when he will be 
called upon to deliver these shares. It will be seen that 
whilst a bull hopes for prices to rise, a bear hopes that 
they will fall. | 

‘Going a bear’, as it is termed, is a rather more 
hazardous risk than ‘going a bull’. This arises from the 
fact that the bull is aware of the maximum amount of 
his loss at the outset of his operation: he cannot lose 
more than the total purchase price of the shares, since 
the shares cannot be worth less than nothing (assuming 
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+ that they are fully-paid shares). To a bear, however, 
there is in theory no maximum to his possible loss, 
since the higher the price of the shares rises the greater 
will be his loss, and there is (in theory) no maximum 
price to which the shares might rise. As an example of 
this, a bear might buy gold-mining shares at 2s each 
in the hope that they would drop to 1s each, only to 
find that within a day or two a new seam of gold was 


THE ACCOUNTANT 


409 


discovered and the price thereupon progressively rose 
from 2s to ros, 20s, 50$, and so on. 

A bear has, therefore, always a greater risk than a 
bull, and this feature, coupled with the fact that many 
people do not realize it is possible to sell shares which 
they do not own, usually results in there being fewer 
potential bears than potential bulls in the financial 
world. 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND 


ANNUAL GENERAL MEETING 


The annual general meeting of The Institute of 
Chartered Accountants of Scotland was held at 218 
Kor Vincent Street, Glasgow, on Wednesday, March 
zoth. Sir John L. Somerville, C.A., F.R.S.E., was in 
the chair. 


EXTRACTS FROM 
THE PRESIDENT’S ADDRESS 


In the course of his address, the President said: 


One Hundredth Birthday 


“The year 1954-55 has been a most important one in the 
history of the Institute and, I feel, a landmark in the history 
of the whole accountancy profession. 

‘We as an Institute are the first of the modern accountancy 
organizations to have passed our one hundredth birthday, 
and our centenary accordingly marked the one hundredth 
birthday of the profession. This fact was recognized by the 
large number of eminent representatives of other account- 
ancy organizations who honoured us by their presence at 
`. our centenary celebrations in Edinburgh last June. 

‘While our principal celebrations, so far as the whole 
profession and the world at large were concerned, were held 
last June, it would obviously have been unthinkable that 
the occasion should pass without fitting ceremonies and 
functions in the Second City of the Commonwealth, from 
which our Scottish Institute derives so much of its strength, 
both in man-power and in financial resources, and the 
obvious date to select was March 1sth, rose — the one 
hundredth anniversary of the granting’of the Royal Charter 
to The Institute of Accountants and Actuaries in Glasgow. 

“The functions that were held here in Glasgow on that 
day and on the previous evening, when we were most 
generously and hospitably entertained at the City Chambers 
by the Lord Provost and Magistrates, were, I think it is 
. generally agreed, very successful and suited to the more 
domestic atmosphere that the Council had envisaged as 
compared with the celebrations last June. “Domestic” is, 
of course, a relative word when one realizes that over 2,000 
people attended one or more of the ceremonies or functions 
in Glasgow on March 14th and 15th. 

"We have now come to the end of celebrating centenaries, 
at least until 1967, and the way is now clear for the members 
of the Scottish Institute to go forward into the future in 
brotherhood and unity. 


Overseas Members 


‘During my two years as President of the Institute I have 
been privileged to meet large numbers of people — not only 
r members of our own Institute, but the leaders of other 
accountancy organizations at home and overseas. The 
membership of our own Institute is spread throughout the 
civilized world and, although we at home may not often 
see our members overseas, they do not forget — and we must 


not forget — that we are all members of one Institute. 

‘I was particularly happy last autumn to meet our members 
in Toronto and in Montreal and was most struck by their 
keen interest in our Institute’s affairs. They seemed to like 
the chance of meeting and questioning the President and 
Secretary of the Institute and I think that our visit will, 
among other things, help to ease the paths of some of our 
younger members who will be making their careers in 
Canada. 

‘While speaking of Canada I would emphasize that our 
relations with The Canadian Institute of Chartered Account- 
ants and with the provincial Institutes in Ontario and 
Quebec were strengthened by our visit and we were indeed 
grateful for the many kindnesses which we received from 
them. The Canadian Institute is about the same size as our 
own and much that is useful and instructive can be learned 
by a comparison between their organization and our own. 

‘Before Mr McDougall and I went to Canada we were 
the guests of The American Institute of Accountants at 
their annual meeting in New York. American hospitality is 
proverbial, but in spite of this the kindness and generosity 
of our hosts were really beyond description. For most of 
our journey we were in company with Mr D. V. House and 
Mr A. S. MacIver, the President and Secretary of the 
English Institute, and Mr Bertram Nelson, the President 
of The Society of Incorporated Accountants, and I feel that 
our journey helped us, not only to get a better understand- 
ing of conditions affecting the profession in the United 
States, but also to promote even closer liaison between us at 
home in the United Kingdom, 


Importance of Relations with Other Bodies 


“The accountancy profession, like industry and commerce, 
covers the world and we attach great importance to our 
friendly relations and exchanges of views with other 
accountancy bodies. We are particularly grateful to the 
Nederlands Instituut van Accountants for their hospitality 
to our representative at their Accountants’ Day last October, 
and to The New Zealand Society of Accountants, at whose 
recent convention Mr F. A. Ritson, a member of be Council, 
has been our representative. 

‘In the United Kingdom the accountancy profession is 
not “closed”, but in many countries overseas the doors are 
shutting and the traditional outlets for Scottish chartered 
accountants are tending to become fewer. We must recog- 
nize the problems of these other countries, and I am con- 
vinced that good relations with accountancy bodies overseas 
can not only help the cause of international understanding, 
but will be of very direct benefit to many of our 
members in the future. 


Retirement Benefits 


‘Another subject of great importance which is touched on in 
the annual report is that of retirement benefits for members 
who are self-employed. 
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- “The demand for whole-time accountants in industry and 
commerce still appears to be insatiable, but the accountant 
in public practice is no less necessary than he ever was, 
and it is to him we must look to train the new generations 
of members who will ultimately find their way into industry 
or commerce. 

‘Public practice — or private practice — whichever you care 
to call it — must continue, but its continuance is threatened 
by the inequitable position which at present prevents the 
self-employed accountants from making provision for their 
eventual retirement on terms comparable with those who 
are able to join superannuation schemes in commerce or 
industry. Professional bodies are interesting themselves 
actively in this subject, both jointly and severally, and we, 
as an Institute, are playing our full part. I hope that on 
April rth the Chancellor of the Exchequer will have some 
good news for us in his Budget proposals as, unless the 
Government is prepared to modify the present taxation 
position in this matter, nothing effective can be done to cope 
with this very serious problem. 


System of Examination and Training 


“The report refers to the work of the Council’s Special 
Committee on Examination and Training of Apprentices, 
of which Mr Thomas Lister is Convener. It would be 
premature for me to go into that subject in any detail. I may 
tell you, however, that the Committee is hard at work on a 
complete review of the whole of our system of examination 
and training, and I have no doubt that their report will 
make most interesting reading when it emerges. We of the 
Scottish Institute take pride in the thought that our system 
of training and examination is second to none, but it 
behoves us to consider from time to time whether any 
changes in our system are called for to meet new develop- 
ments in the affairs of the profession... .’ 


OFFICE-BEARERS FOR 1955-56 


At the meeting, Sir Ian Bolton, Bt., O.B.E., H.M.L,, 
J-P., C.A., of Glasgow, was elected President of the 
Institute and Mr G. I. Stewart, M.C., C.A., of Edinburgh, 
was elected Vice-President. The following were elected 
members of Council: 


_Messrs Thomson D. Aikman, B.COM., C.A. (Aberdeen), 
*D. S. Anderson, GA, (Edinburgh), *J. W. Andrew, M.C., 
C.A. (Glasgow), Norman J. Bird, GA, (Dundee), *Sidney 
Braid, GA, (Dundee), Professor Robert Browning, M.A., 
LL.B., C.A. (Glasgow), Messrs *J. T. Dowling, c.a. (Glasgow), 
W. I. French, D.S.O., O.B.E., T.D., C.A. (Glasgow), J. H. 
Johnston, c.a. (Glasgow), R. G. J. Kirk, c.a. (Dumfries), 
Thomas Lister, M.A., C.A. (London), SA. N, E. McHaffie, 
B.COM., C.A. (London), Alexander McKellar, GA. (Glasgow), 
C. G. M. Pearson, CA. (Edinburgh), Charles Reid, p.s.o., 
M.A., C.A. (London), E. Birnie Reid, ops, T.D., C.A, (Aber- 
deen), F. A. Ritson, J.P., F.S.A., C.A. (Elgin), *A. T. Scott, 
M.B.E, C.A. (Ayr), Graham A. Usher, M.B.E., T.D., C.A. 
(Edinburgh), *J. Whitton, M.A., B.COM., C.A. (Edinburgh), 
*James Whitton, M.B.E., T.D., M.A., C.A. (Glasgow), 


EXTRACTS FROM THE PRESIDENT’S 
ADDRESS TO THE NEW MEMBERS 


One hundred and fifty-six new members of the 
Institute were admitted and, in the course of his 
address to them, Sir Ian said: 


“You are another year’s entry to a profession whose members 
are univérsaliy trusted, usually believed to be reliable and 
absolutely honest and of unquestioned integrity, and I beg 
of you never to forget that — and I am sure you will not. 
At the moment, you may be rather bored by being addressed 
like this, but I would say to every one of you that I am 
perfectly certain that some time in the future you will have 


* Newly-elected member. 
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temptation come in your way which, if you yield to it, may_, 


do something to lower the standard which you have been 
set. That is really by way of warning, and I would like to 
make one or two comments. 


Keep Up to Date 


‘If you remain in the profession, you must keep up to date; 
you have an awful lot to learn, but you will find that is 
because many of you will go off into National Service direct, 
and you will have to learn on your return all that has 
happened during the two years you were away. 


Learn the Trade 


‘Then, if you go into commerce, I do suggest to you that, 
whatever trade you are in, in addition to being a chartered 
accountant, you learn the trade.... 

‘Find out about the trade that you are working in and 
then you will be, not only an expert, Lut a double-expert. It 
will pay you. Please go on learning. 


Costing 


“I know that all of you found certain of the examinations, 
in your opinion, far too hard at various times, but you have 
surmounted them now and the one I am particularly refer- 
ring to is costing — which is becoming more and more 
important to anyone who goes into industry. Costing comes 
in statistics and investigation. Be ready for management 
at any time. Some of you may find yourselves placed in a 
position in which you have got to help management. 


. Luck 


“We hear an awful lot about luck — luck in this, luck in 
that — but luck is only luck in the sense that, when a chance 
does come along, a man has prepared himself and is 
ready to take it. Í have seen it happen so many times, but 
it is the man’s own work, and kis cwn preparation, that 
has made him ready to take the chance when it came. 

‘Patience. I have seen an awful lot of people’s early 
careers wrecked by impatience. De anxious to get on, but 
be very careful about not being toe impatient. You spoil 
yourselves very often by being impatient. 


r 


‘And another most important thing — please do not let ` 


chips grow on your shoulders. They will hurt you far more 
than they will hurt anyone else. Please smile your way 
through life and enjoy yourselves and do not allow your- 
selves to take it badly. , 


See the Things that Really Matter 


‘Another point is — will you try end learn to see through 
problems to the things that really matter? In Kidnapped, 
when David Balfour was going away from the West of 
Scotland — further West than Glasgow! to the really 
civilized City of Edinburgh, the old dominie called him 
and had a talk with him, and said, “David, be aye souple 
about immaterial things”. You know, accountants can be 


terribly rigid about things which do not matter in the . 


least. Please be souple about immaterial things. Find out 
the things which really do matter and then you will get 
somewhere — at least I think you will. 


Hang on to the Fundamentals of the Profession 


‘And finally, again, hang on even more firmly to the 
fundamental things of your profession that I have mentioned 
a few minutes ago. I do not know what is going to happen 
to you, scattered across the world and in all sorts of different 
jobs. You may not, I think, all hope to make a fortune — 
the Chancellor of the Exchequer may not allow you to~ 
but it will certainly be your own fault if you starve. You 


should all be able to do reasonably well, some better than ° 


others, if you go on those lines that I have indicated to you, 
and you will be able to feel that you have earned the 
respect and trust of your fellow men. I do not think you can 
want anything more.’ ; 
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THE ASSOCIATION OF . 
CERTIFIED AND CORPORATE ACCOUNTANTS 


Extracts from the Report of the Council for 1954 ° 


The fiftieth annual general meeting of The Association of 
Certified and Corporate Accountants will be held in the 
Queen Mary Hall, Y.W.C.A. Building, Great Russell 
Street, London, WCr, on Tuesday, April 26th, at 12 noon. 

We give below extracts from the report of the Council 
for the year 1954. 


EXTRACTS FROM THE REPORT 


President and Vice-President 
At a meeting of the Council held on April 27th, 1954, Mr 
William Macfarlane Gray, Stirling, and Mr Alan Charles 
) Shipley Meynell, London, were elected President and 
“Vice-President, respectively. 


Council and Committee Meetings 
During the year, 9 Council meetings and 118 committee 
meetings were held. There were also 71 meetings of joint 
committees, delegations, etc. 


Membership 
During the year, 458 new members were admitted to 
membership; 3 were readmitted; and 75 associates were 
advanced to fellowship. The membership of the Association 
gt the end of the year was 9,241, consisting of 2,334 fellows 
and 6,907 associates. 


Students and Graduates 
The number of students and graduates (including articled 
clerks) on the register at December 31st, 1954, was 8,248. 
During 1954 there were 1,288 new registrations and 6,880 
renewals; 80 students were retained on the register while 
undergoing National Service. 


Examinations 
The number of new applications to sit the Association’s 
examinations received during the year was 1,966, as com- 
pared with 1,990 in 1953. The number of candidates sitting 
for the June and December 1954 examinations totalled 
3,989, of whom 1,597 (40 per cent) passed. The correspond- 
ing figures for 1953 were 3,793 and 1,634 (43 per cent). 


Certified Accountants’ Jubilee Scholarship 

In December 1953 the Council announced the creation of 
a university scholarship, tenable at the London School of 
Economics, for members and students of the Association 
(see report of the Council for 1953 at paragraph 15). In 
May 1954 the Council made the first award to Norman 
Reginald Tribble, associate, of Tunbridge Wells, who 
entered the university in Michaelmas term of that year. 
The Council is prepared to make a similar award each year 
and invites applications for the 1955 scholarship. 


The John G. Latham Prize 

In September 1954 the Council received a suggestion from 
Mr J. C. Latham, Director (and formerly Secretary) of 
the Association that, in token of his great interest in the 
Association and his long connection with its affairs, he 
should be permitted to endow a fund for the purpose of 
providing an annual prize of ten guineas for the best 
candidate in Section IT of the Final examination each year. 

The Council expressed its deep appreciation of Mr 
Latham’s gracious and generous offer, which it gratefully 
accepted, The prize will be known as “The John C. Latham 
Prize’. A form of trust deed is now being drawn up and 
the first award will be available in respect of the year 
ending with the June 1955 examinations. Subsequent 
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awards will relate to each successive period of twelve 
months. 
Qualifications and Status 

The Council has continued, through the Parliamentary 
and Law Committee, to take such steps as have proved 
necessary to protect the status of the Association and its 
members and to prevent the misuse of its designation and 
designatory letters by those not entitled to them. In this 
latter respect the Council relies very largely on the help of 
members in bringing to notice cases of such misuse and 
looks forward to a continuance of this valuable assistance. 


Golden Jubilee Celebrations 
The Association commemorated its golden jubilee with a 
special programme of activities in London from November 
30th to December 2nd. Representatives of other accountancy 
bodies, both at home and overseas, and of commerce and 
industry, the professions and the public service attended 
as guests of the Association. 


‘Fifty Years’ 
To mark the occasion of the golden jubilee a short history 
of the Association, written by the Secretary and Mr R. T. 
Bell, and entitled Fifty Years, was published shortly before 
the celebrations began. The book has been widely and 
favourably reviewed, 


Annual Conference 1955 
Experience during the past few years suggests that the 
early summer is in many respects not the most convenient 
time for members wishing to attend the annual conference. 
The Council has therefore decided to hold the 1955 
conference over the period September 30th to October 3rd. 


Research 
The Technical Research Committee and its sub-committees 
held thirty meetings during the year. 

The Taxation Sub-Committee has been responsible for 
the production of two practice handbooks entitled The ` 
Residence of Individuals and its Effect on Liability to United 
Kingdom Income Tax and Estate Duty on Business Assets — 
the Effect of the Finance Act, 1954, and is now at work on a 
third study, 

The Management Accounting Sub-Committee also 
completed its first research project, the results of which 
were published under the title Management Accounting: 
A Concise Appraisal in August 1954. The Sub-Committee 
has two further projects in hand which it is hoped will be 
ready for publication in the spring and summer of 1955. 

The General Accountancy Sub-Committee is engaged 
on a long-term investigation in connection with the presenta- 
tion of company accounts. 

The Technical Research Committee also undertook 
the preparation of a survey of existing methods of raising 
finance, which appeared in October 1954, under the title 
Sources of Capital and included a substantial appendix 
containing summarized details of the procedure and con- 
ditions governing applications to the various official or 
specialized agencies providing finance. 

As indicated in the report of the Council for 1953 
(at paragraph 44), a new impression of Accounting for 
Inflation, first published in 1952, is in preparation. A great 
deal of additional and up-to-date information has been 
supplied by a number of overseas accountancy bodies and 
is being considered by an ad hoc sub-committee. The Council 
hopes to publish the second impression of this work during 
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Joint Research Projects 

At the invitation of the British Institute of Managernent, 
the Association is co-operating in two joint research 
projects dealing with (a) management accounting and the 
conservation of cash resources in smal] businesses, and 
(b) the disclosure of financial information to employees. 
Each project is under the’ supervision of a steering com- 
mittee, consisting of representatives of the British Institute 
of Management and of accountancy and other bodies. The 
Association’s nominees are, for project (a), Mr F. A. 
Callaby and Mr Peter Jardine, and for project (6), Mr 
Richard Dawes. 


Estate Duty Anomalies 
As mentioned in the report of the Council for 1953 (at 
paragraph 59), the Association submitted certain recom- 
mendations to the Chancellor of the Exchequer on anomalies 
arising under estate duty law and, in particular, under 
Section eg of the Finance Act, 1940. 

The Chancellor subsequently introduced a number of 
amendments to the law in the Finance Act, 1954, notably 
reduced rate relief on certain industrial hereditaments and 
plant and on the shares of a company owning agricultural 
property. The principal source of difficulty and hardship, 
however, namely, the provisions relating to the valuation 
of shares and debentures, unfortunately remains very largely 
unchanged. The Association recommended that a ‘going 
concern’ rather than an ‘assets’ basis should be applied to 
all such valuations and the Council regrets that the Chancel- 
lor did not feel able to make any real concessions in this 
direction, 

A useful mantal on the amendments introduced by the 
Finance Act, 1954, has been prepared by the Association. 


Committee of Inquiry into the Public Trustee Office 
In May 1954, the Lord Chancellor appointed a committee, 
under the chairmanship of Sir Maurice Holmes, G.B.B., 
K.C.B., ‘to consider the work of the Public Trustee and 
to advise whether any changes should be made in his 
functions or methods of business, in the organization of 
his Office, or in the financial conditions under which he 
operates’, 

At the invitation of the committee, the Association, with 
the assistance of an ad hoc committee of members with 
special experience of trust work, submitted 2 memorandum 
on certain aspects of the matters covered by the terms of 
reference. 


‘The Accountant’ Annual Award 
Messrs Thomas W. Ward Ltd, of Sheffield, gained the 
first Accountant Annual Award (see report of the Council 
for 1953 at paragraph 62) for their report and accounts to 
June 30th, 1953. The presentation was made on behalf of 
The Accountant by the Lord Mayor of London. 

The Editor of The Accountant has subsequently announced 
that two awards will be made for 1955 in respect of reports 
and accounts submitted to shareholders during 1954. 

Entries will be assessed by a panel of judges, under the 
chairmanship of Mr Montagu L. Gedge, a.c., of which 
the Lord Latham is a member. 


Solicitors’ Accounts 

As indicated in the report of the Council for 1953 (at 
paragraph 66) a meeting took place in March of that 
year between representatives of the Law Society and of the 
recognized accountancy bodies to discuss the desirability 
of any amendment of the Solicitors’ Accounts Rules, 1945, 
the Solicitors’ Trust Accounts Rules, 1945, and the Account- 
ant’s Certificate Rules, 1946. 

Following these discussions, the Law Society, on 
April 30th, 1954, made the Accountant’s Certificate 
(Amendment) Rules, 1954. 


Absorption 
For several years past, the report of the Council has 
included reference to the absorption scheme. While discus- 
sions ‘were still in progress, however, such reference had 
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necessarily to be of a somewhat general nature, though it-x 


has always been made clear that at the appropriate time a 
full report would be made to members and that the ultimate 
decision on the proposals would rest with them. . 
As members will be aware, the absorption schem 

envisaged the admission to membership of the Association — 
subject to certain agreed tests of eligibility — of selected 
members of three unrecognized bodies, viz. the British 
Association of Accountants and Auditors, the Faculty of 
Auditors and the Association of International Accountants 
(referred to as ‘the B.F.I. bodies’). Although the B.F.L 
bodies were themselves unable to obtain recognition under 
Section 161 (1) (a) of the Companies Act, 1948, the Board of 
Trade formed the opinion that a number of their members 
were, by reason of long experience and other qualifications, 
of acceptable standard and that if, as had been suggested, 
a new accountancy body were formed out of those acceptable 
members, it might be difficult to refuse it recognition under 
the section. The object of the absorption proposals was, 
therefore, to avoid the formation of such a new, or fourth, 
body and so to create a state of affairs which would enable 


the Board of Trade to give satisfactory assurances that , 


recognition under the section would in future be strictly 


Z, 


limited to bodies which had in every respect achieved the” 


same high standards as those of the existing recognized 
bodies. : 

In 1951 the terms of qualification for admission under 
the scheme were agreed with the B.F.I. bodies and were 
approved by both the Board of Trade and the Co-ordinating 
Committee of the profession. In early autumn 1954 the 
representatives of the Association, after prolonged and 
difficult negotiations, reached agreement with the BEI 
bodies as to the application of the terms so agreed, which 
involved the admission of 911 members of the B.F.I. bodies 
to membership of the Association and of a further 104 
subject to their passing the Association’s Final examination. 

In consideration thereof the B.F.I. bodies were prepared 
to give undertakings that they would not seek recognition 
under Section 161 (1) (a) of the Companies Act, 1948. 
The Board of Trade also stated that they would not grant 
such recognition to any of the B.F.I. bodies or to any body 
formed out of their remaining members; or to any other 
body, existing or to be formed in the future, if it was not of 
the same standard as the present recognized bodies. 

As soon as the negotiations had been completed it 
became necessary for the Association and the B.F.I. bodies 
to submit the terms provisionally agreed to their respective 
members for approval. Accordingly, extraordinary general 
meetings of the four bodies were convened to consider 
special resolutions empowering them to proceed with the 
arrangements. Those of the B.F.I. bodies were held in 
the early part of November and each of them approved the 
scheme. The Association’s meeting was called for November 
18th, but had to be adjourned because the hall was not big 
enough to accommodate the large number of members 
who wished to attend. 

The original resolution, however, included a proviso 
limiting its operation to December 31st, 1954, and as the 
Council was advised that the resolution could not be 
amended, a new extraordinary general meeting had to be 
convened to consider the revised resolution. 

Both the adjourned and the new meeting were held at 
Seymour Hall, London, Wz, on January 24th, 1955. The 
voting on the motion to authorize the implementation of 
the scheme was as follows: 

Show of hands .. In favour 293 Against 340 
Poll ee In favour 7,241 Against 1,295 
The motion therefore failed to secure the necessary three- 

quarters majority and was last. 


Legislation Overseas 
Council has continued to keep under review 


The 


legislation overseas and to take appropriate action where . 


such legislation has seemed likely to prove inimical to the 
interests of the Association or its members. The vigilance 
and co-operation of overseas branches, local societies and 
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local representatives in this work is very greatly appreciated 
by the Council. 


Death of Mr T. E. A. Killip 
The Council deeply regrets to report the death, on November 
24th, 1954, of Mr Thomas Edgar Andrew Killip, a member 
of Council and President of the Association from 1947 to 


949. 

Mr Killip was a member of Council of the Corporation 
of Accountants from 1932 to 1939 and following the fusion 
with the Corporation remained a member of Council of 
the Association until his death. 

The Council desires to record its gratitude for his 
outstanding services to the Association over the past 
fifteen years and to offer its profound sympathy to Mrs 
Killip and her family. 


Retirements from Council 
Mr T. Goodall (Cork) and Mr F. G. Wiseman (London), 
who retire automatically from the Council at this meeting, 
have indicated that they do not propose to seek re-election. 

Mr Thomas Goodall was admitted to the London 
Association of Accountants on September rath, 1905. He 
L was elected to the Council in 1929 and served as President 
from 1936 to 1938 and from 1939 to 1940. 

Mr Frank Guthrie Wiseman was admitted to the London 
Association of Accountants on February 14th, 1921. He 
was elected to the Council in 1934 and served as President 
from 1945 to 1947. 

e Council desires to record its appreciation of the 
valuable services of Mr Goodall and Mr Wiseman to the 
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Association and to express its sincere good wishes for their 
future health and happiness. : 


Membership of Council 
The following members of Council retire in accordance 
with the provisions of article 56 of the articles of association 
and, being eligible, offer themselves for re-election. 

Members in public practice: Mr William MacLeod 
(Glasgow); Mr Cecil Archer Newport (Leicester); Mr 
Joseph Percy Shaw (London); Mr Edgar Spencer (Notting- 
ake Mr William Alexander Whitehead (Newcastle upon 

yne). 

Member not in public practice: Mr Walter Ernest Stepto 
(Bristol). 

The following fellows of the Association have been duly 
nominated and are recommended by the Council for 
election thereto: 

ember in public practice: Mr Michael Francis Mac- 
Cormac (Dublin). 

Member not in public practice: Mr Franklin Arthur 

Callaby (London). 


Staff 

The Council deeply regrets to report the death of two 
members of the staff, Mr G. L. Gough Cooper, chief clerk 
in the general office, on December 28th, 1954, and Mr 
F. J. H. Webbe, chief clerk in the accounts department, on 
January 20th, 1955. Their loyal services and real interest in 
the affairs of the Association will be very greatly missed 
and the Council desires to extend its profound sympathy 
to Mrs Gough Cooper and to Mrs Webbe. 


NOTES AND NOTICES 


Personal 


Messrs LANCASTER & Co, Chartered Accountants, 
of Granville House, 2 Tettenhall Road, Wolver- 
hampton, announce that as from April rst, 1955, 
they have taken into partnership Mr GEORGE 
NORMAN ROBERTS, A.C.A., who has been a member 
of their staff for a number of years. The name of the 
firm will remain unchanged. 


Messrs Burke Covincton & Nasu, Chartered 
Accountants, of 272-4-6 Pentonville Road, King’s 
Cross, London, Nr, announce with regret the death 
of Mr A. H. COVINGTON, senior partner of the firm, 
at his home on March 30th. The practice will 
be continued by the remaining partners. 


Messrs Ropert J. Warp & Co, Chartered Account- 
ants, of 3 Robert Street, Adelphi, London, WCa2, 
announce that Mr M. K. Forster, A.C.A., who has 
been associated with the firm for a number of years, 
has been admitted to partnership as from April 6th, 
1955. The style of the firm remains unchanged. 


Messrs GRAHAM, SMART & ANNAN, Chartered 
Accountants, 22 Charlotte Square, Edinburgh, and 
Messrs Dewar & ROBERTSON, Chartered Accountants, 
18 Alva Street, Edinburgh, announce that their 
practices have been amalgamated as from April 7th, 
1955, and as soon as possible after that date will be 
conducted from 22 Charlotte Square only. The 
partners will be Messrs A. A. Wicuton, R. JAN 
MARSHALL, D. J. Boce, R. J. HENpERSON, R. G. A. 
Brown and M. G. WITTET. 


Messrs CLARKSON, Hype & Co, of 54 Old Broad 
Street, London, EC2, and 5 High Street, Romford, 
Essex, announce that as from April 1st, 1955, they 
have admitted into partnership Mr Dennis SIDNEY 
LLOYD, A.C.A., who served his articles with the firm 
and has since been associated with them. The style 
of the firm will remain unchanged. 


Messrs ALLAN, CHARLESWORTH & Co, Chartered 
Accountants, of 17 St Helen’s Place, London, EC3, 
and of Cambridge, Liverpool and Rangoon, announce 
that Mr W. A. SHAPLAND, F.C.A., F.S.A.A., has retired 
from the partnership as from March 31st, 1955, and 
that as from April 1st, 1955, Mr F. G. ROLLASON, 
A.C.A., has been admitted as a partner. 


Messrs BARNES, DUNN & BOUGHTON and SEWELL 
HutcHinson & Co, Chartered Accountants, of 
Balfour House, 119-125 Finsbury Pavement, London, 
ECz2, announce that as from April 1st, 1955, they 
have admitted into partnership Mr GEOFFREY FELIX 
Horr, A.c.a., who has been with them for a number 
of years. 


Professional Notes 


Mr A. E. Franklin Hole, a.c.a., has been appointed 
to the board of directors of Davenport Vernon & 
Co Ltd, High Wycombe, Bucks, with effect from 
April rst, 1955. 

Mr Hugh H. Pearson, A.C.A., secretary of Hunter- 
Penrose Ltd, has been elected to the board of the 
company. 
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Committee of Inquiry into Horticultural 
, Marketinë 


Among the names of those who have agreed to act 
as members of the Committee of Inquiry into 
Horticultural Marketing, announced by the Minister 
of Agriculture to the House of Commons on March 
30th, is that of Mr F. W. Charles, C.B.E., F.C.A., 
a partner in the firm of Peat, Marwick, Mitchell & Co. 
. The terms of reference of this Committee, whose 


inquiry will cover both Great Britain and Northern | 


Ireland, were published on February 3rd last, as 
being: 

“To investigate the present facilities for and methods of 
marketing home-produced and imported vegetables, fruit 
and flowers, to consider whether the marketing and 
distribution of such products can be improved, and to make 
recommendations.’ 

The chairman of the Committee will be Viscount 
Runciman, opp. A.F.C. 


Obituary 
ARTHUR LYON SMITH, A.C.A. 


We regret to announce the death of Mr Arthur Lyon 
Smith, A.C.A., on March 17th, at the age of 65. 

After serving for four years in the 1914-18 war, 
Mr Smith was articled in the firm of Gray, Stainforth 
& Co, and was admitted an Associate of the Institute 
in 1925. 

He became chief accountant, Continental Express 
Ltd in 1926, later being appointed English manager and 
finally director and manager of that company. He 
was on the eve of retirement when he died. Mr Smith 
was well known in ‘shipping and forwarding’ circles 
and was a founder-member and director of Groupair 
(Cargo) Ltd. 


The Leeds, Bradford and District Society 
of Chartered Accountants 


Membership of The Leeds, Bradford and District 
Society of Chartered Accountants continues to rise, 
according to the report of the committee for the year 
ended December 31st last. The membership now 
totals 553, an increase of 27 on the previous year, of 
whom members in practice number 325 and 
members not in practice 228. 

Several lecture meetings and also regular monthly 
luncheon meetings were held during the year. The 
luncheon meetings took place in Leeds and Bradford 
and afforded an invaluable opportunity for discussion 
of matters of current professional interest. 

The committees of the Huddersfield, Halifax and 
York groups arranged several meetings in 1954 and 
both the Huddersfield and Halifax groups held an 
annual dinner. A note on the activities of the Society’s 
See Yorkshire and South Durham Branch appears 

elow. 

Members of the Society have served on the joint 
committees responsible for the articled clerks’ tuition 
classes held in Leeds and Bradford and also for the 
residential course held at Grantley Hall, Ripon. 

The annual dinner was held in Leeds in November 
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when 383 members and guests attended, including 
the President of the Institute and the Lord Mayor of 
Leeds, and the annual golf competition for ‘The 
Blackburn Cup’ took place at the Harrogate Golf 
Club, Starbeck, in September, being won by Mr 
G. S. Simpson, A.C.A. 


NORTH YORKSHIRE AND SOUTH DURHAM BRANCH 


The membership of the Society’s North Yorkshire 
and South Durham Branch totalled 81 at the end of 
the year. Three lecture meetings were held in 1954, 
each with a good attendance, and members of the 
Branch continued to give their assistance to the 
North Yorkshire and South Durham Chartered 
Accountant Students’ Society. The residential course 
at Grantley Hall was attended by a number of 
students from the area of the Branch. 


ELECTION OF OFFICERS AND COMMITTEE 
At the annual general meeting of the Society, held 


on March 25th, and at the committee meeting, 


afterwards, the officers and Committee were elected 
for the ensuing year as follows: 


President: Mr E. Sugden, F.c.A. 

Vice-President: Mr E. R. Longman, F.C.A. 

Hon. Treasurer: Mr W. W. Powell, F.c.a. 

Hon. Secretary: Mr K. G. Warriner, F.c.a., Martins 
Bank Chambers, Park Row, Leeds, 1. 

Hon. Auditor: Mr G. R. Turner, M.A., F.C.A. 

Committee: Messrs C. W. Allan, B.COM., F.c.A. (Bradford); 
H. H. Blackburn, rF.c.a. (Bradford); H. Bolton, F.c.a. 
(Leeds); Cecil L. Davies, F.c.a. (Leeds); J. C. Dawson, 
F.c.A. (York); A. Dobson, F.c.a. (Leeds); T. W. Hibbert, 
A.C.A. (Bradford); G. N. Hunter, J.P., F.c.a. (Leeds); E. R. 
Longman, F.c.A, (Leeds); G. P. Marsden, a.c.a. (Halifax); 
S. T. Milner, F.c.a. (Harrogate); J. W. G. Mitchell, F.c.a. 
(Bradford); C. D. North, F.c.a. (Batley); W. W. Powell, 
F.C.A. (Leeds); A. Rayner, B.SC., A.C.A. (Leeds); H. L. 
Simpson, F.c.A. (Huddersfield); J. L. Simpson, F.c.A. 
(Bradford); D. Steele, F.c.a. (Bradford); E. Sugden, F.c.a. 
(Leeds); Derek Veale, M.A., F.c.A. (Leeds); Rupert Walton 
F.c.A. (Leeds); Victor Walton, F.c.a. (Leeds); G. D 
Warrington, B.SC., A.C.A. (Huddersfield); K, G. Warriner, 
F.c.A. (Leeds). 

Messrs C. W. Boyce, C.B.E., F.c.a., and Mr E. Duncan 
Taylor, F.C.A., are ex officio members of the Committee, as 
members of the Council of the Institute practising in the 
district. 

The representatives of the North Yorkshire and South 
Durham Branch are Mr H. 
and C. H. W. Sansom, F.c.a., Hon. Secretary. 


> 
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The Reading and District Group of 
Chartered Accountants 


The last meeting of the Group’s 1954-55 winter 
season was held on the evening of March 25th, 
when H.M. Inspectors of Taxes of Reading rst and 
2nd Districts were present. A list of questions and 
points for discussion was put to the Inspectors, and 
their replies and explanations, and the resultant 
discussion, were greatly appreciated by the large 
number who attended. 

Any chartered accountants interested in the 
Group’s activities are invited to get in touch with the 
Hon. Secretary and Treasurer, Mr J. Sewell, a.c.a., 
8 Forbury, Reading, for further information. 


D. Anderson, F.c.a., Chairman, 
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Northern Chartered Accountant Students’ 
Society 


The fortieth annual general meeting of the Soctety 
was held in Newcastle upon Tyne, on March 24th. 
The President, Mr F. M. Kellett, F.C.A., took 
the chair. The Committee’s report and accounts for 
the nine months to December 31st, 1954, a period 
of considerable activity, showing an increase in 
membership of o to a total of 420, were adopted, and 
the following officers and Committee appointed: 

President: Mr F. M. Kellett, F.c.a. 

Chairman: Mr F. S, Thompson, F.c.a. 

Vice-Chairman: Mr P. D. Partridge, B.COM. 

Hon. Treasurer: Mr $, H. Reilly. 


Hon. Secretaries: Messrs J. P. Ord, a.c.a., and J. A. 
Wardropper, A.C.A. 


Committee: Messrs R. P. Winter, F.c.a., *T'. C. Squance, 
O.B.E., T.D., D.L., B.A, F.C.A., J.P., Š. Stark, F.C.A., R. J. 
Churchill, M.A., A.C.A., J. H. Churchill, B. Gillespie, B.A., 
J. W. Lamb, R. H. Nelson, B. Newton, K, Patterson, 
A. Robson. 


Hon. Auditors: Messrs K. Alderdice, A.C.A., and D. G. 
Innes. ` 


Fleetwood Branch Chartered Accountants’ 
Society 


The annual general meeting of the Fleetwood Branch 
Chartered Accountants’ Society was held at the 
offices of Messrs T. and H. P. Bee, 56 Adelaide 
Street, Fleetwood, on March 17th. 

The officers and committee of the Society were re- 
elected as follows: 

Chairman: Mr J. Hopkinson, A.C.A. 


Hon. Secretary: Mr D. H. Preston, A.C.A., 30 Adelaide 
Street, Fleetwood. 


Committee: Messrs D. G, Bee, F.c.a., T. Campsie, A.C.A., 
B. Green, A.c.a., H. Holden, a.c.a., T. Holden, F.c.a., 
J. Turner, A.C.A. 


Chartered Accountants’ Hockey Club 


CHARTERED ACCOUNTANTS e — INSURANCE HOCKEY 
ASSOCIATION 4 


In their first encounter with the Insurance Hockey 
Association at Old Deer Park, Richmond, on 
March 30th, the Chartered Accountants took the 
offensive from the commencement and from a well- 
centred ball by M. A. Charlton, S. D. Rathbone 
scored at close range within the first five minutes. The 
accountants’ forward line gave the Insurance Associa- 
tion defence no respite and 8. D. Rathbone drove a 
hard shot past the Insurance goalkeeper for the 
second time. The insurance defence stiffened and 
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their centre-forward beat J. S. Kinross with a lofting 
shot. 

In the second half, following a quick goal by 
A. P. Harris, the Insurance side took control of the 
game and J. S. Kinross was tested in goal frequently, 
with P. D. Clarke, D. A. Tripp and C. Thompson 
outstanding in breaking up the frequent attacks. With 
the game turning in favour of the Insurance XI, the 
accountants redoubled their efforts half-way through 
the second half. M. A. Charlton broke away on the 
left wing and scored for the accountants. This was 
followed shortly afterwards by a penalty bully which 
S. J. Titcomb won to put the Chartered Accountants 
ahead by five goals to three. Some robust play 
followed and the Insurance XI obtained a fourth 
goal before the final whistle blew. The Chartered 
Accountants were ‘represented by: 


J. S. Kinross (Surbiton); D. A. Tripp (Captain) (Surbiton); 
P. D. Clarke (Blackheath); A. G. Stoughton-Harris (Hawks); 
C. Thompson (Wimbledon); R. Cotterell (Reigate); E. Head 
(Burgess Hill); S. J. Titcomb (Burgess Hill); S. D. Rathbone 
(Reigate); A. P. Harris (Reigate); M. A. Charlton (Poly- 


_ technic). 


The Chartered Accountant Students’ 
Society of London 


RuGBY FOOTBALL 


At Esher on March 22nd, the Students’ Society 
defeated thé Solicitors’ Articled Clerks by the 
comfortable margin of 2 goals, 3 tries and 1 penalty 
goal (22 points) to 1 penalty goal (3 points). 

It was not until twenty minutes had elapsed that the 
scoring opened, when the Students’ Society scored with a 
penalty, which was immediately cancelled out by a reply 
from the Solicitors. Shortly afterwards Foxwill, from a 
scrum near the line, scored a try which was converted, 
giving the Students’ Society a lead of 8-3 at half-time. 

The score was soon increased after the resumption, when 
the whole side began to combine well. The centres proved 
too strong for the Solicitors and it was only good tackling 
and kicking by the opposing full-back (who also kicked the 
first-half penalty) that kept the score from mounting still 
further. The Solicitors were unfortunate to lose their stand- 
off half with a sprained ankle just before the end of the 
game, but by that time the result was in no doubt. The 
team thus finished the season unbeaten in the 3 games played, 
with 2 wins and 1 draw. 

Scorers: Lindsey 2 tries; Foxwill, Ellis, Dawson, 1 try 
each; Hardcastle 1 penalty and 2 conversions. 

Team: Hardcastle (Captain); Chafen, Lindsey, Marshall, 
Ellis; Foxwill, Dawson; Rugge, Davies, Lyon-Marris; 
Beere, MacDougall; Miller, Clarke, Worth. 


Correspondence f 
Owing to pressure on our space, we have un- 
fortunately had to hold over publication of letters to 
the Editor this week. 





` Telephone: Victoria 2002 (3 lines) 
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SEVENTY-FIVE YEARS AGO 
From The Accountant or APRIL 10TH, 1880 
Extract from leading article entitled 
THE ACCOUNTANTS’ CHARTER OF INCORPORATION 


We had last week to perform the pleasant duty of . 


announcing that the draft of the Charter for the 
Incorporation of Accountants had been approved by 
the Queen at a Council held by Her Majesty a few 
days previously. The Charter is thus for all practical 
purposes granted, although the formal text will not be 
officially issued until after the first meeting of the 
Council of the Chartered Institute, which is fixed 
by the terms of the Charter to be held on the third 
Wednesday after the date of the Charter, viz. on 
Wednesday next the r4th inst. The publication of the 
text must therefore be delayed until after this meeting, 
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but, excepting only the formal phraseology, we are 
now in a position to place before our readers the 
terms of the Charter. | 

'The grant is made to the Institute of Chartered 
Accountants in England and Wales on the petition of 
the accountants enumerated in our last issue. It 
recites (1) the formation of the five societies in 
London, (2) Liverpool, Manchester and Sheffield, 
between the years 1870 and 1877; the increase in 
number and importance of the accountants’ profession 
during that period, and the various capacities in 
which they are employed; (3) the desirability of 
incorporation with the view to raising the character, 
and increasing the usefulness, of the profession; and 
(4) the proposed regulations for admission into the 
Chartered Institute, and for the government of its 
members. ... 


FASTER CROSSWORD 


Compiled by Kenneth Trickett, A.S.A.A. 
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ACROSS 
1. Obtainment of money owed (8). 
s. Form that sounds like verification (6). 
10. Persons entrusted with special business (9). 
rı. Contract granting a broken picture frame? (s). 





12. Stamp in false alignment (4). 

13. Figures worn with 27 (5). 

. Auditor should detect this woman with five hundred (4). 
. Inland Revenue official (Two words, s, 9). 

. Cessation (14). 

. Included in group oncosts (4). 

. Threefold examination, often balanced (s). 

. See 30 (4). 

. Antilog 04771 (5). 

29. Money that emits sounds round the slope (9). 

30 & 24. Order for payment of tax (Two words, 6, 4). 
31. Ascertained the amount (8). 


DOWN 
1. Add again in new shape (6). 
2. Pause here (5). 
3. Unoccupied (4). 
4. What one might refer to in a test? (Three words, 4, 2, 8). 
6. Sine 30° (4). 
4 & 26. Relationship of standard deviation to individual 
deviations (Two words, 9, 4). 
8. Scottish movable estate suggesting future consideration 
and nothing less (8). 
9. Typical and perhaps personal (14). 


15. Time of currency (5). 

16. Make a return, so to speak (5). 

18. Frequency distribution graph (9). 

1g. Just dead — but amended for taxation purposes (8), 
21. Three-quarters dead — and finished (6). 

25. Proprietor (5). 

26. See 7 (4). 

27. Positive (4). 


The solution will be published in next week’s issue. 


MOTOR —— FIRE——CONSEQUENTIAL LOSS 
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MODIFIED CAPITAL ISSUE 
CONTROL 


UST before Easter the CHANCELLOR OF THE EXCHEQUER 
announced a relaxation in capital issue control. The Control 
of Borrowing Order, 19471 has been amended by a new 
Order? which came into force on April 7th. According to its 
‘explanatory note’, the new Order simplifies the principal Order by 
excluding from its scope some transactions by which no fresh money 
is raised, and by making some minor technical amendments. To dis- 
cover the precise changes one has to study the two Orders closely. 

In the first place the wide definition of the phrase ‘borrowing 
of money’ in Article 2 (1) (a) of the principal Order is cut down. 
Postponement of repayment of money already borrowed is now 
excluded, as is the providing of a guarantee or other security for 
the repayment of a sum owing by a holding company to its 
subsidiary or vice versa. 

The Control of Borrowing Order is largely concerned with 
restricting the issue of shares and in this field the new relaxations 
are fairly extensive. Issues by a subsidiary to its holding company 
are now entirely freed. 

Where a company already owes money, an issue of shares for 
cash, which cash is to be applied in reduction of the indebtedness, 
is no longer subject to the control. Article 4 (2) of the principal 
Order has had an inhibiting effect on reconstructions and 
amalgamations. It prohibited English and Scottish companies 
from. issuing shares, debentures, etc. (without Treasury consent) 
where any part of the consideration consisted of the issue of 
shares etc. of another body corporate, unless one of the bodies 
corporate was to be wound-up. Article 4 (2) is now deleted. 

Article 4 (3) (b) of the principal Order prohibited the raising 
or borrowing of money outside Great Britain. This now no longer 
applies to borrowing in the ordinary course of business from a 
banker, the money being made available in the sterling area. 

The prohibition in Article 4 (3) (c) on the exchange of new 
securities for issued redeemable securities now no longer applies, 
unless the new securities are either not redeemable at all or are 
redeemable not earlier than the old securities were. A like change is 
made in the corresponding prohibition in Article 4 (4) (b) against 
foreign companies in respect of securities registered in Great Britain. 

Perhaps the most significant aspect of the new Order is its 
complete silence about bonus issues. No relaxation has been 
introduced and perhaps the next general election will have to 
be over before any fundamental change takes place. 


1S.R. & O. 1947, No. 945. 
2 The Control of Borrowing (Amendment) Order, 1955. S.I. 1955, No. 530. 
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INTERPRETATION OF FARM ACCOUNTS 


EARLY two years ago, we discussed in 
N= columns the Report on Farming, 

1952, of the University of Cambridge.t 
We have now received from the same source, 
Farmers’ Bulletin No. 18, on interpretation of 
farm accounts, which we feel sure will provide 
valuable lines of thought for our readers who are 
concerned with farm accounts. 

In the foreword, the head of the Farm 
Economics Branch, Mr F. G. Sturrock, very 
rightly states that: 

‘Economic analysis may suggest to the farmer the 
keeping of elaborate records, but as shown here, 
much can be done with no more than the ordinary 
accounts that must be prepared for taxation 
purposes.’ 

We fully support this view, and in a series of 
articles on this subject which appeared in these 
columns in July 1953%, it was stated that: 


‘The time has come, however, when this (the 
taxation aspect) should be regarded as secondary 
to the more practical benefits that can accrue to 
the farmer from proper financial advice and 
assistance.’ 


And again: 


“The problem for the accountant is to a 
for the farmer a simple system which will . 
draw the right inferences and so influence i improve- 
ments which would -not otherwise become 
apparent.’ 


This Cambridge University Bulletin admirably 
demonstrates how this result can be achieved, 
without any preparation of elaborate costings. 
Taking a sample farm trading account, the com- 
ponents are broken down, with the aid of very 
little additional information, into a series of 
simple equivalents giving, for example, the value 
of net output per acre, per {100 labour and 
machinery, and livestock output per £100 of 
feeding stuffs, and comparing the results with 
recognized standards, 


In the example quoted, the comparisons are ` 


most illuminating,. since the figures show that 
although the standard of technical management 


was reasonably high the net financial result was ` 


i The Accountant, August 22nd, 1953, ‘Farm accounts as a 
guide to efficiency’. 


2 The accountant and the farmer’, by R. W. Smith, o B.E., 
T.D., F.C.A. 


poor, and there was no droi explanation. The 


“system of interpretation diagnoses quite clearly 


where faults lie and points to the obvious 
remedies. | | 

As in the earlier report to which we have 
referred, emphasis is again on the vital need for 
controlling the labour cost, and it is interesting 
to note that on that occasion there had just been. 
an increase in the basic wage rate, and now this 
Bulletin coincides with another increase which 
has recently been agreed. 

Whereas the comparisons made in the Bulletin 
are with standard results gained from experience 
with many other farms, we suggest that an 
interesting and rewarding review might be 
achieved in some future Bulletin by comparing 
the results with what might be regarded as a 
standard for other types of one-man businesses 
employing much the same labour force and 
invested capital. So often, in considering farming, 


` we are inclined to forget the very high ratio which 


invested capital bears to the seasonal turnover 
and net profit, and the very considerable time 
which the proprietor himself is obliged to spend 
in purely manual—as opposed to supervisory — 
duties. 

We feel sure that if it were demonstrated to the 
farmer that his invested capital would produce a 
certain return without serious risk -by being 
invested in good class stocks, leaving him free to 
take gainful employment elsewhere, he would be 
induced to take a far more objective view of his 
own financial results. 

Perhaps the most important aspect of this 
publication for our readers is the fact that it 
recognizes and approves the service which the 
practising accountant is able to render to his 
farmer clients. The accent throughout is on the 
assistance and co-operation which can be brought 
to bear on what is rightly described as a period 
of increasing financial stringency for agriculture. 

In an accompanying note the publishers refer 
to the hope that: 


‘Accountants will take an interest in this simple 
system of analysis because experience of farms has 
shown that it is of great value to the farmer, and no 
one is better qualified to extract and cost the 
required information than the accountant who 
prepared the accounts: in the first place.’ 
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MARGINAL COSTING IN BUSINESS .- 


by ALLEN J. G. SHEPPARD, B.Sc.(Econ.) 


An economist considers the potentialities and limitations of marginal costing and 


e 


compares the economist’s and the accountant’s concepts. . 


entry in Italy many centuries ago, the mere 

recording of financial activities in accounts 
has been supplemented by the analysis of results 
involved in a system of cost accountancy. At first 
this took the form of a post-mortem upon past 
costs; later, proposals were made for scientific 
comparisons between what cost had been, and 
what it should have been. 

Cutting across this argument for and against 
standard costing came the demand for a dis- 
tinction between fixed and variable costs, and 
differentiation in their treatment. 

Treatment of overhead cost had always been 
one of the most difficult problems of cost account- 
ancy, so, no doubt to some of its advocates, 
marginal costing was merely a sign of despair of 
finding a suitable basis for overhead allocation. 
To others, including most economists, the 
margin had always been thought to be the correct 


‘criterion for decision-making. They argued that 
2 types of overhead should not be allotted, 


S INCE the discovery of the theory of double 


hatever the basis chosen, as this would only 

nvolve the introduction of extraneous data. 

The past is of no significance in decision- 
making, except in so far as it is a guide to future 
events. When a firm has incurred certain fixed 
expenses, which will facilitate any output up to 
a given level, then these costs are only important 
when calculating net profit and making long-term 
judgments as to whether contributions are going 
to remain at the past level, and whether that level 
is sufficient to merit the continued existence of 
the firm. Past costs will not be of any importance 
in making short-run decisions about the use of 
this capacity. 

To give an everyday example of this. When one 
purchases a seat in a cinema, and then finds that 
the film is boring, does the fact that one has paid 
2s gd and not rs od for one’s seat affect the 
decision as to whether one should walk out and 
spend one’s time upon some other pursuit? The 
past cost of the seat — like the fixed overhead — 
will be irrelevant to the decision, which will be 
based upon the comparative profitability of the 
various alternative sets of behaviour available. 
The only importance of the cost of the seat, once 
incurred, is that if it is thought that the past 


levels of film-boredom and seat-prices are to 
continue, then it may be decided that picture- 
going is not a worth-while pursuit. Similarly, if 
it is anticipated that existing levels of fixed cost 
and gross contribution are to continue then the 
directors may decide to close down the firm. 


Definition 


An economist defines marginal cost as ‘the 
addition to total cost resulting from the pro- 
duction of one more unit of output’. The 
accountant, on the other hand, usually distin- 
guishes between fixed costs (i.e. costs which tend 
to remain unaffected by variations in output), 
and variable costs (i.e. costs which tend to vary 
directly with the level of output), and measures 
marginal cost as the average variable cost of 
see ool 








Output] Fixed | Variable} Average SÉ tie Marginal 
Costs | Costs Cost Cost Cost 
(b) (c) 
£ £ £- 
100 200 — 
100 208 8-00 
100 217 g‘00 
100 227 10°00 
100 238 11°00 
100 250 12°00 
100 263 13°00 
100 277 1400 
100 292 1500 
100 308 16-00 
100 325 17ʻ00 





The table illustrates the differences between 
these’ definitions of marginal cost. The marginal 
cost -figure given is the theoretically correct one. 
For example, the total cost figure at an output of 
24 units is £338; at 25 units it is £350, thus the 
marginal cost of producing the twenty-fifth unit 
of output is £12. The average variable cost figure 
is only the same as the true marginal cost figure 
if the additional cost of producing an extra unit 
of output is the same at every level ọf output. 
This is unlikely to be the case as costs usually 
increase in steps rather than in regular 
progression. | 
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Potentialities 


Many arguments have been put in favour of 
marginal costing, but these can be divided under 
four main headings. 


(a) Price-fixing 

Marginal costing is said to give a better guide for 
price-fixing than does average costing. Price is 
fixed by market conditions, but the figure of 
marginal cost gives a guide to the lowest accept- 
able price. In the short run an order will be 
accepted, or an extension of output undertaken, 
providing that the increase in total revenue result- 
ing (i.e. marginal revenue) equals or exceeds the 
addition in total cost (i.e. marginal cost) — assum- 
ing that an element of normal profit is included 
in cost. If, in the long run, the market price is not 
sufficient to cover total cost and the firm makes a 
loss, then it will close down. 


(b) Cost ascertainment 


Management policy may be the resultant of cost, 
but sometimes cost is the resultant of manage- 
ment policy. For this reason the choice of costing 
system is important. With marginal costing the 
cost determined is not confused by (r) having to 
find fair bases for allocating fixed overheads; or 
(2) by carrying forward part of these fixed costs 
in the form of inflated stock and work in progress 
valuations — for it is argued that fixed costs are 
current period costs and bear no relationship to 


. actual sales or production. 


(c) Cost control 


Marginal costing can be of considerable assistance 
in cost control, especially when combined with a 
system of flexible budgeting. The ability to 
calculate the amount of contribution per unit 
of “limiting factor’ is also important. Nor is the 
position confused by the introduction of figures 
for under- or over-absorbed fixed overheads. 


(d) Decision-making 


As has been argued above, past costs only confuse 
certain decisions, and it is for this reason that it 


is said that marginal costing gives_a clearer indi- 


cation of the effect upon profits of changes in the 
size or type of output. For example, if a decision 


is being taken upon the closing of a particular 
department, then the average cost approach 
would not indicate that the fixed overhead, pre- 
viously recovered from that department, would 
now have to be recovered from the other depart- 
ments. It has also been argued that the contri- 
bution approach is more readily understandable 
to those executives not trained in accountancy. 
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Limitations 


Leaving aside for the time being the problems of 
determining marginal cost, there are arguments 
against marginal costing that must be considered. 


(a) Double-edged knife 

Many analogies have been drawn upon the danger 
of management failing to take into consideration 
the pool of fixed costs when making decisions. 
When discussing this, three factors must be con- 
sidered. First, a competent management should 
be able to keep all matters in perspective. 
Second, as has been continually stated, fixed costs, 
once incurred, can only be of relevance when 
deciding whether the firm should continue in 
existence — decisions of ordinary detail are un- 
affected by them. Third, even with imperfect 
competition, the seller will only be faced with a 
narrow range within which he has power to 
determine his own prices, and will base his 
decision not merely upon cost but also upon 
demand factors. 

Even in economic theory it is not said that 
output will be extended to that point wheré 
marginal cost equals price, but to that point where 
marginal cost equals marginal revenue. Marginal 
revenue only equals price under conditions of 
perfect competition. In other cases, the sales 
curve of the firm will not be perfectly elastic, so 
a price reduction will be necessary to sell the 
additional output. Thus, the sale price of the 
extended output must not only cover its marginal 
cost but must also compensate for the loss of 
revenue from the price-cut on all sales. It is 
usually assumed that the marginal cost figure 
will be less than the average cost figure, but, as 
has already been seen in the above calculations, 


using the economist’s definition it is quite` 


possible for marginal cost to be greater than 
average cost. 


(b) Opportunity cost 

At any given moment there is a certain limited 
capacity in any firm, and this capacity must be 
used to the greatest advantage. Capacity must 
be ‘priced out’, that is, the opportunity cost of 
using capacity must be reflected. Thus the cost 
of producing eight units of product A may 
be the sacrifice involved in not being able to 
produce sixteen units of product B with that same 
capacity. The relating of resources used with the 
likely income resulting from such use and from 
the possible alternative uses, is the basis of much 
managerial decision-making, but the mere allot- 
ment of past costs on some arbitrary basis is 
unlikely to achieve this. 
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(c) Antt-marginalism | 
The acceptance of the principles of marginalism 
by some accountants comes at a time when certain 
economists are challenging the same concepts in 
economics. They argue that the premises under- 
lying marginalism are not practical — that is, the 
aims of profit maximization; the restriction of 
changes in position to a certain number of 
directions, for example, by only considering 
changes in price, or output volume, and not 
changes in selling policy, product differentiation, 
etc.; the restriction of the number of changes 
taking place at any one moment to an amount 
comprehensible by the human brain; and the 
ignoring of the effects of uncertainty of future 
events. 

This largely resolves itself into the question as 
to whether marginal cost can be measured in 
practice. 

Determination 


The theoretical determination of marginal cost 
has already been illustrated, but in practice it 
becomes much more complex. Not only is there 
the problem of measuring the cost increment 
resulting from increasing output, but the defi- 


nition and measurement of increases in output is’ 


often also the cause of much difficulty. 

The task of comparing increases in cost with 
increases in output reaches its greatest magnitude 
in the multi-product firm. There it is very diffi- 
cult to relate increased costs to any particular 
product. 


(a) Cost analysis 


The first aim in measuring marginal cost is to 
distinguish between those costs that vary with 
output and those that do not. The distinction 
will be dependent upon the period in mind and 
aim in view. Some firms are satisfied with an 
approximate once-and-for-all division between 
fixed and variable costs but in practice many costs 
are semi-variable (i.e. they vary with output but 
not directly). Some costs are fixed for a certain 
range of activity only — that is, their progression 
with output is ‘stepped’. Some costs are fixed for 
the department, but variable for the firm as a 
whole —the choice of centre for which the 
measurement is being made is therefore import- 
ant. Other costs are related not to volume but to 
some other factor. 


(b) Break-even chart 


Another approach is by use of the break-even 
chart. In theory, the important feature is the 
relative slope of the revenue and total cost curves. 
The slope on the total cost curve is a measurement 
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of marginal cost, and the slope on the sales 
revenue curve is a measurement of marginal 
revenue. The break-even chart is a useful guide, 
but as a means of estimating marginal cost it is 
subject to. several objections. 

A single chart can only show profit expectations 
under a single set of assumptions as regards 
market conditions and managerial policy. Need- 
less to say, the simple text-book charts are seldom 
met in practice owing to ‘steps’ in costs, but even 
the more complex charts usually assume a linear 
relationship between cost and output. 


(c) Regression analysis 

Attempts have been made to break down cost 
into its fixed and variable proportions, and thus 
to establish a relationship between cost and 
volume by means of regression curves. Each type 
of cost is analysed and, by using past experiences, 
a scatter diagram.can be prepared showing output 
on one axis and the level of cost upon the other, 
points being plotted and then a curve put through 
them either ‘by eye’, or by using the statistical 
technique of least squares. The accuracy of such 
curves depends upon the amount of material 
available, and the degree of thoroughness used in 
preparation. 

Again, the assumption is usually made that the 
relationship between cost and output is linear, 
whereas it may prove to be discontinuous or 
curvilinear. Where there are several products 
passing through a cost centre then it will be par- 
ticularly difficult to correlate the cost and output 
of any particular one of these products. 


(d) Correlation coefficient 


A more approximate but simpler guide to the 
relationship between volume and cost can be 
found by using past results to measure the 
correlation coefficient between volume and cost. 
This is subject to the same criticisms as the 
regression analysis approach. 


Conclusion 


Considerable scope for case study work exists in 
the field of marginal costing and it is stimulating 
to see the interest being shown in the subject by 


_Britain’s leading accountancy bodies, as well as 


some important firms. 

Perhaps such practical research into the 
methods and results of marginal costing would 
allow its present contested proposals to mature 
into a more widely accepted practice. This, in my 
opinion, would mark another major step forward 
in the field of industrial accountancy. 
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CONSTRUCTION AND WEIGHTING OF INDEX NUMBERS 


E all know — most of us to our sorrow — 
. that the value of money changes. With 
the experiences that we have had even 
since 1949, we also know that, almost invariably, 
the change is downwards, ‘although it is true 
that between 1920. and 1932 we did have a 
period of falling prices when the value of money 
rose. 

Fora period after the Second World War some 
economists, pinning their faith to what happened 
in the ’twenties, did expect to see a period of falling 
prices re-occurring, but now, with nine years of 
experience behind them, few would have the 
temerity to forecast other than expectations that 
prices will continue to rise — perhaps more gently 
than hitherto — but, nevertheless; to rise. Yet 
stability of prices, ‘of money value, is a most 
desirable state to achieve, for it is only when we 
have something like stable money values that it is 

ossible to plan ahead with. any confidence and 
to. realize the fruits of our own economizing. 

_ When comparisons are made, the true com- 
parison is between the position today and that 
which would have obtained but for the actions 
taken. For, example, economies in the office may 
not stop costs from rising, but they certainly stop 
them from rising as high as they would have done. 
Itiis the changing prices of the things we buy — 
from labour to paper clips- that bedevil our 
most painstaking efforts to reduce our overheads 
and to ensure the realism of our forecasts of 
income and expenditure for the coming year. 

Stability of money value, then, is important to 
us as individuals and as administrators and 
planners (however small) and yet it is a state that 
appears to be unattainable. Even now we have 
the situation where a new round of wage claims 
is in the process of being formulated and settled, 
which looks as though average wages (and salaries) 
are likely to rise by about 7s to gs per week and 
f{15 to {25 per year. This being so, experience 
tells us that such things as coal, steel, transport, 
possibly electricity and gas charges and, with 
them, rates, are likely to go up again this year. 
‘Therefore, in our estimates we must allow for 
another rise in price, the magnitude of which we 
can only guess. . 





by W.. WALSH, A.C.LS. 


Measuring the Value of Money | 


Although we might be able to say the cost of all 
kinds of labour-has risen by, say, 24 per cent, we 
can only guess at the magnitude of price rises, 
because it does not necessarily follow that what 
labour produces will also rise in pricé by 23 per 
cent. The quantity of labour involved in articles 
varies — compare, for example, that involved in 
making a car and that in mining coal — and it is 
for this reason, among others, that it is difficult 
to produce any true measuring rod of changes in 
money values. 

We, or at least the. Cavemen and others, 
notably economists and banks, do try to measure 
these changes by means of indices of prices 
(wholesale, retail, of specific goods and mixed 


‘bags’ of goods) and wages, and it is how these 


index numbers are constructed and the difficulties 
involved in their construction that this article 
will now discuss. 


Constructing Index Numbers 


First, how are index numbers constructed? What 
does it mean when we read that the cost-of-living 
index (more truly the retail price index) has gone 
up by two points? The clearest way to answer 
these questions is by an example. We all use tea, 
even in the office, and this time last year we bought 
good quality tea at about 1s 8d per quarter. A 
year prior to this the same quality cost about rs 5d 
per quarter; today it costs 2s 2d. If we like, we 
can calculate the percentage change year by year, 
but it is easier if we calculate what is known as 
the price relatives. 

In 1953 the tea was 1s 5d; this we erect by 
the number 100; in 1954 the price rose to 1s 8d; 
therefore we can represent the change by the 
figure 117. In 1955, the price has jumped to 
2s 2d; leaving 1953 as our base year, this is now 
represented as 153. In effect, price rose by just 
over 17 per cent in 1954 and 53 per cent in 1955, 
but this is expressed more simply as a 17-point 
rise and a 53-point rise — always over the base 
year of 1953. 

To secure a more comprehensive idea of how 
prices i” general are moving, we must also take 
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into account the price relative of other commodi- 
ties. If, for example, we take meat, bread, butter 
and milk, we might have a table like this: 


Goods Year 1953 Year r954 Year 1955 
Tea .. IOO II7 I53 
Meat .. 100 124 142 
Bread .. 00 106 106 
Butter .. 100 120 122 
Eggs 100 113 117 
TOTALS .. 500 580 640 
Averages IOO 116 128 
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The averages at the foot of the table show the 
average percentage change in price of all these 
things taken together so we can say that their 
cost was 16 points (or 16 per cent) higher in 
1954 and 28 points (or 28 per cent) higher in 1955. 


Weighted Index 


Of course, we also expend on rent, coal, clothes, 
furniture, holidays, petrol, licences, etc. But 
there is no particular benefit to be obtained from 
adding all these to the example —their price 
changes would be dealt with in the same way. It 
is obvious, however, that the importance of each 
of these items in our scale of expenditure varies — 
the slight rise in the price of bread matters more 
than the relatively high jump in the price of meat 
and tea, because we use so much more of it. 

To eliminate this distortion, ‘weights’ are 
given to each item, corresponding to the per- 
centage expenditure out of our total expenditure 
on these items. ‘Thus, in order to see the effect of 
this, we can reconstruct the previous table: 

Expenditure 
Relatives 
(i.e. Price Relative 





Item ` Price Relatives Weight times Weight) 
I953 1955 F953 1955 
Tea 100 153 2 200 306 
Meat 100 142 2 200 284 
Bread 100 106 IO 1,000 1,060 
Butter roo 122 4 400 488 ` 
Eggs IOO 117 2 200 234 
TOTAL 500 640 20 2,000 2,372 
Average 100 128 IOO- 118-6 


This now shows that the true rise in our 
expenditure on these commodities is not 28 per 
cent but 18-6 per cent, when we take into account 
their importance in our annual budget. 
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Cost-of-living Index 


The retail price index is, of course, a far more 
elaborate affair than this, but its construction, 
week by week is exactly the same,in principle. 
The prices used in its construction are taken 
from several hundred towns and villages spread 
throughout the United Kingdom and averaged in 
order to secure a price which is a fair representa- 
tive for that commodity. This is necessary because 
the cost of, say, potatoes will vary quite widely 
according to local supplies and demand and the 
nearness or otherwise to the source of supplies. , 

Similarly, the range of ‘things’ included in the 
index is very wide. Food covers a whole multitude 
of different types of purchases from, say, peanuts 
to potatoes. Rents, rates, clothing, fuel, light, 
household goods, services like bus and train 
fares, drink, tobacco and miscellaneous items 
like radio licences, postages, etc., are all included 
in the items which are priced in order to arrive 
at the final index figure. The weights applied to 
each class of expenditure are those arrived at by 
investigation into working class expenditure prior 
to 1947. (And 1952, since there are two indices, 
one based on 1947 as roo and one on 1952 as 100.) 

To revert back to our original questions, 
therefore, index numbers are constructed by 
calculating the divergence of prices from those 
obtaining in a given base year. When we say the 
cost of living has gone up by 2 points, however, 
we mean that it has risen by 2 per cent over that 
in the base year ~ not that it is 2 per cent higher 
than it was last month or last year. If we wanted 
to arrive at the percentage change year by year 
(or month by month) we would have to construct 
a chain index. For example, if 1952 is the base 
year and the index is 120 in 1953 and 140 in 
1954, the rise in prices in 1954 over 1953 is 
20 per cent of 120, i.e. 24 per cent. 


Difficulties in Construction 


Constructing an index number is fraught with 
difficulties whatever the index is intended to 
reveal. ‘Those associated with the retail price 
index will be illustrative of them all. 

In the first instance there is the choice of the 
base year — why choose 1947 or 1952? Theoret- 
ically, because these are ‘normal’ years, but 
‘normal’ is hard to define. An average of a 
number of years could be taken to eliminate 
some bias, but it is certain that not all of it can 
be removed. Secondly, can we be sure we compare 
the prices of the same thing? In order to recoup 
higher costs of production, match manufacturers 
might reduce the number per box, leaving the 


424 


‘price’ unaltered, but- we don’t get the same 
quantity. for our ad, so there has been a concealed 
price rise. This can extend a lot further, par- 
ticularly in the case of ‘clothing and durable 
goods, wiere" variations in quality can be substi- 
tuted for variations in price. 

“Again, costs may risé without a price rise: for 
éxample, for weekly delivery of bread and news- 
papers most bakers and newsagents now make a 
charge which was once covered in the ‘price’. 
But even these difficulties are small compared 
with those of determining the ‘things’ that should 
be included in the index and the weight that 
should be given to these ‘things’. 

“The cost-of-living index shows the general 
movement of the cost of living for working-class 
families, but what is a family? And what is the 
working class? No doubt, by averaging prices 
widely, by taking the original examples over a 
widé range of families of different, though 
restricted, wages and salary levels, the differences 
in amiilies and grades can be fairly evened out. 
All the same, as nominal incomes change, spending 
habits change, and this too raises difficulties. 
With’ a wage of £8 per week a man may decide 
to spend 4s on the ‘pools’, i.e. 23 per cent; if his 
wage rises to £9, it is ‘unlikely that he will now 
spend 4s 6d on the pools; the whole pattern of his 
purchases varies as his income varies. New goods 
and new. gadgets come on to the market every 
year and many become ‘necessaries’, replacing 

our expenditure on other things. . 
| Wi all these changes were to be taken into 
account, ` the family base would change as the 
average family varies; this or that income level 
would be excluded from the working class; 
different. commodities might be chosen as oe 
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sentative and different weights allotted to the 
various classes of expenditure — then, what. we 
would have would certainly not be a. cost-of- 
living index. This is because you can only 
indicate changes from a given standard: if the 
standard itself is continuously changed, then 
there is no possibility of showing variation from 
it. It is for this reason that changes in the con- 
struction of the index are few and far between. 


. Personal Impressions 


With all its imperfections, the cost-of-living index 
is our only scientific indicator of how prices are 
moving, and when examined against the index of 
weekly wage rates, it shows broadly how worse or 
better off we are than in 1947, when the base of 
both indices was 100. 

But the indication is only a broad and rough 
one that we might use to bolster up the less 
scientific personal impression or feeling that we 
have about how better off we are. In 1954 we 
had the impression of its being a better year, and 
that was to some extent borne out by the fact 


‘that weekly wage rates kept much closer to the 


index of retail prices than it did in 1953. This is 
forecast as a bumper year. It will be interesting 
to see, month by month, how the two indices 
change and whether they keep as much in step 
as one would expect. There is no doubt that both 
are rising and will continue to do so as wage 
claims are settled and the increased costs passed on. 

Whether the optimistic forecasts for 1955 come 
true we can each judge for ourselves, but the 
check on our judgment provided by the retail 
price index and the index of weekly wage rates 
is well worth noting. 


S AUSTRALASIAN COMMENTARY - XVIII 


Professional Topics in Australia and New Zealand | T 


by S. R. BROWN, LL.B., F.C.A.(Aust.) | : 


“th. The writer of this series of articles is the senior partner in a firm of chartered ü 
accountants in Sydney, Australia. He is the author of several text-books on ` 
en 7 accounting and company law. 


Business Archives Council 


Council of Australia will work initially 
from Sydney but plans to stimulate 
similar activity in other centres. This council 


Te recently formed Business Archives 


is really a joint venture of the business community. 


and the university and its objects are: 
. (1) to promote the study of PRESS history and 


. to make a record of surviving businesses. of: 
early date; 


(2) to encourage owners to preserve old business 
documents; - 


(3) to bring qualified historians into touch with 
new sources of information; 


(4) to provide skilled assistance and advice to’ 
owners of documents in the current use and: 
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disposal of such business records, in particular 
the devising of destruction schedules; 
(5) to further these ends by the issue of suitable 
publications. 
The secretary is Dr Alan Birch, Department of 
Economics, University of Sydney. 


Depreciation 


A special committee of the Australian Society of 
Accountants has recently submitted recommenda- 
tions to the Commonwealth Committee on rates 
of depreciation. Two of these are selected here 
as being of some interest to English readers. 
The first was a suggestion that where the reducing 
balance method was used a higher rate of de- 
preciation should be allowed (han. where the 
prime cost.or fixed instalment method was 
adopted. ‘The term of reference relating to the 
second submission was: 

‘Whether the bases of depreciation provided by 
the taxation statute ensure that the cost of each 
unit of property is deducted in a reasonable manner 
over the effective life of that unit.’ 

The committee submitted that the real cost (as 
distinct from historical cost) of a unit of property 
is not deducted in a reasonable manner over the 
effective life of that unit, when the basis of 
depreciation is limited to that provided by 
existing taxation legislation. 

Referring to the capital erosion burden, the 
committee went on to say that this could not be 
eased by initial depreciation allowances where the 
total depreciation allowed as a deduction over 
the life of a unit of property is restricted to 100 
per cent of cost price. It considered that no 
scheme will assist with the capital erosion prob- 
lem unless depreciation allowances in excess of 
the cost price are granted as deductions and the 
opinion was stated that a scheme designed to 
achieve this object should, upon grounds of 
principle and upon practical considerations, follow 
the scheme of investment allowances recently 
introduced in the United Kingdom. 


Ethics Breaches 


A review of the reports during 1954 on pro- 
fessional misconduct and breaches of the codes of 
ethics of the recognized institutes shows that 
lapses were comparatively very few in number. 
This low rate fairly well reflects the conduct of 
accountants in both public and commercial 
practice in Australia. It is very pleasing to be able 
to report that the trend is towards greater integrity 
and stricter observance of ethical rules, the result 
being a noticeably stronger professiorfal spirit. 
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New Provision. 


An increasing number of. firms are making 
provision in their accounts for future payment of 
long service leave. Legislation in the different 
States is not uniform but the significance of this 
possible cost can be seen by a simple illustration. 
Under one statute a worker on {£13 per week ` 
entails a liability of approximately {170 after 
twenty years continuous employment. For firms 
with large numbers of employees and low rates 
of labour turnover this entitlement i IS certainly 
a contingency for which provision should be made, 


Malayan Students oe 


The January issue of The Chartered Araman in 
Australia carries a note advising that, following 
a request by the Government of the F ederation 
of Malaya for Malayans to be trained in Australia 
as chartered accountants (so that they may return 
to public practice in Malaya and assist in the 
development of that country) the Government of 
the Commonwealth of Australia had decided to 
award Colombo Plan scholarships to enable four 
Malayans to come to Australia each year (com- ` 
mencing in 1955) and to return when they have 
qualified and been admitted as members of 
The Institute of Chartered Accountants in 
Australia. 

The Council of the Institute has placed on 
record the fact that it is not opposed, in principle, 
to the admission of Malayans to membership 
provided that, in each case, the conditions pre- 
scribed by the Royal Charter and bye-laws and 
other regulations (including the conditions as to 
residence in Australia) are complied with. 


Research Officers 


Realization of the increasingly urgent need for 
practical research in the accounting field is 
leading to some positive action by institutes. 
The Australian Society of Accountants has 
already appointed a full-time research officer 
who commenced duties in February 1955. The 
Chartered Institute of Accountants is at present 
considering the possibility of appointing a full- 
time research and service officer to be attached to 
its permanent staff. 


Associate Professor 


Accountancy in the University of Sydney has 
developed further by the announcement in March 
of this year of the appointment of Mr R. L 
Chambers as Associate Professor of Accounting 
in the Faculty of Economics. 
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VALUATION OF UNQUOTED SHARES 


FOR ESTATE DUTY PURPOSES 


by E. L. FAIRWEATHER, LL.B. 
Chief Examiner, Estate Duty Office 


AY I at the outset say how pleased I am to 

have this further opportunity of speaking to 

your profession on a subject of perennial 
interest, and gratified that my previous excursions 
have not made my name anathema to you all. 

I must preface my remarks with the usual warning — 
that I trust my words will not be taken down and used 
as evidence against the Board of 
Inland Revenue; because mine 
alone is the responsibility and 
authority for what I say. I shall 
nevertheless try to give as clear 
a picture as possible of what I 
understand the official practice 
to be. i 

In considering the subject of 
the valuation of unquoted shares 
for death duty purposes, I hope 
you do not expect to hear any- 
thing startlingly new. Much has 
been written and spoken on the 
subject, and it may be that there 
is little new to say — except on the 
vista of horrifying new complexi- 
ties embodied, in the name of 
justice and equity, in the Finance 
Act, 1954. On the more general 
aspects of the subject, my only 
hope is that I may repeat some 
of the old things in a sufficiently 
atresting way to keep you reason- 
ably awake for the period that 
courtesy demands you listen +5- 
to me. 

At the Torquay meeting of The Institute of 
Chartered Accountants in England and Wales in 
October 1951, the papers given included two on the 
subject of the valuation of unquoted shares in private 
companies. One, by Mr T. A. Hamilton Baynes, M.A., 
F.C.A., was on valuation for probate purposes!; the 
other, by Mr W. G. Campbell, B.A., F.C.A., was on 
valuation for purposes other than probate.” It is not 
my intention to comment, for the moment, on the 
very able expositions of these two gentlemen. But it 





A lecture delivered to members of the Manchester Society 
of Chartered Accountants, on February 7th, with Mr Guy 
Waterworth, F.c.a., President of the Society, in the chair. 
Members of the Incorporated Accountants’ Soctety of 
Manchester and District attended by invitation. 


1 Published in The Accountant dated November 3rd, 1951. 


2 Published in The Accountant dated October 20th and 
27th, 1951. 
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has caused me to pursue a fascinating train of thought, 
that two distinct approaches to valuation should be 
necessary. 

I trust I hardly need to tell you that I was not 
present for consultation when the provisions of 
Section 7 (5) of the Finance Act, 1894, were being 
drafted; but I can imagine the legal pundits of the 
day saying in effect: ‘we want to 
tax the value of the deceased’s 
property at the time of death, 
and we want to tax the real value, 
not a phoney one’, I beg your 
pardon -in 1894 the word 
‘phoney’ had not emerged from 
its transatlantic subsoil, Rather 
did the lawyers say ‘we must 
evolve a definition of value 
which will defeat the machina- 
tions of those persons who have 
no proper sense of their duty to 
support, by their just financial 
contribution, the State ‘that 
mm nurtured them’, 

So they defined the value of 
property as the price which it 
would fetch if sold in the open 
market — a good, common-sense, 
honest-to-goodness, down-to- 
earth basis: a basis to rule out 
monkey-business and silence 
carping. And ever since that day 
the air has been thick with dis- 
putation as to the meaning of 
‘open’ and ‘market’, who is the . 
seller and who is the buyer, where the property is 
sold and how it is sold, and if the deceased died in 
the night do we wake the hypothetical purchaser up? 
All this is nobody’s fault. It springs from a sort of 
natural law discerned in a flash of genius by Lord 
Johnston and enunciated in 1915 in Glass v. CIR. 
where he stated: “All cases of statutory valuation .. . 
perforce involve something of the hypothetical and 
unreal,’ And this in turn stems from the very nature 
of statutory law, which merits Mr Bumble’s descrip- 
tion ‘the law is a ass’. 

As one whose bread and butter comes more or less 
from the law, I make this statement without disrespect 
and in full acknowledgment that the ass is a very useful 
animal, and in some cases indispensable. But it suffers 
from the defects of sometimes moving too slowly, 
sometimes not moving at all, and frequently deviating 
from the straight line to its designed objective. 
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All this is by way of preamble. If we are to value 
for taxation purposes, statutory definitions we must 
have, hypotheses we must endure; and the Legis- 
lature, in repudiating some fictions, will create others. 
But you will understand my office best in its approach 
to the valuation of unquoted shares, if you appreciate 
that we are reluctant to wander farther than we have 
to, into the realms of fancy and speculation: that we 
try to keep as closely as is practicable, within the 
framework of the statutes, to what was surely the 
intention of the Legislature — to tax the real value by 
normal commercial standards of the property in the 
hands of the deceased. 

In the recent Holt case, Mr Justice Danckwerts 
referred to the sphere of valuation of unquoted shares 
as ‘a dim world peopled by the indeterminate spirits 
of fictitious or unborn sales’. An apt description, but 
one which covers to some extent a far wider realm 
than that under discussion. To the man who has 
bought a new house before he has sold his old one, 
and has no money to pay for his new one, the world 
in which the purchaser of his old house is lurking is 
a very dim one indeed. That is to say, a thing may be 
dim and indeterminate and unborn without being 
fictitious. And if for purposes of valuation we have to 
import a statutory fiction, don’t let us import more 
fiction than we must. 


Transfer Restrictions 


in the case of some unquoted shares, the possible 
transfer price is stipulated or defined in the articles 
of association, or a formula is imposed for its com- 
putation. It is, I submit, only common sense that such 
a price is itself fictitious, and no criterion of open 
market value. If the framework of the company is 
such that the sale price of the shares is less than their 
real worth, and they are so sold on death, the benefit 
of the shares is shared by the beneficiary under the 
deceased’s will, and the purchaser who acquires a 
bargain. But, clearly, so obvious a shift should not 
deprive the Revenue of duty on what the deceased 
owned; and this principle was established judicially 
by the famous Jameson case in 1904-05, reaffirmed by 
the House of Lords in the Crossman case in 1936. 

The established basis is that restrictions on transfer 
of the shares, including any artificially imposed price, 
must be completely ignored for the purpose of the 
assumed immediate sale in the open market; but the 
purchaser in the open market comes in knowing that 
he is bound by them, and that his power of resale is 
correspondingly limited. In other words, we have to 
estimate what a purchaser in the open market would 
have paid to stand in the holder’s shoes at the date of 
death, and hold on the same terms. This condition is 
generally to some extent a depreciatory factor, the 
degree depending on the stringency of the conditions 
affecting any subsequent resale. But it must not be 
overlooked that the purchaser, through his member- 
ship of the company, may have opportunities of 
acquiring further shares at bargain prices. , 

The artificiality of the market in which shares in 
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an unquoted company change hands may spring, not 
from specifically onerous restrictions in the articles 
of association, but from the fact that there is generally 
no marketing machinery readily available to make the 
merits of a company’s shares known to the public 
likely to be interested, even where there would be no 
personal obstacles to an outside sale. Further, family 
interests may involve motives of affection, provision, 
and sentiment, in the minds of both buyer and seller, 
which nullify the value of transfers as criteria of that 
coldly abstract figure, the value by purely commercial 
standards. Over long periods of years, the only actual 
sales of shares may be within the small coterie of 
existing shareholders, their wives and sons and 
daughters, and close friends and associates of the 
directors. I do not say that such transactions could not 
reflect open market values; but I do say that if they 
did it would be accidental, and that every such sale 
as a test of value is bound to be suspect. 

When we do encounter that rare thing, a negotiated 
sale under the equivalent of open market conditions, 
within a reasonable time of the death, of shares in an 
unquoted company, we don’t have to be hypothetical 
any more; for which relief the shares valuation 
division of my office has nothing but gratitude. 

During the last sixty years, the statutory idea of an 
open market sale has been elaborated and built up by 
numerous judicial decisions and obiter dicta. I ran 
over these in the course of a previous lecture which 
was reported in The Accountant of May 8th, 1954, so 
I do not propose to spend time on them now. ` 


Approach to Valuation 


Granted these general conceptions, what is to be 
our approach in endeavouring to estimate the value 
of shares "which, by their very nature, are incapable 
of finding their way into the postulated market? 

I think you will agree with me that the Stock 
Exchange, as regards shares which are quoted and 
actively dealt in, satisfies broadly and generally most 
of the necessary conditions. Comparison with com- 
parable quoted shares is, therefore, the expedient that 
springs naturally to the mind; and this is an extremely 
valuable line of investigation. It must be remembered, 
however, that the size of normally marketable blocks 
of shares on the Stock Exchange, while it varies with 
different companies, falls within more or less defined 
limits in the case of any particular quotation. As we 
must be careful to compare like with like, this com- 
parative method is of little value when the interest 
being valued represents a large proportion of the 
company’s issued capital. We can, of course, con- 
template the sale of the deceased’s holding in a num- 
ber of small blocks; but this would not generally be 
the best method of realization. So that the method of 
comparison with quoted companies is of maximum 
value in the case of relatively small minority holdings; 
beyond this, it can only be applied with reservation, 
and with careful scrutiny. 

If we are applying the comparative method, our 
first problem is to find comparable quoted companies. 
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Sometimes this is easy, sometimes difficult, sometimes 
impossible. No one outside my branch would credit 
the numbers of private companies; each doing what 
no other company in the world is doing; and when 
we mildly poirit out the manifest advantages of 
monopoly, it is only to find that fashions have changed 
or something new has been invented, and all our 
company’s blaze of prosperity is a spent force. 

It is generally possible, however, to find several 
quoted companies carrying on more or less the same 
type of trade as our. unquoted one, and subject to 
similar market conditions as regards demand and 
supply, gluts and shortages, popular taste, etc. We 
can then proceed to comparison of dividends, profits, 
capital cover, liquidity of assets, capital structure and 
gearing, and all the multiplicity of factors governing 
price, and make allowance for individual or local con- 
ditions affecting our problem child, the unquoted share. 

If we can arrive at an estimate of what the quota- 
tion for our shares would be if they were on the 
market, that is not the end of our quest; for we have 
to make some allowance for the element of unmarket- 
ability in the purchaser’s hands. The comparative 
method received judicial approval in the Crossman 
case mentioned earlier, and the unmarketability 
factor was conceded there, a small addition to the 
calculated dividend yield being the expedient adopted 
to give it effect. 


Large Minority Interests 


At the other send of the scale from the small minority 
holding, we have the controlling interest. Special 
additional statutory provisions govern our valua- 
tions here, and I shall refer to these later on; but 
in between we have a large number of substantial 
interests in family companies, which present special 
problems. For instance, the deceased may have held 
49 per cent and his wife 51 per cent of the capital. 
Four brothers may have had a one-fourth interest 
each. The deceased may have had the predominant 
Kolding and virtually controlled the company, 
although the majority of the shares were divided 
among his children. What is the open market value 
of holdings such as these? 

It is particularly in this type of case that my office 
encourages a practical and realistic approach, rather 
than one in which hypothesis is stretched beyond the 
bounds of reason. In the family case, we have not 
infrequently had the argument put up ‘we asked our 
brokers to sell these shares, and they could not get a 
single bid’. Well, why should they? They are experts 
in the wrong market. If you were selling your motor- 
car, would you put it on the books of a house agent? 
We must recognize that shares representing a weighty 
interest in a family company are completely different 
in their nature, purpose, and most essential qualities, 
from a marketable block of quoted shares; and when 
we perform, as we must, a feat of imagination in 
visualizing an open market sale, let us imagine, not 
a fantastic and improbable market, but the kind of 
market in which such an interest would be sold — in 
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fact the kind of market in which it is sold, on the rare 
occasions when, by some unusual concatenation of 
circumstances, a negotiated sale takes place. 

My office is by no means a loné voice crying in the 
wilderness in taking this view. In his Torquay lecture 
in 1951, Mr Hamilton Baynes cited the family com- 
pany where dividends may have been negligible, the 
bulk of the profits having been paid away as manage- 
ment remuneration. He goes on to remark that, 

“if after charging reasonable remuneration the 

dividends have little or no relationship to earnings, 

dividends as a method of share valuation must be 
abandoned’. 

This is a recognition of the fact that a policy that 
may be of primary importance in deciding the price 
of quoted shares, may be of no importance in the case 
of the family company. And we do find in the values 
offered and the settlements negotiated with your 
profession, a wide measure of recognition that this 
approach is the only valid one. 


Family Companies 
It was remarked by Lord Greene in Re Smith © 
Fawcett Lid ([1942] All E.R. 542), that: 

‘Private companies are, of course, separate entities 
in law just as much as are public companies, but 
from the business and personal point of view they 
are much more analogous to partnerships than to 
public corporations.’ 

I think there is no doubt that the small, closely-held 
family company is thought of as of the nature of a 
partnership by all concerned. ‘They have incorporated, 
and obtained the advantages of limited liability; but 
except for the purpose of compliance with the legal 
obligations of a company, they very largely forget it 
and carry on as before. Certainly the approach to any 
sale of a substantial interest would not be influenced by 
the dim and distant rumblings of the Stock Exchange. 

Who would be the most likely purchasers if a large 
fractional interest in a family company were up for 
free sale? First and foremost would be other members | 
of the family. Sometimes the deceased’s holding 
would be sufficient to place control in the hands of 
one of several other existing shareholders,. when 
added to their existing holdings. Sometimes all shares 
except the deceased’s large holding are scattered 
among a body of small holders, so that any purchaser 
of the deceased’s shares has a reasonable prospect of 
getting control by buying small lots — which may be 
worth while, even at an extravagant price. Prospect of 
de facto control of a prosperous company always was 
a tempting bait, and still is in spite of the Finance Acts; 
and ways and means of raising the purchase money 
are generally found when such an opportunity offers. 

Let no one accuse me of self-contradiction in sug- ' 
gesting that members of the family and existing 
shareholders may be the most probable buyers, when 
I have already said that family transactions are 
necessarily suspect. They ave suspect, because so 
frequently conditioned by extraneous sentiments; but 
in this market which the statute demands, we are 


April 16th, 1955 


excluding from our minds all considerations but those 
of commercial value. I am suggesting that if the 
family could only acquire the shares by purchase in 
the open market, they are the people who, from 
purely mercenary motives, might find it most worth 
while to buy them. 


The Purchaser’s Intentions 


What is the position in a case where the deceased 
had not control in his own right, but he and his wife 
held control between them? I ask you to consider 
what would really happen if such an interest were 
being sold. Is not the most likely purchaser one who 
is interested in control of the company, and who 
would negotiate concurrently with the wife for 
acquisition of her holding? And is it not probable 
that in many cases the widow, with her husband gone, 
would welcome the chance of disposing of her 
minority holding at a control price? The point I am 
making is that although we may have only a minority 
holding to value, the possibilities or probabilities of 
co-operation between shareholders on any actual sale 
cannot be ignored. 

Again, we may have the type of case where the 
deceased, in a quasi-partnership type of company, 
has been giving active and valued service to the 
company. The surviving members may welcome a 
‘new-comer in the same line of trade, who can bring 
experience and possibly useful contacts and con- 
nections, to the service of the company and their 
mutual benefit. There are cases where the new-comer 
would expect and the company would confer, a seat 
on the board. We are sometimes asked to assume that 
the hypothetical purchaser would be a pariah in the 
‘company, that existing members would ‘freeze him 
out’ and exhaust the profit by extortionate remunera- 
tion to themselves, that no opportunity would be lost 
for oppressive action inimical to his interests. All we 
ask is the assumption of normal, reasonable human 
relationships, and for the rejection of assumptions on 
the basis of which no interest in a business, whether 
incorporated or not, would ever be either sold or 
bought. 

I am, of course, aware of the existence of companies 
where normal, reasonable human relationships do 
not exist; of two-family companies torn by inter- 
necine feuds; of tyrannical or plain pig-headed con- 
trol. Every such case must be considered on its 
merits; but I submit that the onus of proving abnor- 
mality and a wilfully unco-operative attitude on the 
part of the company’s officers, lies with the parties. 

You will doubtless be thinking that although I have 
generalized considerably on the subject of the family 
company, I have said little of concrete help in the 
matter of valuation. This is perhaps inevitable, 
because any attempt to reduce valuation to a formula 
is doomed to failure. In any particular case, we are 
dealing with almost infinite unknowns. We do our 
best to collect and collate the data furnished by market 
transactions of all kinds, and to apply such evidence 
to our hypothetical case in order to decide what would 
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happen under ‘special conditions. Our evidence, 
coupled with (we hope) judgment and common sense, 
Jead us to definite conclusions within certain limits. 
Within those limits there is generally scope for dis- 
cussion and negotiation, and possibility of variation 
in either direction as further facts come’ to light or 
further arguments develop. We are seldom driven 
beyond the limits of what we regard as reason and 
common justice, because you, like ourselves, are 
reasonable and common-sense people; and amicable 
settlements are the normal consequence of our 
exchanges. | 
Assets and Profits 


Out of all this I may, perhaps, extract two broad 
principles. They are: 

(x) that the hypothetical purchaser of a large 
interest in a private company is more interested 
in assets than the purchaser of a small holding 
on the Stock Exchange; and 

(2) that dividends, which rank so highly among the 
factors governing stock exchange quotations, 
are much less important than profits to the 
investor in the type of interest we have been 
considering. 

There is nothing arbitrary or theoretical about 
these principles — they are natural and inevitable. It 
is clear that market price, unless artificially controlled, 
is always determined by the attitude of mind of 
buyer and seller; so that this attitude of mind is of 
primary importance. 

The difference between a small interest in a quoted 
company and a large interest in a private company is 
rather like the difference in the individual’s relation- 
ship to the nation and the family. In one case the seat 
of government is remote and more or less unapproach- 
able; in the other case the set-up is normally closely- 
knit, almost domestic. Though father may be the 
titular head of the family, all those round the break- 
fast table know that, behind his newspaper, he is not 
unconscious of or unswayed by the views expressed. 

I have referred to the weight of both assets and 
profits; but I should like to make the point that in the 
normal case it is fallacious to treat those two ds 
entirely separable. It would be extremely rare to find 
a company owning nothing but, say, family heir- 
looms, which were static and unproductive. Generally 
speaking, if we exclude the type of company which is 
only a depository for family savings, assets are held 
with the object of producing profits. Unless they are 
held solely with a view to capital profits, there is a 


` relationship between capital value and potential 


income. If an abnormally high rate of income is being 
earned, there is a goodwill element — that is, there is, 
in fact, another asset. If the profits are prima facie 
abnormally low, either this is due to poor manage- 
ment, or the need for rationalization of the organiza- 
tion, or else the value of the assets requires reconsider- 
ation. In any case the normal type of investor in a 
proportionately large interest in a private company 
is conscious that his voice will either mediately or 
immediately be considerable in direction of the com- 
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` pany’s policy; that the control which should ensure 
the exploitation of the company’s assets to produce 
a proper return is not remote, but is within the ambit 
of his activities. 


° Controlled Companies 


At this stage I propose to pass out of the realm of 
the large minority holding, valued under Section 7 (5) 
of the Finance Act, 1894, to the interest in a company 
to which an assets basis of valuation has to be applied. 
by virtue of special statutory provisions. It should 
perhaps be pointed out that a holding which in itself 
constitutes a controlling interest has normally a 
higher market value than a minority interest; so that 
even without the special legislation In 1930, 1940 and 
subsequently, we should be entitled to approach the 
problem of valuation from a particular angle, and, in 
fact, did so even in pre-1930 days. A holding in which 
inheres the right to liquidate the company can never 
be worth less than the amount that could be obtained 
by the realization of the assets. This point should not 
be overlooked in valuing interests in subsidiary 
companies. 

On the other hand the holdings to be valued with 
reference to the company’s assets under the provisions 
of the Finance Act, 1940, embrace a far wider range 
than the actual control holding, and may well involve 
an assets basis of valuation even in the case of a 
minority holding. The Act was obviously framed to 
cover the patriarchal type of family company, where 
the founder, though having distributed his interests 
- among his family, nevertheless, by forces of tradition, 
respect, and dominance of personality, swayed the 
policy of the company and controlled its destinies. 
The Revenue was given no discretion in deciding 
whether to apply the relevant sections ~ it was all a 
matter of statutory interpretation; and although in 
my view there has been a tendency to exaggerate the 
injustices of the sections, cases undoubtedly arose 
from time to time which fell within the statute more 
or less by accident; and the increasing rates of estate 
duty brought into prominence cases where a control 
basis had to be adopted for valuation, although the 
executors had no controlling interest to dispose of, 
and no means of realizing a figure commensurate with 
the statutory valuation. The relevant sections in the 
1954 Act have been designed (inter alia) to remedy 
some of these anomalies. 

You, gentlemen, probably find that the problems 
` of pure accountancy are sufficiently numerous and 
intricate to occupy your time, and are content to 
leave the subtler points of interpretation to the 
forensic skill of the purely legal professions. In run- 
ning over in outline some of the main provisions of 
the 1940 and 1954 Acts on this subject, I shall try to 
concentrate on those aspects which are likely to 
engage the special attention of your profession. 

I may say that when the Finance Act, 1954, became 
law, I imagined that by the time this lecture came to 
be delivered, I might have had sufficient experience 
of the working of the Act to crystallize certain prece- 
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dents for your guidance. But unfortunately, so far as ` 


the purposes of this lecture are concerned, that has 
not happened, and my dealing with the subject may 
seem to some extent superficial. This is firstly because 
of the difficulty of adumbrating what particular points 
of interpretation will present the greatest problems, 
and secondly, because a talk is not the best medium 
for the exploration of complicated metaphysics. I can 
only hope to put you on guard, as it were, and 
watchful for the matters which during the coming 
years are likely to engage your attention. 


Section 55, Finance Act, 1940 


Section 55 of the Finance Act, 1940 (as modified 
in 1946), imposed a valuation of shares and debentures 
on the basis of the assets of companies to which the 
section applies, if f 
(a) the deceased actually controlled the company 
within five years of his death; or 


(b) if he was entitled to more than half the dividends 
and interest on shares and debentures for any 
period within the five years; or 

(c) if he was beneficially interested in possession in 
half the shares and debentures, and no one else 
was in control, any time during the five years. 


In the above condensation I have sacrificed 
accuracy to brevity. The only way to approach 
accuracy is to study every word of the statute, which 
is complex and detailed. 

In the first class, mentioned in group (a) -— i.e. 
where the deceased had actually controlled the com- 
pany — control may be either by majority of votes, in 
which case, assuming the holding was intact at the 
death, we should have got something like an assets 
valuation anyway; or it may be control by virtue of 
the deceased’s position as governing director or as 
having the powers of the board. That is to say, the 
section brought in executive control, which might die 
with the deceased. 

To summarize, the 1940 Act imposes an assets 
basis of valuation in certain conditions, dependent 
not primarily on the holdings themselves, but on the 
powers or interests of the deceased. ‘The four essential, 

(1) voting control; 

(2) certain interests in capital; 

(3) certain interests in income; 

(4) executive control. . 

It will help our subsequent considerations if you 
will keep these four headings clearly in mind. 

If I may now make what seems to be a digression, 
but really is riot, you will remember that since 1925 
lower rates of estate duty have been applicable to the 
agricultural value of agricultural property passing on 
the death. If, however, a person or group of persons 
engaged in husbandry or forestry desired the benefits 
of incorporation and formed the business into a com- 
pany, the benefits of the reduced rates were lost, 
because what passed on the death was no longer land, 
but shares. This anomaly is remedied as regards 
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Section 55 cases by Section 28 of the Finance Act, 
1954, which also extends the benefits of the reduced 
rates in some cases to classes of assets never before 
embraced ~ namely, industrial hereditaments and 
machinery and plant, whether forming part of a 
business passing on the death or part of the assets of 
a company of which shares pass, if such shares have 
to be valued on an assets basis by virtue of the 
1940 Act. 
Finance Act, 1954 


We have, then, three classes of property in Section 
55 cases to which relief in respect of rate of duty 
may extend. These are: 

(1) agricultural property; 

(2) industrial hereditaments; 

(3) machinery and plant; 
and I propose briefly to refer to these separately. 

First as regards agricultural property: 

(a) the company must be engaged in husbandry or 
forestry; | 

(b) the property must be agricultural as defined in 
the Finance Act, 1925; 

(c) the property must be occupied by the company 
for the purposes of husbandry or forestry; 

(d) if the property is occupied partly for these pur- 
poses and partly for others, an apportionment 
is necessary under Section 28 (2) (b). 

As regards the second class, industrial heredita- 

ments: 

(a) the hereditaments must be industrial; 

(b) where property is used partly for industrial and 
partly for other purposes, apportionment is 
necessary under Section 28 (7) and (8); 

(c) the property must be used in and occupied for 
the purpose of the company’s business. Here 
again apportionment may be involved. 

As to the third class of property, machinery and 

plant: 

(a) the relief will, broadly and generally, cover 
those types qualifying for income tax allowances 
on a wear and tear basis, as distinct from those 
dealt with on a renewals basis; 

(b) it is not necessary that the machinery and plant 
should be used for industrial purposes; but 

(c) it must be used for the purpose of the com- 
pany’s business. Where there is a mixed user 
(as often in the case of motor vehicles), Section 
28 (6) requires an apportionment on a just and 
reasonable basis, which the income tax officers 
will often have worked out already. 

As regards industrial hereditaments and machinery 
and plant (but not, be it noted, as regards agricultural 
property), relief may extend to the appropriate pro- 
portion of property held via subsidiary companies 
(see Section 28 (3) (b) and (c)). 

When we come to the deduction of liabilities and 
deciding how they shall be allocated against various 
types of assets, so far as these are unsecured the 
scheme of the Act (vide Section 31 (6)), is to treat 
them so that the taxpayer gets the maximum benefit. 

In my very brief summary, you will have noted a 
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number of references to apportionment; and I am 
sure you will have grasped that in some cases appor- 
tionment will be superimposed on apportionment 
through several stages. When we have ultimately 
arrived at the net part of our company’s assets 
entitled to relief, we have to apply that proportion 
to the various classes of shares and debentures in 
which the deceased was interested. In future your 
work (and mine) is likely to entail far more than the ` 
ascertainment of the value of the deceased’s holdings 
on the statutory basis. 

There will be cases where it is actually advantageous 
to the parties to value under Section 55 if possible, 
because the possibly higher value so arrived at will 
be more than offset by the lower rate of duty applic- 
able; and while the law has to be applied without fear 
or favour, I have no doubt your profession will be 
called upon to advise on which side your clients 
should put the weight of their arguments. 


Sales in Section 55 Cases 


Section 30 (1) of the Finance Act, 1954, is another 
that will involve you. This provides that even where 
holdings fall to be valued under Section 55, a genuine 
negotiated sale within three years of the death of any 
part of such interest causes the sale price to be taken 
as the criterion of value of such part, if the result is 
a lower figure. Family dealings of the kind which I 
designated as suspect are carefully ruled out; and the 
sale price has to be adjusted for changed circum- 
stances between the date of death and the date of 
sale. It is on this last point that you come in. You 
will see that a sale for a lower figure than that com- 
puted under Section 55 does not necessarily involve 
a reduction, if the lower price is solely attributable 
to changed conditions, either in the company’s 
fortunes or in industrial values. 

Section 29 limits in certain regards the application 
of Section 55, not in the ‘voting control’ class of case, 
but in the other three — i.e, the cases of the capital 
interest, the income interest, and the executive control 
tests. In the last two groups such control must be 
continuous for a two-year period; and in all cases, 
the application of the section depends on the seat of 
control after the death, and the linking therewith of 
holdings passing on the death. Let me repeat, to 
avoid confusion, that the seat of control after the 
death is irrelevant where the deceased had voting 
control of the company ~it is only relevant in the 
other types of case, 


Control After the Death 


This introduction of the locus of control after the 
death as a factor in determining the basis of valuation 
is an innovation, an entirely new principle. It is 
interesting to note that control vested in a family is 
treated the same as control in an individual. Although 
this is a relieving section, it does not relieve from the 
operation of Section 55 where control rests in a 
family; and this is another pointer (if such were 
needed) in favour of my earlier thesis — that shares in - 
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‘a quasi-partnership family business are looked upon by 
all concerned as a share in its assets, dnd there is no 
hardship or injustice in taking account of this aspect. 


Deduction of Tax Liabilities 


I now propose to turn to another matter arising on 
valuation by reference to a company’s assets on which 
the 1954 Act has something to say. It must be 
emphasized, because this point is frequently not 
appreciated, that Section 55 of the Finance Act, 1940, 
hypothecates a sale, not of the company’s undertaking, 
but of its assets — that is, its gross assets. When we 
come to consider what liabilities may be deducted 
to arrive at the net assets, we are governed by Section 
50 of the same Act. We find there that allowable 
liabilities may be actual, contingent, or immature, 
but that they are related to circumstances as they 
existed at the date of death, and unaffected by the 
legal fiction of a sale. The commonest discussions on 
allowable liabilities arose on matters of taxation, ahd 
the decision in the Duffy case in 1947 (confirmed on 
appeal in 1948) clarified the position in this regard, 
on a basis which I can best illustrate by an example. 

Suppose our company’s financial year ended on 
December 31st, 1952, and our deceased died on 
March 31st, 1953 — three months later. The company 
will have been assessed to 1952-53 income tax on the 
basis of its profits for the previous year, viz. that 
ending December 31st, 1951. In accordance with 
normal accountancy practice, the company will also 
probably have provided in its accounts for the tax 
that will be computed by reference to the profits for 
the year ended December 31st, 1952. But these profits 
will form the basis of the 1953-54 assessment, a fiscal 
‘period that had not even started at the date of death; 
and Duffy establishes that for the purpose of our 
valuation none of this tax is deductible. Such tax was 
not even imposed until the 1953 Finance Act became 
law, and could not at the date of death have been a 
{ability at all. Still less, of course, could the ‘tax 
which would ultimately be computed on the 1953 
profits, of which a proportion had been earned prior 
to the date of death, be allowed — this tax would be 
in respect of the fiscal year 1954-55. 

The Duffy decision related to income tax; as regards 
profits tax my office felt it had a little more latitude. 
‘A company’s non-distribution relief clearly could 
not be allowed in full, because it might not become 
payable for years, and meantime the accumulation 
formed part of the company’s assets which were 
utilized to earn profits. But profits tax being a con- 
tinuing tax, not needing to be reimposed from year 
to year, we felt we were entitled to regard any 
deferred part of it as a contingent liability; and the 
amount deductible was a matter of negotiation and 
estimation on reasonable lines. 

But in 1953 the Council of your Institute, con- 
cerned, of course, solely with the responsibility of 
accountants as regards accounts and reports prepared 
‘by them, advised after consultation with counsel that 
profits tax non-distribution relief was néither a 
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liability nor a contingent liability —in fact. not a 
liability at all: and made certain suggestions as to the 
way the matter should be dealt with for your pur- 
poses. A difficult situation for us, gentlemen, as I 
hope you appreciate. In the midst of lapidation of the 
Revenue in some quarters as the destroyers of family 
businesses and wreckers of homes, we modestly try 
to interpret the statutes as favourably to the taxpayer 
as we can; then you chaps pop up and say ‘You can’t 
do that — it isn’t legal’. Truly the way of the civil 
servant with a heart is a hard one. 

All this is leading up to Section: 30 (3) of the 
Finance Act, 1954, dealing with taxation liabilities 
allowable in Section 55 cases. This subsection decrees 
that liabilities for taxation that may arise which are 
referable to profits accruing before the death shall be 
treated as actual but contingent liabilities at the date 
of death. Before, however, you start flinging your 
caps in the air because you expect to get away with 
deduction of next year’s income tax, I must damp 
your enthusiasm with a limitation imposed by the 
Act. In the example I gave earlier — company’s year 
ending December 1952, death March 1953 ~the 
income tax referable to the 1952 profits is normally 
payable out of income or profits arising after the 
death; and it is only to the extent to which such 
income or profit is likely to be insufficient, that the 
‘office is entitled to take account of the liability at the 
date of death. 

The subsection does something for the taxpayer, 
however. It replaces the mantle of orthodoxy on the 
treatment of non-distribution relief as a contingent 
liability. And it is particularly helpful in one special 
type of case. Where we had property and investment 
dealing companies, the value of the company’s assets 
was frequently increased on investigation to figures 
far above those agreed for income tax purposes. 
Nevertheless, we were precluded by the Duffy prin- 
ciple from allowing deduction of anything in respect 
of the consequential taxation which would have 
arisen if the assets had in fact been sold at the 
enhanced values at the date of death. The treatment 
by the new Act of taxation on these notional or un- 
realized profits as a contingent liability gives scope 
for relief where none was previously possible. 


Quick Successions 


Another provision of the 1954 Act which will come 
within your purview is that relating to quick succes- 
sion. You are probably aware that since 1914, when 
property consisting of land or a business passed: for 
estate duty purposes on two successive deaths within 
five years, the second owner being the person to whom 
it passed on the first death, the estate duty payable 
on the second death has been reduced. This relief 
was, however, lost by incorporation, so that interests 
in a company, although such company held assets of 
the type relieved, could not qualify. This is remedied 
by Section 30 (4) of the Finance Act, 1954, which 
extends the advantage to the proportion of the 
interest in a company represented by the right kind 
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of assets, either directly or through subsidiaries, pro- 
vided the assets basis of valuation imposed by 
Section 55 of the Finance Act, 1940, applied on both 
deaths. It is necessary that the same shares or 
debentures pass on both deaths, and if the appropriate 
proportion was lower on the first death the relief is 
calculated with reference to that figure. The basis of 
apportionment is governed by Section 31 (5) of the 
Act: and that, gentlemen, is where you come in. 

As under this Act events or circumstances after 
the death may have some effect on duty, you will 
appreciate that capital reconstructions after a death 
may cause. complications. This is provided for in 
Section 30 (5). 

It is impossible to present in this lecture anything 
but the barest and most inadequate outline of the 
operation of the new Act so far as it relates to the 
valuation of shares, and any particular case will, I 
fear, involve the most careful and detailed study of 
the provisions. All I have hoped to do is to give some 
indication of the nature and scope of the problems 
and the approach to their solution. - 


Disclosure of Information 


May I now turn to another matter that arises in 
connection with the valuation of minority holdings — 
namely, the extent to which my office is entitled to 
ask for information to enable it to perform its 
statutory duty on behalf of the Commissioners. It is 
rare for us to encounter anything but the fullest co- 
operation from the parties and the companies 
involved; but occasionally we are faced with a stub- 
born resistance to the furnishing of anything that 
would not be in the hands of an ordinary shareholder 
in a quoted company. There is no resistance, of 
course, where the information or accounts for which 
we ask are in fact adverse to the value of the shares; 
and you will forgive us for a tendency to assume that 
a certain coyness in giving is probably coupled with 
favourable features. 

Sections 8 (s) and 8 (14) of the Finance Act, 1894, 
give the Revenue a right to call for any information 
or evidence which is in the possession of the executors 
or which they can obtain. Where an executor happens 
to be also a director of and shareholder in the com- 
pany, we have once or twice got into almost surgical 
difficulties through the parties’ attempts to perform 
a dichotomy of his functions, claiming that he could 
only disclose what he knew as executor. Presumably 
A. as executor could ask A. as director for further 
information, and A. as director could regretfully 
decline it to A. as executor as a breach of confidence. 
Imagination boggles as to what a Court would say if 
a deal took place between these two entities at a price 
which looked fair to A. as executor, but which A. as 
director knew was a thundering good bargain. I once 
had .a case where certain information was required 
in connection with the deceased’s free estate, and 
also with regard to a trust fund. I asked the executor, 
through his solicitor, and he said ‘this is a matter for 
the trustee’. I asked the trustee, and he said ‘this is 
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a matter for the executor’, After some correspondence 
I noticed that the executor and the trustee were the 
same person. I politely asked him to fight it out with 
himself, and hand me the goods in any capacity he 
liked. À "e i 

With due respect to the very few who may hold 
opposite views, I suggest that all this is avoided by a 
little common sense, and the realistic approach for 
which I plead. We have to assume an open market 
sale; let us assume an open market sale of the type of 
property we are dealing with, and not something 
else. There is no doubt that in the case of the private 
company, the family company, the local company, 
the extent and nature of the information available to 
the normal shareholder bears no relation to what the 
general run of shareholder in a quoted industrial 
with nation-wide ramification has. And the infor- 
mation which this office asks for is merely what is 
generally already available to the local shareholder, 
or would be readily made available in the event of á 
contemplated open market sale. : 

On this question of information, it was agreed by 
both sides in the Salvesen case in 1930 (which dealt 
with the value of a substantial minority holding in-a 
private company) that a prospective buyer would 
inform himself of all the relevant facts, and in par- 
ticular would have made available to him the accounts 
of the company. In the more recent Holt case, Mr 
Justice Danckwerts held that the Court must assume 
a prudent buyer who would make full inquiries and 
have access to accounts and other information which 
would be likely to be available to him. There were 
other comments in the Holt case on the question of 
what would be likely to be available to the hypothetical 
purchaser; all I am saying is that in the type of com- 
pany we are considering, it would be a very great 
deal. We are bound to assume a sale; and there won’t 
be a sale if the purchaser is asked to buy a pig in a 
poke. Normal commercial transactions involve a high 
degree of disclosure in such circumstances, and full 
co-operation by all is the rule rather than the 
exception. 

Sometimes we are challenged for calling for an , 
account which only became available after the death. 
This may be requested for various reasons. If 
accounts are made up to December 31st and the 
death occurs the day after, it is clear that no sale 
could possibly be negotiated until some steps had 
been taken to find out something about the year’s 
results. Even where the death occurs near the end of 
a financial year, I submit that production of the year’s 
accounts when completed only puts my office in as 
favourable a position, as regards knowledge, as the 
people on the spot, who must have a pretty good idea 
of the course of trading. If the final audit produced 
any surprises, they can tell us, and we will give them 
weight. And, of course, if the parties have contended 
that.the deceased’s death killed the business, we are 
entitled as a matter of cross-examination to say, 
‘prove it’. 

Thank you for your most attentive hearing. 
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WEEKLY NOTES 


The Scottish Institute’s New President 


At the annual general meeting of The Institute of 
Chartered Accountants of Scotland, which was report- 
ed in our last issue, 
Sir Ian Bolton, Bt., 
O.B.E., H.M.L., JP., 
C.A., a partner in 
the firm of Mc- 
Clelland, Ker & Co, 
Chartered Ac- 
countants, of Glas- 
gow and London, 
was elected Presi- 
dent for the year 
1955-56. ° 

Sir Ian Bolton, 
who is 66, was edu- 
cated at. Eton and 
served his appren- 
ticeship with 
Messrs Moores, 
Carson & Watson, 
Chartered Accoun- 





tants. He qualified in 1913. 

On the outbreak of the First World War he was 
commissioned in the Argyll and Sutherland High- 
landers and went to France in 1914, where he served 
with distinction, being mentioned in dispatches. He 
was wounded in May r915 and was unfit for further 
active service, but remained in the army until 1919 
in which year he joined the. firm of McClelland, Ker 
& Co, becoming a partner in 1924. In October 1931 
his father, Sir Edwin Bolton, died, and he succeeded 
to the title. During the Second World War, Sir Ian 
was head of the Intelligence Department of the 
District Commissioner’s office in Glasgow and re- 
ceived the O.B.E. in recognition of his services. 

He has been a part-time member of the British 
Transport Commission since 1947, and in 1955 was 
appointed chairman of the Area Board of the Com- 
mission for Scotland. He is a director of a number of 
companies and, since 1949, has been Her Majesty’s 
Lieutenant for Stirlingshire. 

In his younger days, Sir Ian was keen on shooting 
and stalking and there cannot be many men who can 
claim as he may, to have shot their stag and arrived 
at the office at the right time on the same morning. 
Unfortunately the injury to his leg by his war wound 
has necessitated his using crutches, but he never- 
theless remains remarkably agile and his energy is 
boundless. 

For many years, Sir Ian has taken an active interest 
in the Boy Scout movement and there are few people 
who have done more for it. He has given a permanent 
camp site for use by the Scouts at West Plean, his 
estate near Bannockburn. Besides being County 
Commissioner for Stirlingshire, he is President and 
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Chairman of the Scottish Scout Executive and 
Council and is a member of the Committee of the 
Council of the Boy Scouts’ Association. | 

Sir Jan has been a member of the Council of the 
Scottish Institute since the amalgamation of the 
three former bodies in 1951 and was President of 
the former Institute of Accountants and Actuaries in 
Glasgow in 1948-49 and 1949-50. 

Mr George Innes Stewart, M.C., C.A.,.1s the new 
Vice-President of the Institute. He was admitted to 
membership of the Institute in 1922 and is senior 
partner in the firm of Martin Currie & Co, Chartered 
Accountants, of Edinburgh. 


Important Ministerial Post for Scottish 
Chartered Accountant 


Commander T. D. Galbraith, R.N. (Retd.), C.A., 
Member of Parliament for the Pollok division of 
Glasgow, and Joint Parliamentary Under-Secretary 
of State for Scotland since the autumn of 1951, has 
received a barony and has been appointed Minister of 
State, Scottish Office. This appointment is among 
the Ministerial changes made by Sir Anthony 
Eden, the new Prime Minister, on taking office 
following the retirement of Sir Winston Churchill 
last week. 

Commander Galbraith, who has been a member of 
the Scottish Institute since 1925, is senior partner in 
the firm of Walter & W. -B. Galbraith, Chartered 
Accountants, of Glasgow. He joined the Royal Navy 
in 1903 and retired in 1922, serving again, however, 
in 1939-42. He was elected to Parliament in 1940 and 
his elevation to the peerage now leaves a vacancy in 
the Pollok division. 

Two other members of the profession, Lord De 
L’Isle and Dudley, v.C., M.A., A.C.A., Secretary of 
State for Air, and Mr A. E. Marples, A.s.a.a., M.P., 
Parliamentary Secretary to the Ministry of Pensions 
and National Insurance, continue in office. 


Balance of Payments in 1954 


Last year this country’s balance of payments showed 
a surplus of {160 million, compared with {217 
million in 1953. If allowance is made for the fact 
that defence aid (net) was reduced by £52 million 
over the year the outcome is very similar, superficially, 
to that for 1953. It would appear at first sight that 
the visible balance which shows a deficit of £192 
million compared with a deficit of £218 million in 
the previous year has not changed very much for the 
worse. The invisible surplus for the year came out 
at £302 million compared with the invisible surplus 
of £333 million in 1953. 

There are two features about the figures, however, 
which are less reassuring. In the first place it is 
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apparent, comparing the experience of the second 
half of last year with the first half, that the balance of 
payments situation deteriorated substantially as the 
year went on. By the end of the first half of the 
year there was a surplus of {172 million compared 
with a deficit of £12 million in the second half of the 
year. Again, the surplus of {160 million consisted of 
a surplus of £269 million with the rest of the sterling 
area and a deficit of £109 million with the non- 
sterling area. This represented an improvement of 
£96 million in the surplus with sterling area countries 
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but a worsening of £153 million in the United 
Kingdom non-sterling balance. Since there was a 
small surplus with O.E.E.C. countries the brunt of 
the deterioration was borne by the dollar account. 
There was a fall in the surplus of the sterling area 
with the non-sterling world (as recorded by movement 
in the United Kingdom balance of payments) from 
£281 million to £116 million between 1953 and 1954. 
Both the deterioration in the balance of payments 
situation of the United Kingdom and the rest of the 
sterling area were due to much heavier imports. 


FINANCE AND COMMERCE 


With the Budget due on Tuesday and the three-week 
Stock Exchange account ending on the same day, 
it is hardly surprising that stock-market business is 
on a small scale. The undertone remains remarkably 
steady in the anticipation that the Chancellor will 
strike a balance between public expectations inspired 
by a heavy surplus and the national need of a definite 
check to inflation. There has been little pre-Budget 
speculation in the market and what business there 
has been has followed longer-term investment lines. 


Motor Prospects 


Reimposition of import restrictions by the Australian 
Government has created little concern in the motor 
industry which last year found Australia its best 
customer. Exports to South Africa are expected to 
be increased from 20,000 to 6o,ooo cars and South 
and North American sales should be increased. There 
is confidence that last year’s total overseas sales of 
493,000 cars will be exceeded this year. 

Meanwhile, to an industry producing at the rate 
of 18,000 cars and 6,500 lorries and buses a week, 
and likely to increase that rate over the next twelve 
months, the home market still has considerable scope. 
The chairman of the Ford Motor Company recently 
estimated that of the 3,135,000 cars in use more than 
half are of ‘pre-war vintage’. Heavy deliveries to the 
home market in the past two years have hardly 
affected the mass of pre-war cars on the roads. 

An interesting sidelight on home market prices 
and taxation is provided in the fact that it would 
take an American worker twenty weeks’ work to 
pay for the lowest-priced new American Ford car. 
In contrast, the average man at Ford’s Dagenham 
works could pay the basic cost of a Ford Popular 
with twenty-one weeks’ earnings. But he would have 
to work another nine weeks to pay the purchase tax. 
As for running the car the American would work 
ten minutes to pay for a gallon of petrol and the 
Englishman three-quarters of an hour. 


Components Lag ? 


One of the major problems facing the motor manu- 
facturers in their development programmes is the 


supply of components. The prospect of a ‘very big 
lag’ in catching up with demand is foreseen by Mr 
Frank Perkins, chairman of F. Perkins Ltd, the 
diesel engine organization. In ten years this company 
has increased its turnover from £14 million to just 
under £17 million and schemes for still greater output 
are well advanced. But Mr Perkins makes the point 
that not all manufacturers have ready finance for the 
necessary plant extensions, while the shortage of 
labour will be equally acute. 

In its own field the Perkins organization holds a 
leading position in the development of diesel engines 
for vehicle, marine, agricultural and industrial 
purposes, The proved economy of the diesel engine, 
particularly in the commercial and transport vehicle 
field, has been due in no small measure to this 
particular company’s successful research and 
development. 

During the difficult development period after the 
war, the company was financed largely through 
Finance Corporation for Industry funds, but the 
equity is now publicly held. Present expansion, 
beyond the considerable works development at 
Peterborough, tends towards the establishment of 
overseas manufacturing interests. An associated 
company in France has been added to subsidiaries in 
Australia, Canada and South Africa. 


Slow Roads 


Anyone who drove a car on a main road last week- 
end must shudder at the thought of still more cars 
on already inadequate roads. The {20 million trunk 
road programme hardly does more than scratch the 
surface of a problem which years of need for more 
pressing capital programmes elsewhere have persis- 
tently aggravated. 

While much has been made of the new road 
schemes, chairmen of companies closely concerned 
with the problem are noticeably cautious. Mr 
Charles E. Hickman, chairman of Tarmac Ltd, goes 
so far as to say that ‘the pronouncements made from 
time to time are little more than political lip service 
in response to the perfectly legitimate pressure now 
being brought to bear from all quarters and are, 
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‘therefore, anything but convincing’. He points out 
that the expenditure on road maintenance ts likely to 
be reduced this year to judge from Ministerial grants 
to local authorities. 


` Changing Policy | 

This is an age of specialization. The change from 
general and more leisurely trading and production 
conditions is reaching into the corners of commerce. 
From a review of future policy by Mr Arthur B. 
Cook, chairman of Cook, Son & Co (St Pauls) Ltd, 
the wholesale textile warehouse trade is likely to 
become more specialized in order to maintain 
earnings. 

Whereas the practice for years has been for the 
wholesale house to carry all types of merchandise and 
offset narrow profit margins by heavy turnover, 
continuation of such a policy under present con- 
ditions would ‘bring the wholesale house to a day of 
reckoning’. 

The new policy must be to carry only those goods 
necessary for the particular house’s strongest con- 
nections. In this way the house’s operations could be 
streamlined with a resultant saving in costs. Such a 
revision of trading policy in the wholesale soft goods 

trade may be considered to have a parallel in the 
textile trades, and particularly in the Lancashire 
cotton industry, but the process of change is likely 
to be slow despite the regrouping in the wholesale 
trade in the past ten years. 


More Phones 


Despite some improvement in the past two years the 
waiting list for private telephones is still long. But 
this question of telephone apparatus supply and 
demand seems as acute in other countries as it is here. 
In Portugal, for instance, the Anglo-Portuguese 
Telephone Company has had to raise the sights of its 
four-year expansion plan from the installation of 
51,000 to 60,000 lines over the period. The plan was 
decided upon eighteen months ago. 

During the past four years the company has added 
over 50,000 ‘stations’ yet the current demand amounts 
to more than 1,500 applications a month from the 
citizens of Lisbon and Opporto. Last year 17,297 
new stations were added, including 14,581 lines, 
representing an exchange line growth of 14°5 per 
cent in the year. This Sir Alexander Roger claims as 
an exceptionally high rate of development in excess 
of the achievements of telephone undertakings in 
most countries under normal conditions. 

The-Anglo-Portuguese Telephone Company is an 
excellent example of British overseas investment. A 
member of the Telephone and General Trust group 
it is assured of the necessary temporary finance for 
its expansion schemes and its association with the 
Automatic Telephone and Electric Company and 
with British Insulated Callender’s Cables provides a 
closely-knit financial and manufacturing service here. 
Plans are now in hand for the raising of fresh 
permanent capital to repay temporary borrowings 
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which. amounted to some £550,000 at the end ot 
last month. eo E 


t. 


Glanfield Lawrence 


This week’s reprint gives the accounts of Glanfield 
Lawrence Ltd, the motor-cycle and car distributors. 
Although the business goes back many years, these 
are the first accounts of the company in its present 
guise. 

The position briefly is a not uncommon one 
these days: the purchase of an existing company as 
a means to a stock exchange quotation for a privately- 
owned business. ‘The company was John Hetherington 
(Holdings) Ltd, which held various investments, 
mainly shares in Textile Machinery Makers Ltd, a 
subsidiary of Platt Brothers. 

The present accounts cover eighteen months to 
September 30th, 1954, comprising two distinct 
periods. The first is the year to March 31st when the 
company was John Hetherington (Holdings). The 
investments, already noted, were sold during the 
year and earnings for this period consist of the 
investment income. Then on March 31st, the com- 
pany purchased the Glanfield Lawrence Group and 
changed its name to Glanfield Lawrence Ltd. 
Earnings for the six months consist of the Glanfield 
Lawrence profits applicable to that period and the 
ordinary dividend is 5 per cent equivalent to ro per 
cent for a year. 


Good Point 


A good point about this report and accounts is 
that despite the somewhat complicated process by 
which the Glanfield Lawrence business was opened 
to the public investor and the Stock Exchange 
quotation obtained, due regard has been given to 
shareholders’ need for a view of the business as a 
continuing concern. 

This need has been adequately met by the 
chairman’s statement. In addition, there is a 
‘Results of Operations’, covering ten years, at 
the end of the report. This ten-year view also 
shows the disposal of profits in loan and bank interest 
and finance charges, taxation, dividends (net), 
expenses of capital and loan increases, staff benevolent 
fund, and retained in the business. 

The report is well illustrated with pictures of the 
showrooms and depots and also provides the reader 
with a guide to the company’s places of business. 


Money Market ` 


With the market’s bid raised by sd to £99 rs sd, the 
average discount rate fell sharply to £3 14s sd per 
cent at the Treasury bill tender on April 7th. The 
amount offered had been reduced to {250 million 
and applications totalled £402,355,co00. At the higher 
bid the market received 61 per cent of requirements. 
This week’s offer is £250 million. In the discount 
market conditions have remained rather tight and 
some houses have been to the Bank for accommoda- 
ton. ` : 
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GLANFIELD LAWRENCE LIMITED ` 
Balance Sheet as at September 30th, 1954 





- 








Issued As at Ae ot ` 
& Fully March : March 3lst, 
Authorized Pald 3lst, 1953 ; 1953 
£ £ £ Subsidiary Companies (Note 3) 


























Share Capital (Note Ti i £ 
100.000 7 per cent Cumulative Preference Shares in Subsidlary Companies at cost .- 155,000 — 
Shares of £1 each .. be! ee .» 100,000 100,000 Advances to and Dividends receivable from 
2,800,000 Ordinary Shares of 5s each .. 700,000 48,496 121,239 Subsidiaries.. o Eé sg .. 68,028 
- : Less Advances from Subsidiaries .. . 29,418 
£800,000 148,496 —— 38,610 
Capital Reserves (Note 2) .. és Se 3,911 64 193,610 
Revenue Reserves ` Current Assets 
Profit and Loss Account... oa .. 1,784 814 Debtors and Prepoyments .. ss ae — 
I ` ` erem geen Balance at Bankers as .. ae ase 2,695 
154,191 122,417 
- Future Taxation Liability — Income Tax — TOS 
1955-56 ae ae ae ee an 150 eege 
Investments (Sold) (Note 3} ` BS Se -m [19.118 
Current Liabilities and Provisions £ Comber Rights (written off) (Note 3) .. ei mi 3,150 
Creditors and Accrued Liabilities .. T 1,270 - 
Loans (unsecured) Including £28,000 free of `" 
interest Se e Si Se .. 31,000 
Staff Benevolent Fund i gé ase 3,500 
Unclaimed Dividends Se SC - 1,004 
A Taxation ae : SC `. oe on 1,931 
Proposed Dividends .. os is . 3259 
í 41,964 
; annemi 
; ` £496,305 £126,518 £196,305 £126,518 
See i a T C A 
S. T. GLANFIELD EST i 
See Notes on page [438]. A, LEVER y Directors. | 





GLANFIELD LAWRENCE LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Balance Sheet as at September 30th, 1954 


geg 


š Depreci- 
£ £ : Cost ation Het 
issued Capital of Glanfield Lawrence Limited Fixed Assets, at Cost less Depreciatton £ £ E 
(Note Í) 148,496 Freehold Land and Bulldings (Note 5) .. 129,080 129,080 


ae 37,164 Leasehold Buildings .. 618 §70 4,048 


Capital Reserves (Note2).. .. a n .. oe | te, A 
) Plant, Fixtures and Motor Vehicles Se 39.491 18,709 20,782 


—— -aam AE 








Revenue Reserves 








General Reserves ., aie ate Kë ee oe 4,000 £173,189 £19,279 153,910 
Profit and Loss Accounts .. sa eg Ss .. 6,071 Eu 
—— 16,07 
E Deposits for Capital Expenditure undéř Contract .. 440 
“Future Taxation Liability — Income Tax 1955-56 ei 21,370 | 154,350 
Geer Goodwill, at Nominal Value .. < DÉI SS l 
Long-term Liabilities 
Mortgages on Freehold Properties Ve D at 43,775 Current Assets A 
REEN Stock and Work in Progress et lower of Céét or 
, Current Liabilities and Provisions Market Value .. Se is eg x . 64,085 
Customers’ Deposits Ee SS gg ae ee [2,419 Stock in Hands of Customers under Hire-purchasé 
Creditors and Accrued Liabilities së oe . 34817 ' Agreements — outstanding balances less provisión 
Bank Loans (secured)... Se Sg Sc .. 94,500 for charges not yet earned .. Ge oa .. 179,010 
Loans (unsecured) Including £28,000 free of interest.. 31,000 Debtors under Credit Sale Agreements, less provision 
Staff Benevolent Fund .. a së ‘te . 3,500. for Bad Debts and collection charges SE ga 1,254 
Unclaimed Dividends ` .. a i ai .. LOH _ Trade Debtors, déposits and pre-payments .. .. $3,778 
Taxation .. ms sie a i Ss «+ 16,68) | Deposits with Manufacturers .. Së SN . 5,076 
Proposed Dividends ge Së as Sc . 3,259 Balances at Bankers and Cash in Hand Së . 20,568 
—— 197,180 a 303,705 
£458,056 £458,056 
a $ S. T. ANF yy D 
See Notes on page [438]. . A: LEVER nee Y Directors. 


D H 
DEENEN S e e eren 





2 


REPORT OF THE AUDITORS TO THE MEMBERS OF GLANFIELD LAWRENCE LIMITED 


We have obtained all the Information and explanations which to the best of our knowledge and belief were necessary for tht purposes of our audit. in our 
- Opinion proper books of account have been kept by the Company so far as appears from our examination of those books. We Hive examined the annexed 
' Balance Sheet, which Is in agreement with the books of Account. In our opinion and to the best of our information and according to che explanations given 
to us, che said Balance Sheet, together with the Notes on page [438], gives the Information required by the Companies Act, (948: ebe manner so required 
and gives a true and fair view of the state of the Company’s affairs as at September 30th, 1954, S i 
We have also examined rhe annexed Consolidated Balance Sheet'and Consolidated Profit and Loss Account of the Parent Cohipany and its subsidiaries 
Wi ee Ps peel S T ie E eieiei ek SE opinen ue Seana Balance Säi and Consolidated Profit and Loss Atcou ne have been properly 

ance. w e provisions of the Companies Act , SO as to give, together with the Note e f ue aha! fair vi € 
of the state of affairs and of the profit of Glanfield Lawrence Limited and its subsidiaries. : SE Wie weg 3 eer 

ú ..` ` . ` de A ' % 

_ . Africa House, Kingsway, WC2. suis See 2 Za ' CS I EE pure P ESCH 


February 23rd, 1955. Ce 


` ` 
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GLANFIELD LAWRENCE LIMITED AND SUBSIDIARY COMPANIES 2 
Consolidated Profit and Loss Account for the Eighteen Months ended September 30th, 1954 





Profit of Glanfield Lawrence Limited £ £ £ Glanfield Retained In 
(formerly John Hetherington (Holdings) Limited) Lawrence Subsidiary 
For the period April ist, 1953, to March 3ist, Limited Companies 
1954, prior to the acquisition of the Glanfield £ £ 
Lawrence Group (Note 4) 

Gross Investment Income Së ge e 3,281 Net Profit of the Group, brought forward .. e. 12,531 


Less Office Expenses .. e es Sé 361 


Audit Fee .. Se Se ak ae 52 Retained In Subsidiary Companies .. Ss ae 8,302 

Directors’ Emoluments (Fees £179, — 
Salaries £119) .. E Gs D 298 nm 4,229 8,302 
2,570 Balance brought forward from March 1953 ., Sé 814 wl 


Taxation thereon: 
Profits Tax {including £578 for previous years) 587 
Income Tax ek is i a .. 1,290 


Balances Available Sie ia HA ae . 5,043 8,302 


Net Profit ae e e ae e a ae aa pubes 693 Deduct: 
Transfer to General Reserves _ .. P 
Net Dividends to Outside Shareholders .. es 
Proposed Net Dividends to members of Glanfield 
Lawrence Limited: 
On 7 per cent Cumulative Preference Shares for 
43.456 6 months ended September 30ch, 1954 is 
, On Ordinary Shares, at 5 per cent, less tax .. 


Profit of the Glanfield Lawrence Group 
For the period April Ist, 1954, to September 30th, 
1954 (Note 4), arrived at as follows: 
Profit of the Group for the year ended Septem, 
ei 30th, 1954, after charging the items inset 
iow ee .. .. .. 2a t 


Depreciation and Amortisation of Fixed 

Assets (including £369 premiums on Sink- 

ing Fund Policies) .. = D .. 3,461 
Loan Interest (gross) .. Kä Së .. $2,663 
Audit Fees and Expenses So 1,044 





Balances carried forward, as per Company Balance 
Sheets ., Di Ss Si e ës vs 41,784 4,287 


Emoluments of Directors of Glanfteid 
Lawrence Limited — Remuneration as 
Managers .. a Ee xi «. 4,470 








£21,638 Balances carried forward, as per Consolidated Balance 
Sheet (page [437]} .. Sa Se p as .. £6,071 
Taxation thereon: 
Profits Tax ae ee oe an on £2.437 
Income Tax... Sg eis s oe 21,563 
cae mers 24,000 
Net Profit of the Group.. gi ss eg 19,456 
less Profit relating to the pre-acqulsition I 
period: 
Transferred to Capital Reserve .. .. 6,724 
Preference Dividends pald.. Se Ka 89 jä 
—— 11,838 
Net Profit of the Group, carried forward oe £12,531 
==. See Notes [below]. 





NOTES ON ACCOUNTS 


L On March 3lst, 1954, the issued capital of the Company, amounting to £121,240 in Ordinary Stock Units and Shares, was converted Into 72,744 
fully paid 7 per cent Cumulative Preference Shares of £1 each, and 193,984 fully paid Ordinary Shares of 5s each. A further 27,256 Preference Shares were 
Issued for cash at par, thus making the total Issued Capital £100,000 In Preference Shares and £48,496 in Ordinary Shares. 

2. The Capital Reserves shown in the Balance Sheet of Glanfield Lawrence Limited, and the Consolidated Balance Sheat of the Company and Its sub- 
sidlarles, are made up as follows: 


Glanfield Lawrence Limited £ £ 
Balance at date of last Balance Sheet, March 31st, 1953 .. .. SR ate i Ss es 
Profit on Sale of investments ss ep E. eg e e .. ae ot .. .. 13,3 12 
13,376 
Less Comber rights written off as having no value „a oe .. a gie CS 25 .. 3,150 
Fees, expenses and stamp duties, consequent on purchase of the Glanfield Lawrence Group, 
written off Sg *+ ae ae ae .. es ae ae = + ast 6,315 
— 9,465 
Balance as per Balance Sheet (page [437]) .. š ae ais se Sa Ss ie eg 3,91] 


Subsidiary Companies 
Pre-acquisition profits of the Glanfield Lawrence Group: 
Balance at September 30th, 1953 (including Excess Profits Tax Post-war Refunds (£1,851) .. 26,529 


Profit for the 6 months ended March 3ist, 1954 Ss as ee Déi Sg Zei .. 6,724 
—— 33,253 





Balance as per Consolidated Balance Sheet (page [437]).. Sg ei = š Se D £37,164 


3. All the Company's Investments were realized prior to March 3ist, 1954, at a profit over book value of £13,312 which has been credited to Capital 
Reserves (Note 2). The Comber Rights were written off as having no value (Note 2). On March 3lst, 1954, the Company acquired the entire Issued Capital 
of the former Glanfield Lawrence Limited at a cose of £150,000. Subsequently it acquired the interest of an outside Shareholder in a subsidiary Company 
being 5,000 Preference Shares of £] each, at a cost of £5,000. There were no outside Shareholders in subsidiary companies ar September 30th, 1954, 

4. The profit for the first period, I2 months ended March 3!st, 1954, during which the Company was named John Hetherington (Holdings) Limited, 
consists of Income from investments, less expenses. The profit for the second period, six months ended September 30ch, 1954, is the profit of che Glanfieid 
Lawrence Group of Companies for that period. As the accounting date of the Group is September 30th, che Consolidated Profit and Loss Account shows, 
for the interest of shareholders, the profit of the Group for a full year ended September 30ch, 1954, from which Is deducted the amount relating to the 
first six months, i.e. the period before acquisition of the Group. The lacter amount has been transferred to Capital Reserves. 


5. No depreciation has been written off Freehold Land and Buildings. 
6. At September 30th, 1954, commitments for Capita! Expenditure by subsidiaries amounted to approximately £4,000. 


7. No comparative figures for the preceding financial year can be given for the Consolidated Profit and Loss Account and Balance Sheet, these accounts 
being the first Group Accounts of the Company. 


` 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed.- 


Management Accounting 


‘Sir, — Your leading article of February 12th, entitled 
‘Specialism’ is interesting to read in conjunction with 
your ‘North American Commentary’ published on 
March rath. | 

In the latter, referring to Mr Maurice H. Stans, 
C.P.A., the President of the American Institute of 
Accountants, it is reported: 

‘He thinks the“accounting profession will develop 
its own specialists and reclaim much of the work in 
management engineering which it has allowed to go 

be default to others. For this the profession will need 
higher standards of training and Mr Stans foresees 
_ specialized curricula in the colleges for public 
accounting as against industrial accounting’. 
Yours faithfully, 
Sheffield. F, CLIVE DE PAULA. 


Valuation of Work in Progress 


Sir, — A company values its work in progress on the 
basis of direct materials plus direct labour plus over- 
heads. The allocation of overheads to products is by 
the ‘percentage of direct labour’ method, the rate used 
being calculated at the commencement of the financial 


year on the basis of the estimated figures’ for over- 
heads and direct labour for the period. Thus, the 
overhead rate for the year may be fixed at (say) rro 
per cent and this rate will then be applied to all work 
passing through the factory during the year. ` 

However, actual overhead expenditure does not 
accrue at a constant rate (e.g. holiday pay is almost 
wholly paid out in one month of the year) and there- 
fore when the half-yearly accounts are prepared, the 
actual overhead rate at that time may well be-only 
(say) 95 per cent of direct labour to date. Neverthe- 
less, when the current work in progress eventually 
passes into sales the ultimate overhead rate of rro per 
cent will be applied. 

The problem arises, therefore, as to which of these 
two rates, the half-year actual of or per cent or the 
estimated final rate of rro per cent, should be applied 
to the work in progress for the purpose of valuation 
for the half-yearly accounts. 

I will be glad if any of your readers would care to 
express their views as to which of these overhead 
rates they consider to be the correct one to adopt in 
the circumstances. Yours faithfully, 

Stevenage, Herts. D. F. GOCH. 


CURRENT LAW 


| Company Liquidation: Appointment of 
Liquidator 


Rule r34 of the Companies (Winding-up) Rules, 
1949, provides that: 


‘At a meeting of creditors a resolution shall be 
deemed to be passed when a majority in number and 
value of the creditors present . . . have voted in 
favour of the resolution.’ 


At a meeting of creditors of Caston Cushioning Ltd 
(Re Caston Cushioning Lid (Solicitors Fournal, 
February 19th, 1955)), a resolution nominating a 
liquidator did not receive the vote of a majority in 
number. There were no other nominations, however, 
though a liquidator had previously been appointed 
by the company, and the chairman declared the 
nominee appointed. The petitioner in the case 
asked that the company be wound up by the Court 
and his petition was not opposed. Section 294 of 
the Companies Act, 1948, provides that the person 
nominated by the company shall be liquidator, in 
the absence of any nomination by the creditors. 
Therefore the liquidator appointed by the company 
at an extraordinary general meeting had been duly 
appointed. 

The liquidator having appeared to protect himself 
and having been duly appointed was, in the view of 
Roxburgh, J., entitled to his costs. : 


Company Winding-up: Rights of 
Shareholders 
Regulation 2 (s) of the Regulations made under thë 
Coal Industry Nationalization Act, 1946, provided 
that no adjustment as between classes of shareholders 
should be effective unless notice under paragraph 2 
of the Regulation is served before the expiry of nine 
months from the date when the amount of the com- 
pensation to be made under the Act in respect of 
the transfer of the company’s interests, and under 
any claim under Section 17 of the Act, is finally 
determined. Regulation 23 provided that in certain 
cases the date might be postponed. 

In Re Doncaster Amalgamated Collieries Ltd 
(Solicitors Journal, February 19th, 1955), the 
preference shareholders argued that the final deter- 
mination of the value should be at the date when the 
valuation by the local valuations board was finally 
determined. The ordinary shareholders, on the other 
hand, contended for the date of the vesting of the 
assets in the National Coal Board. 

Vaisey, J., said that if the former was the right 
view, the distribution would be delayed until the end 
of 1955, which would be unfortunate for the ordinary 
shareholders; but nevertheless ‘final determination’ 
was meant to refer to the date of the decision of the 
local referees, subject to any postponement by the 
Minister under Regulation 23. a 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, 
April 6th, 1955, at the Hall of the Institute, Moorgate 
Place, London, EC2, there were present: 

Mr D. V. House, President, in the chair; Messrs H. 
Garton Ash, opp. M.C., W. L. Barrows, Sir Harold Barton, 
Mr T. A. Hamilton Baynes, Sir os Binder, Messrs 
J. Blakey, G W. Boyce, x B.E., G. Campbell, P. F. 
Carpenter, D. A. Clarke, S . W. Cornwell E. C. Corton, 
W. G. Densem, A. 8. H. Dicker, M.B.E., W. W. Fea, G. R. 
Freeman, Sir Harold Gillett, m.c., Mr p. F. Granger, Sir 
Harold Howitt, G.B.E., D.s.O., M.C., Messrs W. H. Lawson, 
c.B.E., R. B: Leech, M.B.E., T.D., R. McNeil, S. J. Pears, 
C. U. Peat, M.C., P. M. Rees, M.c., DV. Roberts, L. W. 
Robson, Sir Thomas Robson, M.B.E., „Messrs G. F. Saunders, 
Gilbert D. Shepherd, M.B.E., K, Shuttleworth, C. M. 
Strachan, opp, E. D. Taylor, G. L C. 'Touche, E. Gordon 
Turner, M.C., A. D. Walker, es N. E. Waterhouse, K.B.E., 
Messrs M. Wheatley Jones, E. F. G. Whinney, R. P 
Winter, with the Secretary and Assistant Secretaries. 


Welcome to New Member of the Council 


The President welcomed Mr W. G. Densem, of 
London, who was attending for the first time as a 
member of the Council, and Mr Densem briefly replied. 


Re-admissions 


One application for re-admission to membership was 
acceded to, one application was deferred, and one 
application was not acceded to. 


Reduction in Period of Service under Articles 


Three applications under Bye-law 61 for a reduction 
in the period of service under articles were acceded to. 


Appointments to Committees 


Mr W. G. Densem was appointed to serve on the 
Applications, Examination and the Overseas Relations 
Committees. 


Professional Classes Aid Council 


Mr C. H. S. Loveday was reappointed to serve as the 
representative of the Institute on the Professional 
Classes Aid Council for a period of three years from 
June 1955. 

Annual Report and Accounts for 1954 


The annual report of the Council and the accounts of 
the Institute for the year 1954 were approved for issue 
to members of the Institute. 


Seventh International Congress 


The Council decided that the following should be 
eG in the report of the proceedings of the 
Counci 


The Nederlands Instituut van Accountants together with 
the Vereniging van Academisch Gevormde Accountants 
(Association of University Trained Accountants) has 
appointed a Congress Committee to proceed with the 
arrangements for the Seventh International Congress on 
Accounting in 1957. The address of the Committee is 491 
Herengracht, Amsterdam, and the Secretary is Mr A. L. 
de Bruyne, Director of the Nederlands Instituut van 


Accountants. The Committee has announced the intention 
of holding the Congress in Amsterdam from June roth to 
14th, 1957, inclusive. The subjects for discussion will be 
announced later. 


Exemption from the Intermediate Examination 


One application under Bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to. 


Articled Clerks engaging in Other Business 


The Council acceded to six applications under Bye-law 
57 from articled clerks to engage during their service 
under articles in other business for the sole purpose 
and to the limited extent specified in the applications. 


Articled Clerks in Industrial Organizations 


One application under Bye-law 58 (c) from an articled 
clerk to spend periods not exceeding six months in an 
industrial organization during service under articles 
was acceded to. 


Final Examination 


Two applications under Bye-law 86 from articled 
clerks for permission to sit an earlier Final examination 
were acceded to. 


Certificates of Practice etc. 
It was resolved: 
(1) That certificates of practice be issued to the 
following twenty-three associates who have commenced 
to practise: 


Bainbridge, Harold Anthony; 1952, A.C.A.; (Knox, Hassal 
Son & Co), 16-18 Hackins Hey, Liverpool, 2, and a 
London. 

Bradbury, Henry William; 1945, A.C.A.; (Charlton & Co). 
Winchester House, Victoria Square, Birmingham, 2. - 
Butterworth, Maynard Charles; 1930, A.C.A; rr $ 

James’s Square, London, SWI. 

Cashmore (Mrs), Georgine Elizabeth; 1951, A CA: The 
Old Post Office, Edwalton, near Nottingham. 

Clayden, Jack; 1951, A.C.A.; (James Train & Co), š 
Tronmonger Lane, London, ECa, and at Barking. 

Corney, David Charles Massé; 1954, A.C.A.: (Corney & Co). 
Lime Grove, Derby Road, East Sheen, London, SW14 

Dakin, Frederick Anthony, B.A.; 1954, A.C.A.; Flat r, The 
Rectory, Stanton-by-Bridge, De rby. 

Goldwater, Sidney; 1952, A.C.A.,; (S Goldwater & Co), or 
Dean Street, London, WI. 

Grant, Harold Glen; 1952, A.C.A.; (Simon, Grant & Co) 
322 High Holborn, London, WC. 

Greenwood, Jack; ro50, A.C.A.; (Greenwood & Co), u 
Church Street, Heywood, Lancs. 

Gregory, Robert Dennis; 1951, A.C.A.; (D. W. Coates 
West, Grimwood & Co), 72-74. Victoria Street, London 
SW1, and at Cardiff and Swansea. 

J ackson, Donald Stuart; 1948, A.C.A.; Cross Keys House 
56 Moorgate, London, ECa2. 

Johnson, Harold Digby; 1949, A.C.A.; Aberfoyle, Clavering 
near Saffron Walden, Essex. 

Lee, Charles Anthony; 1950, A.C.A.; (Chariton & Co) 
Winchester House, Victoria Square, Birmingham, 2 2 


* placed against a Firm Name signifies that the Firm is no 
exclusively composed of members of the Institute. 


April 16th, 1955 


Lewis, Eric Bertram; 1954, A.C.A.; (*Hellyer, Stansfield & 
Lewis), East Parade Chambers, Leeds, 1. 
Lunzer, Michael Julius; 1953, A.C.A.; (Michael J. Lunzer & 
oh Fulwood House, Fulwood Place, Holborn, London, 


Cı, 

McKenzie, John Nicholson, B.COM.; 1953, A.C.A; 
(McKenzie & Co), 109 Colmore Row, Birmingham, 3. 
Martin, Frederick Whitton; 1951, A.C.A.; (F. W. Martin 

& Co), 20-21 Southside Street, Plymouth. 

Martin, Wilfred; 1952, A.C.A.; 8 Wills Crescent, Hounslow, 
Middlesex. 

Medhurst, Rex Gordon; 1953, A.C.A.; 49 Chilworth Court, 
Victoria Drive, London, SW19. 

Newton, Harold William; 1924, A.C.A.; 16 Central Avenue, 
Syston, Leicester. 

Shapland, Peter; 1950, A.C.A.; (A. C. Mole & Sons), 
Stafford House, Billetfield, Taunton, Somerset. 

Tonks, Denis Harry Cooper; 1937, A.C.A.; (Herbert 
Pepper & Rudland), Waterloo House, 20 Waterloo Street, 
Birmingham, 2. 

(2) That eighteen associates be elected to fellowship 
under clause 6 of the supplemental Charter (Bye- 
Jaw 3r). 

(3) That two associates be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (Bye- 
law 31). 

(4) That eleven applicants be admitted as associates 
under clause 5 of the supplemental Charter (Bye- 
law 31). 

A list of those who complete their fellowship or 
membership before April roth will appear in The 
Accountant of April 23rd. 


Registration of Articles 


The Secretary reported that 79 articles of clerkship 
were registered during the month of March 1955 
as compared with rog in March 1954, making a total 
of 356 since January rst, 1955, as compared with 
382 for the same period in 1954. 


Resignation 
The Council accepted the resignation of the following 
members: 
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Mr George Rose-Innes Masters Stokes, D.F.C., B.A., 
A.C.A., London. 
» Frank Skaife Howorth, F.c.a., Meols. 


Change of Name 


The Secretary reported that the following change of 
name had been made in the Institute records: 


Raymond Rosenthal to Raymond Kevin Renford. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr Clifford Ainsworth, T.D., A.C.A., Nairobi. 
» Francis William Buddle Andrew, A.C.A., Oxshott. 
», Bernard John Bailhache, A.C.A., Jersey. 
» Allan Henry Covington, F.c.a., London. 
» Percy Doughty, F.c.a., Derby. 
» Edmund Charles Hogarth Freeman, B.COM., A.C.A., 
Great. Yarmouth. 
» William James Gwyther, F.c.a., Cardiff. 
» Bryce Meredith Hanmer, F.C.A., Liverpool. 
» John Hannaford, F.C.A., London. 


» Christopher Carol Holford Harvey, A.C.A., London. - 


» Thomas Humphrey Jones, A.C.A., Cape Town. 
» Edward Harvey Lean, F.c.a., Newquay. 
„ Leslie Carly Reynolds, ¥.c.a., Coulsdon. 
„ George Samuel Blackburn Rolfe, A.C.A., Paris. 
», John Robert Sinclair, A.C.A., Scarborough. 
» Wilfred James ‘Thompson, F.c.a., Kettering. 
» Walter Cyril Tomlinson, A.C.A., Eastbourne. 
» George Grantham Turner, F.c.a., Worthing. 
Sir Edwin John Venner, A.C.A. London. 
Mr George Anderson Vetch, M.B.E., T.D., A.C.A., Lincoln. 
„ James Ezbon Winder, A.C.A., Farnworth. 


Mr J. Grant Glassco 


Mr J. Grant Glassco, President of the Canadian 
Institute of Chartered Accountants, who is on a visit 


to this country, was received by the Council after the . 


conclusion of its meeting. The President extended to 
him a hearty welcome to which Mr Glassco suitably 
replied. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE: 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
Bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 
hearings held on March 2nd, 1955. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Albert 
Hill, A.C.A., was at Maidstone Assizes held on 
November 24th, 1954, convicted on charges (a) 
that with intent to defraud he delivered to an In- 
spector of Taxes trading and profit and loss accounts 
of the business of a limited company for each of five 
years, which were false; (b) that in returns of the 
profits of the business of the said limited company 
required to be made by him for the purposes of 
income tax, he knowingly and wilfully made false 
statements; (c) that in returns of the profits of the 
business of the said limited company required to 
be made by him for the purposes of profits tax, he 
knowingly and wilfully made false statements, so as 
to render himself liable to exclusion or suspension 
from membership of the Institute. The Committee 


found that the formal complaint against Albert Hill, 
A.C.A., had been proved under all headings and the 
Committee ordered that Albert Hill, a.c.a., be 
excluded from membership of the Institute. 





A formal complaint was preferred by the Investiga-- 


tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Halmer 
Hudson, A.C.A., was at the Central Criminal Court 
on September 7th, 1954, convicted on indictment of a 
charge that he wounded a certain person with intent 
to do her grievous bodily harm, so as to render him- 
self liable to exclusion or suspension from member- 
ship of the Institute. The Committee found that the 
formal complaint against Halmer Hudson, A.C.A., 
had been proved and the Committee ordered that 
Halmer Hudson, a.c.a., be excluded from member- 
ship of the Institute. 
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The Institute of Chartered Accountants in 
e England and Wales 


ANNUAL MEETING 


The annual meeting of The Institute of ¿hasta 
Accountants in England and Wales will be held at the 
Hall of the Chartered Insurance Institute, 2o Alder- 
manbury, London, EC2, on Wednesday, May 4th, 


1955, at 2 p.m. 


SEVENTY-FIFTH ANNIVERSARY BANQUET 
IN GUILDHALL: Mag 9TH, 1955 


The Secretary of the Institute has asked us to state 
that the ballot for places at the banquet has now taken 
place and that all members who have applied for 
tickets have now been notified of the result of their 
applications. Where a joint application for tickets has 
been made by a firm the reply has been addressed to 
the firm and not to an individual member. 
Applications for places totalled 2,091. It is 
inevitable, therefore, that the great majority of 
members applying must be disappointed. The 
allocation of tickets has been designed to ensure a 
distribution of places on a geographical basis. 


Personal 


Messrs Rusertt & Co, Chartered Accountants, of ro 
Great Queen Street, WC2, announce that Mr 
K. EW Hee C.A., who served his articles with 
their allied firm and has since been associated with 
. them, was admitted to partnership on March 31st, 
1955. The style of the firm will remain unchanged. 


` Messrs KNEEsHAW, Morratr & Co, Chartered 
Accountants, of 6 Grimshaw Street, Burnley, and 
Blackpool, announce that Mr ARTHUR THORNTON, 
J-P., F.C.A., has accepted a full-time appointment as 
finance controller of a public limited company, and 
with the consent of the remaining partners he 
retired from the firm on April sth, 1955. As from 
April 6th, 1955, Mr Frep Coates, A.C.A., who has 
been with the firm for fifteen years, will be admitted 
as a partner. The name of the firm will remain un- 
changed. 


Messrs PAYNE, STONE, FRASER & Co, Chartered 
Accountants, of 17 Bedford Row, London, WC 
announce that they have taken into partnership 
Mr RONALD A. JOYNES, A.c.a., and Mr Joun J. 
WRENCH, A.C.A. Mr Joynes and Mr WRENCH were 
articled to one or another of the existing partners 
and have been closely associated with the firm for 
many years. The name, style and address of the firm 
will remain the same. 

Messrs Cox, BuTTLer & Co, Chartered Accountants, 
of Queen’s College Chambers, Birmingham, 1, an- 
nounce that they have admitted into partnership Mr 
ROBERT OLIVER GARWOOD, A.C.A., as from April rst, 
1955. The style of the firm remains unchanged. 


Messrs Peat, Marwick, Mircuett & Co, Hong 
Kong, announce that Mr D. G. SHERRIFF, B.A., 
B.COM., A.c.A.. and Mr W. A. P. THOM, C.A., have 
been admitted into partnership as from April rst, 
1955- 

Messrs LITTON, POWNALL, BLAKEY & HIGSON; 
Chartered Accountants, of 42 Spring Gardens, 
Manchester, 2, announce that Mr HERBERT SUTHERST, 
F.C.A., has retired from the firm as from March 3rst, 
1955, in order to devote his whole time to his 
directorships. The practice will be carried on by the 
remaining partners in the same name as” hitherto. 


Messrs Newton & Co, Chartered Accountants, of 
63 Temple Row, (Union Chambers) P.O. Box 1, 


Birmingham, 2, announce that Mr WILLIAM JOHN ` 


NEWTON, A:C.A., has been admitted as a partner from 
April rst, 1955. The style of the firm remains un- 
changed. 

Messrs BAKER, SUTTON & Co, Chartered Account- 
ants, of Eldon Street House, Eldon Street, London, 
EC2, announce that they have admitted to partner- 
ship as from April 12th, 1955, Mr DonaLp H. H. 
MEACOCK, A.C.A., who has been a member of their 
staff for a number of years. 

Messrs WOOLGER, HENNELL, ScoTT-MiTCHELL & 
Co, Chartered Accountants, of London, announce 
that Mr BERNARD HENNELL, F.C.A., who founded the 
firm with the late Mr H. D. Woo ergin 1907, retired 
on March 31st, 1955. Mr HENNELL will retain certain 
directorships and personal appointments. 

Messrs Hoce, BULLIMORE & Co, Chartered 
Accountants, announce that their Gibraltar office is 
moved from IA Tuckey’s Lane to 3 Irish Place. 


Messrs Buzzacotr, Littywuite & Co, Incor- 


porated Accountants, announce that as from March ° 


31st, 1955, Mr A. R. DOBSON, A.8.A.A., ceased to be a 
partner in the firm. The remaining partners will 
continue to practise under the style of BuzzAcorr, 
LILLYWHITE & Co, at Copthall House, Copthall 
Avenue, ECz, as heretofore. Mr A R. DOBSON 
A.S.A.A., will practise on his own account from 17 
Redford Avenue, Coulsdon, Surrey. 


Obituary 
Eric JENKINSON BOSTON, A.C.A. 


We regret to report the death of Mr Eric Jenkinson 
Boston, A.C.A., on April 7th, at the age of 56. 

Mr Boston was articled in the firm of Lea & 
Whitfield, of Leeds, and was admitted an Associate 
of the Institute in 1924. 

He became chief accountant of Scottish Tar 
Distillers Ltd in 1932 and was later appointed to the 
board, becoming deputy chairman of the company 
in 1954. He was also a director of Richard Smith Ltd 
and The Shettleston Oil and Chemical Co Ltd. 
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The Institute of Chartered Accountants in 
| Ireland U 


A special meeting of the Council of "The Institute of 
Chartered Accountants in Ireland was held in Dublin 
on March 29th when-the following were present: 

Mr F. Cleland, Vice-President (in the chair); Messrs G. E. 
Cameron, A. E. Dawson, G. F. Klingner, R. E. McClure, 
H. Trevor Montgomery, R. P. F. Olden, P. J. Purtill and 
D. McC, Watson; with the Secretary, Mr Wm. E. Crawford, 
and the Joint Secretary, Mr H. Stevenson, in attendance. 
Apologies for absence were submitted from Mr P. 
Butler, President; Messrs H. E. A. Addy and 
J. Walker. 

Matters in connection with the forthcoming 
retirement of the Secretary at the annual general 
- meeting in May next were under consideration. 

A considerable amount of other and routine business 
was also transacted including applications under bye- 
laws 75 and 39 (3) by candidates for examinations. 

The death of Mr John A. Carroll, Associate-not-in- 
Practice, Dublin, on March 2oth, 1955, was reported 
and noted with regret. 


Annual Meeting and Dinner in Chester 


The seventh annual meeting of the Chester and North 
Wales Branch of the Liverpool Society of Chartered 
Accountants was held at The Blossoms Hotel, Chester, 
on March 25th, 1955, with Mr Reginald T. Smith, 
F.c.A., Chairman of the Society, in the chair. The 
report of the Committee showed a year of continued 
activity, with a total membership at December 3rd, 
1954, of 83 ~an increase of twelve. Officers of the 
Branch for the ensuing year were elected as follows: 


Chairman: Mr Frank Hack, F.c.a. 

Hon, Treen: e Norman Johnson, F.C.A. 

Hon. Secretary: Mr Hugh Aldred, M.A., A.C.A. 

The meeting was followed, as usual, by the annual 
dinner with Mr Frank Hack, F.c.a., the newly- 
elected chairman presiding; there were eighty-three 
members and guests, among them being 
Lord Kenyon, who proposed the toast of the Institute; 
Mr Charles W. Boyce, C.B.E., F.C.A., who responded; the 
Lord Bishop of Bangor, who responded to the toast of ‘Our 
Guests’; Messrs Edward T. Denton, F.c.a. (President, 
Liverpool Society of Chartered Accountants), who proposed 
the toast of the Branch; R. W. Bankes, c.p.2. (former 
Secretary of the Institute), G. F. Saunders, F.C.A. (member 
of the Council of the Institute); A. D. Walker, £.C.A. (member 
of the Council of the Institute); W. R. MacGregor, F.c.A. 
(former member of the Council of the Institute); and F. Potts, 
A.C.A. (Secretary of the South Lancashire Branch). 

In his speech, Lord Kenyon pleaded for closer 
collaboration between farmers and their accountants, 
and paid a tribute to the voluntary work done by 
chartered accountants. 
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Association of University Teachers of 
Accounting 


A conference of the. Association of University 


. Teachers of Accounting. was held at the Hugh 


Stewart Hall, University of Nottinghams from March 
25th to 27th. Members attended from Bristol, 
Birmingham, Cardiff, London, Manchester, Mel- 
bourne, Nottingham, Sheffield and Southampton. 

Papers were read by Mr David Solomons, B.COM., 
A.C.A., on “The teaching of accounting in American 
universities, by Mr Donal O’Donovan of the 
Organization and Methods Division of H.M. 
Treasury on the work of his department, and by 
Professor Brian Tew on “Company accounts as a 
source of economic statistics’. 

A dinner was given on Saturday evening, March 
26th, at which Mr Brian Magee, B.COM., F.C.A., the 
President of the Association, extended a warm wel- 
come to Mr D Granger, F.c.a., a member of the 
Council of The Institute of Chartered Accountants 
in England and Wales, Mr L. Underwood, F.C.A., 
Vice-President of the Nottingham Society of Char- 
tered Accountants, Mr H. Ingram, a.s.a.a., President 
of the Nottingham Society of Incorporated Account- 
ants, and Dr F. A. Wells, ong, head of the Depart- 
ment of Industrial Economics, University of 
Nottingham. 

At a business meeting held during the con- 
ference, Mr David Solomons was elected President, 
and Mr S. V. P. Cornwell, M.c., M.A., A.C.A., Was 
elected Secretary for the ensuing year. 


Liverpool Chartered Accountant Students’ 
Association 


The seventy-second annual general meeting of the 
Liverpool Chartered Accountant Students’ Associa- 
tion was held on March 17th with Mr T. A. 
Macfarlane, B.A., F.C.A., in the chair. 
The annual report of the Committee covered a 
wide field of activity, including lectures, debates and 
sporting fixtures, and showed a total membership of 
675 against 648 the previous year. | 
After the adoption of the annual report an 
statement of accounts the following officers were 
elected: 


President: Mr H. C. Mounsey, A.C.A. 

Hon. Treasurer: Mr C. 8. Carter. I 

Hon. Secretary: Mr G, F. Appleton, 5 Fenwick Street 
Liverpool, 2. i ; 

The meeting concluded with a vote of thanks to 
the retiring President, Mr T. A. Macfarlane, B.A., 
F.C.A., proposed by Mr E W. Edwards and seconded 
by Miss B. M. Noon. 





' Telephone: Victoria 2002 (3 lines) 
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The South Wales and Monmouthshire 
Chartered Accountant Students’ Society 


The thirty-first annual report of the Committee of 


The South Wales and Monmouthshire Chartered ` 


Accountant Students’ Society, presented at the 
recent annual meeting, shows that the Society’s 
membership at December 31st, 1954, numbered 162. 
The Society passed an active year in 1954, a 
number of lecture meetings being held, while the 
fifth annual dinner and dance at The Royal Hotel, 
` Cardiff, in December, again proved most successful. 
At sport — cricket, hockey and rugby matches were 


played and there was also a golt meeting at the ` 


Cardiff Golf Club. 

The officers of the Society fr 1955-56 are as 
follows: 

President: Mr B. E. Brown, F.c.A.” 

Vice-Presidents: the Vice-Presidents were all re-elected. 

Hon. Secretary: Mr E. D. Austin, c/o R. H. March, Son 
& Co, Baltic House, Mount Stuart ee Cardiff. 

Hon. Assistant Secretary: Mr D. J. G. Evans. 

Hon. Treasurer: Mr D. T. Hutchinson. 

Hon, Librarian: Mr W. R. Ward, A.C.A. I 

Committee: Messrs B. L. Butterworth, J. A. Daniel, 
C. P. David, N. C. Griffin, D. E, Hunt, B.A., C. J. Harrison, 
R. C. Meisson, J. R. Symons, and G. 'T. Whiteway, B.A. 

Hon. Auditors: Messrs W. J. B. Thomas, A.c.A., and 
R. S. Aspinwall. 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 
Society will be held during next week: 

Wednesday, 5.30 p.m.: Lecture, film and demonstration of 
Hollerith punched-card accounting (limited number). 
Friday: Visit to the Old Bailey to attend a trial (limited 

number). 


Oxford Chartered Accountant Students’ 
Society 

The sixth annual meeting of the Oxford Chartered 
Accountant Students’ Society was held at the 
George Restaurant, Oxford, on March 31st, when the 
report and accounts of the Committee for the nine 
months ended December 31st, 1954, were received 
and adopted. The report shows that membership of 
the Society at the year-end numbered 84. 

The officers and committee for 1955-56 have 
been elected as follows: 


President: Mr W. W. Howarth, A.C.A. 

Vice-Presidents: Messrs H S. Critchley, F.c.a., and 
G. B. Watson, F.C.A. 

Hon. Secretary: Mr R. G. Bell, c/o Messrs Critchley, 
Ward & Pigott, 1-5 Broad Street, Oxford. 

Hon. Treasurer: Mr J. H. Wilson. 

Hon. Librarian: Mr R. A. Wilkinson, B.A. 

Hon. Assistant Secretary: Mr D. K. Haddleton. 
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Committee: the officers named above, and Messrs J. E. 
Critchley, F.c.A., H. Tonge, F.C.A., B. Billings, G. Broadley 

and M. H. Impey. 

Hon. Auditors: Messrs J. F. Ray, F.c.a., and D. Holton. 


Easter Crossword: Solution 


The solution to the crossword problem published in 
last week’s issue, is as follows: 





SEVENTY-FIVE YEARS AGO 
From Whe Accountant or APRIL 17TH, 1880 


Leading articles entitled 
THE INSTITUTE OF CHARTERED ACCOUNTANTS 


We are unable to give our readers the text of the 
Charter for some little time, as, although the draft 
was approved by the Queen on the 24th March, the 
warrant giving effect to the order of the Council cannot 
be signed until the return of Her Majesty from the 
Continent. 


THe MANCHESTER AND SHEFFIELD INSTITUTES OF 
ACCOUNTANTS 


In our present, as also in our preceding issue, will 
be found a pleasing record of the manner in which the 
services performed by the gentlemen who have for the 
last few years acted as honorary Secretaries of the 
Manchester and the Sheffield Institutes respectively 
have been recognised. The undertaking of duties of 
this character in towns of the magnitude of Manchester 
and Sheffield is in itself evidence of the existence of a 
most praiseworthy desire to advance the interests of 
accountants as a profession. Having regard to the 
bankruptcy bills of the last three or four years, and 
to the efforts of the various societies in the direction 
of incorporation, the duties of secretary must have 
been fulfilled at considerable personal sacrifice of 
time and labour; we are therefore glad to note that the 
labours of Mr C. R. Trevor, of the Manchester 
Institute, and Mr. T. G. Shuttleworth, of the 
Sheffield Institute, have received a handsome recog- 
nition at the hands of the members of those societies 
respectively. 
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The Budaet a AXPAYERS expected an election Budget this April and 
s aay anit 446 their expectation has been realized. This year’s Budget 
men Incomes 448 is, in fact, an election exercise in two respects. First, the 
Bunget Resolutions 449 proposed tax reliefs have clearly been aimed to make as wide an 
Special Article impact as possible, within the bounds of fiscal and economic 
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Lecture 
Why Auditors Qualify their 


prudence. Second, both in its framework and in the exposition of 
the background on which it is based, the Budget is simple, 
unelaborate — indeed almost stark. On the first point, the incidence 
of tax relief has removed about 24 million from assessment under 


Reports š š 
by C. Romer-Lee, M.A., P.A.Y.E. and the family man has been helped while the surtax 
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nomic assumptions of the Budget have received rather more 
perfunctory treatment than in any year since the Second World 
War. A major issue in compiling the Budget speech has clearly 
been to give something away and to get on with it quickly before 
the dissolution on May 6th which precedes the General Election. 

The last fiscal year ended with a surplus ‘above-the-line’ of 
£433 million. Informed opinion has held the view that the 
CHANCELLOR would probably estimate for a further substantial 
surplus in the fiscal year 1955-56 and that he could (depending 
to some extent on his assumptions about the general outlook for 
trade and industry this year) give away about half his surplus 
without generating inflation. This view has proved to be not far 
wrong. Mr BUTLER has reckoned that on the basis of taxation 
ruling in 1954-55 he would have a surplus of {£282 million. 
After making his proposed tax alterations he expects to have a 
surplus of £148 million. From this surplus, however, there must 
be deducted an additional £83 million of ‘below-the-line’ ex- 


e ~ Situations Vacant 463 penditure to be incurred this year. Even allowing for this adjust- 
Fifth Annual Taxation ment, however, the prophets of the CHANCELLOR’s strategy have 
Conference done well 

Brighton, October 14th to ` j ; I ; 
rth, 1955 454 Mr But er’s basic economic problem this year has been how 
New Legislation dbs to continue a policy. of stimulating investment without adding 
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employment and so to avoid stimulating inflation. His solution 
has been to reduce direct taxation over a wide field by taking 6d 
off the standard rate of income tax and making concessions in the 
incidence of the standard rate and tax allowances while leaving 
indirect taxation severely alone~with the exception of the 
Lancashire cotton textile industry. Such proposals have a sim- 
plicity and clarity which pay‘ reasonable homage to the needs of 
both the economic and political situation — a point which applies 
to the Lancashire concession too. In other circumstances one can 
imagine a man of Mr BuTLer’s intellectual calibre being attracted 
to a. more subtle and carefully conceived solution to his basic 
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economic problem in which a more complicated 
interplay of concessions on indirect as well -as 
direct taxes would have played a part. In such 
times a ‘deflationary’ concession on the petrol 
tax might have been found in company with a 
gesture on the surtax limit. 

The CHANCELLOR stated his basic economic 
problem on Tuesday afternoon clearly enough, 
but he took up much less time than might have 
-been expected in explaining how he has come 
to his conclusions on how it should be solved. 
He émphasized the need to continue expanding 
exports but did little more than express the 
opinion that export prices must stay competitive 
and that this country’s prospects in export 
markets were reasonably good. In the critical 
home market he estimated that Government 
expenditure would be little changed on the year 
but that investment in nationalized and ‘private’ 
industry would increase. The accumulation of 
stocks (which weighs heavily on the import bill) 
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would be discouraged by the higher interest 


.rates now ruling (and by further use of monetary 


controls where necessary) and that consumption 
by the public should be contained by hire- 
purchase limitations and a continued satisfactory 
level of savings. Such pronouncements suggest 
plausible expectations rather than a carefully 
thought out solution to an economic problem. 


‘Like another public servant on another occasion, 


the CHANCELLOR has asked ‘what is truth?’ but has 
also been in too big a hurry to wait for an answer. 
Given the political, economic and fiscal 
conditions of 1955, however, this is not a bad 
Budget. It is, however, a sketchy one. Those 
who would wish to see improvements in the 
principle and practice of the present monolithic 
tax structure, a wiser approach to such issues as 
company taxation, directors’ expenses, pensions 
concessions, purchase tax adjustments and many 
other tax problems will have to wait for calmer 
days. ` 


THE BUDGET AND TAXATION 


With the exception of a 50 per-cent reduction in 
the purchase tax on textiles, taxation changes 
this year are confined to income tax. They are 
simple enough in themselves, but are estimated 
to cost £155 million in a full year. 

‘The standard rate goes down by sixpence from 
gs to 8s 6d, while the reduced rates are themselves 
reduced by threepence in each case, i.e. from 7s, 
5s and 2s 6d to 6s gd, 4s od and 2s 3d respectively. 
On the other hand, the band of income charged 
at the lowest rate is reduced from {100 to Zoo, 

The married man’s allowance rises from {210 
to £240, the single man’s from {120 to £140. 
Child allowance rises from £85 to £100 for each 
child but the child’s own income limit remains at 
£85. The accompanying tables illustrate the effect 
of the changes in the personal, child, and reduced 
rate allowances. The income limit for small 
income relief rises from {250 to £300, while the 
limit for marginal relief rises from £350 to £400. 
The fraction governing marginal relief is increased 
from two-fifths to nine-twentieths. 

The dependent relative allowance remains at 
{60 maximum but the relative’s income limit 
for the maximum allowance rises from £85 to 
£105. The allowance is reduced by {1 for every 
£1 of the relative’s‘income over £105. Thus it is 


$ 


now possible to obtain some allowance for a 
relative with an income which itself would have 
borne tax last year. 

The child allowance in respect of children 


undergoing. training for a trade, profession or 


vocation has hitherto been restricted where the 
childs emoluments exceeded a certain figure — 
latterly £52. Now this restriction is removed and 
the general income limit of ‘#8 5 is the E 
restricting provision. 

Marginal old-age relief is amended in-that the 
fraction of the income in excess of £600 is to be 
three-fifths instead of five-eighths. 

The maximum wife’s earned income relief 
follows the single personal allowance by being 
increased from {120 to £140. 

Surtax for 1954—55 and for 1955-56 is to be at 
the same rates as for 1953-54. 


No Changes in Tax Law 
Last year there were extensive and complicated 
changes in income tax law which had compara- 
tively little effect on the total yield. This year ` 
the alterations in the wording of the Income Tax 
Acts will be minute, notwithstanding the sweeping 
reductions in yield. The explanation lies mainly 
in the political situation. As the present Parlia- 
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ment is to last only a few more days, there will 
be no opportunity to debate changes in the tax 
structure. Moreover, the Budget changes in 
themselves, in the CHANCELLOR’S words, had to 
be of a classical purity and simplicity. 

The Finance Bill necessary to give statutory 
authority to those changes is consequently a- 
very simple one. The unusual step was taken of 
laying a draft of the Bill before the House, in the 
form of a White Papert, and of making it available 
to Members at the same time as the text of the 
Budget resolutions. The latter are reproduced 
at page 449. 

P.A.Y.E. 
Any Chancellor making changes in personal 
reliefs must keep the P.A.Y.E. system very much 
in mind if a tremendous increase in the burden 
of administration is to be avoided. The new 
rates of allowance naturally involve amendments 
in coding which cannot be achieved at once. 
Accordingly P.A.Y.E. deductions will continue 
on the existing basis until the first pay-day after 
July 5th. Thereafter a very large number of 
people will cease to be liable. 

This general exodus of taxpayers arises from 
the fact that the starting point of liability is 
raised from £155 to {180 for a single person; 
from {£270 to £309 for a childless married man; 
from {£489 to £566 for a married man with two 
children; and from £707 to £823 for a married 
man with four children. 

The immense amount of administrative work 
involved in calculating and making weekly 
deductions must cost the country quite a large 
fraction of the amount of tax collected and indeed 
‘In many cases the cost must exceed the tax 
collected. A reduction in the number of cases is 
therefore doubly welcome. 


The Royal Commission Report 
The CHANCELLOR paid tribute to the Royal 
Commission in respect of its second interim 
report. Although the form of the Budget precludes 
alterations in the tax structure, the actual 
proposals reflect some of the recommendations 
made in the second interim report. Thus, Scheme 
A of the report would have raised the single 
man’s exemption limit from £155 to £183 but 
by a: comparatively complicated calculation. 


Mr BUTLER has raised the limit to £180 by a | 


` Cmd. 9450. H.M.S.O, 4d net. ey 
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straightforward increase in personal allowance. 

The Commission recommended increases in 
child allowance varying with the parent’s total 
income. The CHANCELLOR has confined himself 
to a straight increase from £85 ro Con, The 
relating of personal allowances to total income is 
theoretically attractive but causes great difficulty 
in administration. ; 

The abolition of the earnings limit in relation 
to child allowance for children undergoing 
vocational training is, of course, a straight applica- 
tion of a Royal Commission recommendation. 


Wife’s Earned Income Relief 
In relation to one relief, namely, the ‘wife’s 
earned income relief’, the CHANCELLOR has 
ignored the Commission’s recommendation. 'The 
report recommended that the increase in the 
effective exemption limit for single persons 
should not be extended to married women’s 
earnings, adding that P.A.Y.E. would not present 
any serious administrative difficulty, although, of 
course, every employer would have to know 
whether his women employees were married or 
not. The CHANCELLOR has ignored this advice; no 
doubt for reasons of administrative convenience. 


Purchase Tax Reductions 
The limited purchase tax reductions announced 
in the Budget. Speech are intended primarily 
to reduce the difficulties now being experienced 
by the textile industries in Lancashire and 
Northern Ireland. As from midnight on Tuesday 
last, the rate of 50 per cent on tissues and fabrics, 
domestic textile articles and soft furnishings 
is reduced to 25 per cent. The reduction does 
not apply to woollen material, or to articles 
wholly or mainly of woollen material. Woollen 
material for this purpose means material con- 
taining more than 15 per cent by weight of fibre 
(whether or not subjected to any process of 
manufacture or recovery) from the coat or fleece 
of alpaca, camel, goat, hare, lamb, Ilama, rabbit, 
sheep, vicufia or yak, or of horsehair. 

At the same time, the 50 per cent rate on 
plastic sheeting under Group 7 of the purchase 
tax schedule is to be reduced to 25 per cent. 

The ‘D allowance’ in each case remains 
unchanged. 

. Tax Revenue in 1955-56 
'The CHANCELLOR gave some interesting estimates 


+ 
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of probable tax revenue in 1955-56. Profits tax 
yield is expected to rise by £7 million to {180 
million, but excess profits levy will naturally fall, 
since it ceased to be chargeable after 1953. 
However, the fall will be only £25 million, owing 
to the delay in settling liabilities. Surtax yield 
is expected to rise to £136 million. Death duties 
and stamp duties are expected to remain fairly 
static at £185 million and £74 million respectively. 
Income tax, without the reductions referred to, 
‘would have produced £2,009 million, or £116 
million more than last year. The reductions will 
cost £131,600,000 this year, allocated as follows: 
Reduction in standard and re- 
duced rates .. i ds 


Increased personal allowance, less 
reduction in the first reduced 


£102 million 


rate band tea: wh .. £14 million 
Dependent relative allowance .. £200,000 
Children undergoing training .. £400,000 


AMOUNT OF TAX FOR SPECIMEN 
INCOMES 


These tables show the tax payable after deduction of the 
personal allowance and, in the case of earned income, the 
earned income relief. The taxpayer, however, may be entitled 
to further reliefs which would reduce the tax payable. 


(1) Single Persons 


All Investment Income* 






















Proposed 
Charge for pi Charge for Charge 
Income 1954-55 1955-56 1954-55 1955-56 
Income tax Income tax Income tax Income tax 
(and surtax (and surtax (and surtax (and surtax 
if any) if any) if any) if any) 
£ £ sd d £ s d £ sd 
150 — — — 
175 20 3 20 3 — 
200 4 810 115 0 4 810 115 0 
225 617 6 318 9 617 6 318 9 
250 9 6 1 6 2 6 9 6 1 6 2 6 
300 15 16 8 1413 4 29 6 1 1413 4 
350 25 11 1 28 18 O 45 0 0 37 3 4 
400 35 5 6 33 2 9 60 10 O 59 5 0 
500 56 12 2 55 10 0 95 10 0 93 0 0 
600 83 16 8 81 15 O 138 10 0 135 10 0 
700 113 10 ù 111 17 9 183 10 0 178 0 0 
800 148 10 0 144 18 10 228 10 0 220 10 0 
900 183 10 0 178 0 0 273 10 0 263 0 0 
1,000 218 10 0 211 1 1 318 10 0 305 10 0 
1,250 306 0 0 293 13 10 431 0 0 411 15 0 
1,500 393 10 0 376 6 8 543 10 0 518 0 0 
2,000 568 10 0 541 12 2 768 10 0 730 10 0 
2,500 841 0 0 801 15 0 1,043 10 0 993 0 0 
3,000 1,128 10 0 1,076 15 Q 1,331 0 O 1,268 0 0 
4,000 | 1,753 10 0 1,676 15 0 1,956 0 o 1,868 0 0 
5,000 2,428 10 0 2,326 15 0 2,631 Q 0 2,518 0 0 
8,000 3,153 10 0 3,026 15 0 3,356 0 0 3,218 0 0 
7,800 3,928 10 0 3,776 15 8 4,131 Q 0 3,968 0 9G 
8,000 4,703 10 0 4,526 15 0 4,906 0 0 4,718 Ü O 
9,600 5,528 10 0 5,326 15 0 5731 0 9 5,518 0 0 
16,000 6,353 16 0 6,126 15 0 6,556 0 0 6,518 0 6 
12,000 8,103 19 0 7,826 15 0 8,306 6 0 8,018 6 0 
15,000 | 10,878 10 0 10,526 15 0 11,081 0 0 10,718 0 O 
20,006 | 15,628 10 06 15,151 15 6 15,831 0 o 15,343 0 06 
25,000 í 20,378 10 96 19,776 15 6 20,581 0 0 19,968 Ó 0 
30,900 | 25,128 19 0 24,401 15 0 25,331 0 OÓ 24,593 0 0 
40,000 | 34,628 10 0 33,651 15 0 34,831 0 0 33,843 0 O 
50,000 | 44,128 10 0 42,901 15 0 44,331 0 0 43,093 0 0 
100,000} 91,628 10 0 | 89,151 15 0 | 91,831 0 0 | 89,343 0 0 


e | a sanan aa | aaeain aa Eh 
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(2) Married Couples without Children 












All Earned Income AH Investment Income* 
Proposed Proposed 
Charge for Charge Charge far Charge 
Income 1954-55 1955-56 1954-55 1955-56 
Income tax Income tax Income tax Income tax 
{and surtax (and surtax {and surtzx {and surtax 
if any) if any) if any) if any) 
D £ sa £ sd £ sd £ sd 
250 — — — — 
300 218 4 — 11 5 O — 
350 715 6 312 6 2210 O 1812 e 
400 1215 6 9 7 9 35 0 O 30 10 0 
500 32 4 5 27 17 2 64 0 0 59 5 0 
600 52 6 8 48 0 O 99 0 0 93 0 0 
700 79 11 1 74 5 o 143 0 0 135 16 Oo 
800 108 0 0 102 8 10 188 0 0 178 0 0 
900 143 0 0 135 10 0 233 0 0 220 10 0 
1,000 178 0 0 168 11 1 278 0 0 263 0 0 
1,250 265 10 0 251 3 10 890 10 0 369 5 0 
1,500 353 0 0 333 16 8 503 0 0 475 10 0 
2,000 528 0 0 499 2 2 728 0 0 688 0 0 
2,500 800 10 0 759 5 0 1,003 0 Ó 950 10 0 
3,000| 1,088 0 0 1,034 5 0 1,290 10 0 1,225 10 0 
4,000} 1,713 0 0 1,634 5 0 1,915 10 0 1,825 10 0 
5,000] 2,388 0 O 2,284 5 O 2,590 10 0 2,475 10 0 
6,000] 3,113 0 0 2,984 5 0 3,315 10 0 3,175 10 0 
7,000| 3,888 0 0 3,734 5 0 4,090 10 0 3,925 10 0 
8,000} 4,663 0 0 4,484 5 0 4,865 10 0 4,675 10 0 
9,000} 5,488 0 0 5284 5 0 5,690 10 0 5,475 10 0 
10,000} 6,313 0 0 6,084 5 0 6,515 10 0 6,275 10 0 
12,000| 8,063 0 0 7,784 5 0 8,265 10 0 7,975 10 0 
15,000} 10,838 0 0 10,484 5 0 11,040 10 0 10,675 10 0 
20,000) 15,588 0 0 15,109 5 OÓ 15,790 10 0 15,300 10 0 
25,000; 20,338 0 0 19,734 5 0 20,540 10 0 19,925 10 0 
30,000] 25,088 0 0 | 24,359 5 0 25,290 10 O 24,550 10 0 
40,000} 34,588 0 0 | 38,609 5 0 34,790 10 0 33,800 10 0 
50,000] 44,088 0 0 | 42,859 5 0 44,290 10 O | 43,050 10 0 
100,000! 91,588 0 0 | 89,109 5 O | 91,790 10 0 89,300 10 O 














Charge for 


Charge for 
1954-55 


1954-55 


arge 
1955-56 








Income tax Income tax Income tax Income tax 

(and surtax (and surtax (and surtax (and surtax 

if any) if any) if any} if any} 
£ £ sd £ s@ £ sd £ sd 

295 — EH — — 

300 — — 12 6 = 
350 — — 617 6 1 2 6 
400 20 3 — 1315 0 615 0 
500 1114 8 510 0 38 15 0 30 10 0 
600 30 8 4 22 11 8 69 5 0 59 5 O 
700 49 17 2 4 1 1 104 15 0 93 0 0 
800 77 0 6 66 15 0 149 15 0 135 10 0 
900 104 15 Q 93 0 0 194 15 0 178 0 0 
1,000 139 15 0 126 1 1 239 15 0 220 10 0 
1,250 227 5 0 208 13 10 352 5 0 326 15 0 
1,500 314 15 0 291 6 8 464 15 0 433 0 0 
2,060 489 15 0 456 12 2 689 15 0 645 10 0 
2,500 762 5 O 716 15 0 964 15 0 908 0 0 
3,000| 1,049 15 0 991 15 0 1,252 5 0 1,183 0 0 
4,000| 1,674 15 0 1,591 15 0 1,877 5 0 1,783 0 0 
5,000} 2,349 15 0 2,241 15 0 2,552 5 0 2,433 0 0 
6,000! 3,074 15 0 2,941 15 0 3,277 5 0 3,133 0 0 
7,000] 3,849 15 90 3,691 15 0 4,052 5 0 3,883 0 0 
8,000; 4,624 15 0 4,441 15 0 4,827 5 0 4,633 0 0 
9,000] 5,449 15 Ó 5,241 15 0 §,652 5 0 5,433 0 0 
10,000} 6,274 15 0 6,041 15 0 6,477 5 0 6,233 0 Ü 
12,000; 8,024 15 0 7,741 15 0 8,227 5 0 7,933 0 O 
15,000; 10,799 15 0 10,441 15 0 11,002 5 0 10,633 0 o 
20,000; 15,549 15 0 15,066 15 0 15,752 5 0 15,258 0 0 
25,000} 20,299 15 0: 1 19,691 15 0 20,502 5 0 19,883 0 0 
30,000} 25,049 15 0 24,316 15 0 25,252 5 0 24,508 0 0 
40,000; 34,549 15 0 | 33,566 15 0 34,752 5 0 33,758 0 0 
50,000} 44,049 15 0 | 42,816 15 0 | 44,252 5 0 43,008 0 06 
100,000: 91,549 15 0 | 89,066 15 0 | 91,752 5 D | 89,258 0 o 


— V nFi— A" —>--OK—r det 


*Age Reliaf.— Where the taxpayer (or his wife) is over 65 and his total 
income does not exceed £600, age relief is given: this reduces the tax payable 
to that chargeable on the earned income scale, Where the total income 
exceeds £600, marginal relief is given so that the full tax on the investment 
income scale is not payable until the marginal relief runs out. 


April 23rd, 1955 









(4) Married Couples with Two Children 


All Earned Income 


e 


All Investment Income* 


Proposed Proposed 
Charge for Charge Charge for Charge 
Income 1954-55 1955-56 1954-55 1955-56 
Income tax Income tax Income tax Income tax 
(and surtax (and surtax (and surtax 
if any} if any) if any) 
£ £ + d £ s d s d s d 
Lon E £ E £ s 
400 — 210 Q — 
2 — 17 10 0 6 15 0 
8 300 42 10 0 30 10 0 
2 17 6 1 7410 0 59 5 O 
1 35 15 6 111 10 0 93 6 o 
6 59 6 156 10 0 135 10 o 
5 85 10 6 201 16 6 178 0 8 
d 166 3 10 314 0 6 284 5 0 
0 248 16 8 426 10 0 386 10 6 
0 414 2 2 651 10 0 603 0 9 
0 674 5 0 926 10 0 865 10 0 
0 949 5 0 1,214 0 0 1,140 10 0 
0 1,549 5 0 1,839 0 O 1,740 10 0 
0 2,199 5 0 2,514 0 0 2,390 10 0 
0 2,899 5 0 3,239 0 0 3,090 10 0 
0 3,649 5 0 4,014 0 Ü 3,840 10 0 
0 4,399 5 0 4,789 0 0 4,590 10 0 
0 5199 5 0 5614 0 0 5,390 10 0 
0 5,999 5 0 6,439 0 O 6,190 10 0 
0 7,699 5 0 8,189 0 0 7,890 10 0 
0 10,399 5 0 10,964 0 0 10,590 10 0 
0 15,024 5 0 15,714 0 0 15,215 10 0 
0 19,6449 5 0 20,464 0 0 19,840 10 0 
0 | 24,274 5 0 | 25,214 0 0 | 24,465 10 0 
0 | 33,524 5 0 | 34,714 0 0 í 33,715 10 0 
d 42,774 5 0 44,214 0 0 42,965 d 
6 | 89,024 5 0 | 91,714 O © i 89,215 10 6 
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(5) Married Couples with Three Children 
















All Earned Income All Investment Income* 


























Proposed Proposed 

Charge for Charge Charge for Charge 

Income 1954-55 _ 1955-56 1954-55 ° 1955-56 
Income tax Income tax Income tax Income tax ` 
(and surtax (and surtax (and surtax (and surtax `; 

if any) if any) if any) if any) 
£ £ sda £ så £ så £ sda 

465 — — — 

500 — 4 7 6 one 
600 4 2 21 5 0 615 0 
700 $18 7 10 0 0 30 10 0 
800 2616 1 12 0 6 0 Sp 5 D 
900 46 5 9 30 10 6 0 $3 0 0 
1,000 7119 5 51 15 0 d 135 10 6 
1,250 150 15 0 123 13 10 0 241 15 0 
1,560 238 5 0 206 6 8 0 348 0 0 
2,600 413 5 0 371 12 2 0 560 10 6 
2,500 685 15 0 631 15 0 0 823 0 0 
3,000 § 0 906 15 0 0 1,098 0 0 
4,000 § 0 1,506 15 0 0 1,698 0 0 
5,000 5 0 2,156 15 0 0 2,348 0 0 
6,000 5 0 2,856 15 0 0 3,048 0 0 
7,000 5 0 3,606 15 0 0 3,798 0 0 
8,000 5 Ü 4,356 15 0 0 4,548 0 0 
9,000 5 0 5,156 15 0 0 §,348 0 0. 
10,000 5 0 5,956 15 0 0 6,148 0 0 
12,000 5 Q 7,656 15 0 0 7,848 0 0 
15,000 5 0 10,356 15 0 0 10,548 0 0 
20,000 5 0 14,981 15 0 0 15,173 0 0 
25,000 5 0 19,606 15 0 0 19,798 © 0 
30,009 5 0 | 24,231 15 0 O | 24,423 0 0 
40,000 5 0 | 33,481 15 0 0 | 33,673 0 0 
50,000 5 0 | 42,731 15 6 O | 42,923 0 0 
100,000 5 0 | 88,981 15 0 0 | 89,173 0 68 





*Age Relief. — Where the taxpayer (or his wife) is over 65 and his total income does not exceed £600, age relief is given: this reduces the tax payable to that 


chargeable on the earned income scal 
not payable until the marginal relief runs out. 


e. Where the total income exceeds £600, marginal relief is given so that the full tax on the investment income scale is 


BUDGET RESOLUTIONS 


The following resolutions were proposed in Com- 
mittee of Ways and Means last Tuesday and the 
first two were passed. The third is the nominal 
subject of the Budget debate. 


1. Income Tax (Charge and Rates for 1955-56) 


That income tax for the year 1955-56 shall be charged 
at the standard rate of eight shillings and sixpence in 
the pound, and, in the case of an individual whose 
total income exceeds two thousand pounds, at the same 
higher rates in respect of the excess as were charged 
for the year 1953-54; 

But the amounts of tax deductible or repayable 
under Section one hundred and fifty-seven (pay-as- 
you-earn) of the Income Tax Act, 1952, shall, until the 
sixth day of July, nineteen hundred and fifty-five, 
be the same as if the standard rate were nine shillings 
in the pound (any necessary correction being made on 
or after that day by adjusting subsequent deductions or 
repayments under that section, or, if need be, by an 
assessment); 

And it is hereby declared that it is expedient in the 
public interest that this Resolution should have statut- 
ory effect under the provisions of the Provisional 
Collection of Taxes Act, 1913. 


2. Income Tax (Personal Reliefs) 


That, as regards personal reliefs for individuals, the 
Income Tax Act, 1952 (referred to below as ‘the main 
Act’) and the Acts amending it shall be amended as 
‘shown in the Schedule to this Resolution; 

But the amounts of tax deductible or repayable 


under Section one hundred and fifty-seven (pay-~as- 
you-earn) of the main Act shall, until the sixth day of 
July, nineteen hundred and fifty-five, be the same as 
if those amendments had not been made (any necessary 
correction being made on or after that day by adjusting 
subsequent deductions or repayments under that 
section, or, if need be, by an assessment). 


Schedule 
A. Small income relief 


In Section fifteen of the Finance Act, 1952, £300 
shall be substituted in all places for {250 (the income 
limit for the full relief), £400 for £350 (the income 
limit for the marginal relief) and nine-twentieths for 
two-fifths (the fraction governing the marginal relief). 


B. Personal allowances and reduced rate reliefs 


Sections two hundred and ten and two hundred and 
twenty of the main Act shall be amended so that- ~ 
(a) there shall be an increase of £30 in the sum of 
£210, and of £20 in each of the sums of £120, 
referred to in Section two hundred and ten 
(as amended by the Finance Act, 1952), but 
accompanied by the following reductions in the 
sums referred to in Section two hundred and 
twenty (as so amended), that is to say, a reduction 
of £40 in any sum of £100, £250 or £400, and a 
reduction of £80 in any sum of £200; and 
(b the fractions of thirteen-eighteenths, eight- 
eighteenths and four-eighteenths referred to in 
Section two hundred and twenty (as amended 
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by the Finance Act, 1953) shall be altered so 
that the reduced rates given by those fractions 
shall in each case be 3d less than the present 
rates of 2s 6d, 5s and os, 


C. Child Relief 


Sections two hundred and twelve and two hundred and 
thirteen of the main Act shall be amended so that ~ 
(a) there shall be an increase of £15 in the sum of 
£85 referred to in subsection (r) of Section 
two hundred and twelve (as amended by the 
Finance Act, 1952) and in subsections (2) and 
(3) of Section two hundred and thirteen (as so 
amended); and 
(5) paragraph (5) of subsection (3) of Section two 
hundred and twelve (emoluments payable to or 
in respect of a child undergoing training) and the 
provisions supplementary to it shall be omitted. 


D. Old-age relief 
Tn subsection (3) of Section two hundred and eleven 


THE ACCOUNTANT 


April 23rd, 1955 


of the main Act three-fifths shall be substituted for 
five-eighths (the fraction governing the marginal 
relief for incomes over six hundred pounds). 


E. Dependent relative relief 
Section two hundred and sixteen of the main Act 
shall be amended so that there shall be an increase of 
£20 in the sums of £85 and £145 referred to in sub- 
section (1) of the section (as amended by the Finance 
Act, 1952, and the Finance Act, 1953). 


3. Income Tax (Surtax Rates for 1954-55) 


That income tax for the year 1954-55 shall be charged, 
in the case of an individual whose total income exceeded 
two thousand pounds, at the same higher rates in 
respect of the excess as were charged for the year 
1953-545 

And it is hereby declared that it is expedient in the 
public’ interest that this Resolution should have 
statutory effect under the provisions of the Provisional 
Collection of Taxes Act, r913. 


MANAGING DIRECTORS 


THEIR RIGHTS AND DUTIES 


by SPENCER G. MAURICE 


The office of managing director is We regulated by statute and the rights and 

duties of a holder of the office depend upon the terms of the contract whereby he 

is appointed. They may vary widely according to the circumstances of the case and, 

from the point of view of all parties, the greatest care is desirable in drafting the 
terms of such a contract, 


recent case of Harold Holdsworth and 

Company (Wakefield) Limited v. Caddies 
([1955], 1 All E.R. 725) (hereinafter referred to as 
Caddies’ case) turned chiefly upon the con- 
struction of the contract whereby the respondent 
had been appointed a managing director by the 
appellant company. But if the decision is limited 
in its application by its relation to the terms of the 
particular agreement, it is none the less important 
for their lordships’ views, therein expressed, on 
the rights and duties of a managing director. 
Moreover, in pointing out that these rights and 
duties were principally a matter of contract, 
and not inevitable adjuncts of an office, their 
lordships were apparently at variance with the 
views of the Lord President (Lord Cooper) of 
the Court of Session (from an interlocutor of the 
First Division of which the case came on appeal), 
whose ‘conception of a stratification of a position 
as managing director’ Viscount Kilmuir, L.C., 
said that he found puzzling ([1955], r All E. R. 


729): 


T= decision of the House of one in the 


The Nature of the Office 


The nature of the office of managing director is 
summarized in Halsbury’s Laws of England 
(3rd Ed.), Vol. 6, page 297, para. 601, in words 
which met with Lord Kilmuir’s approval: 


‘A managing director may either be merely a 
director with additional functions and additional 
remuneration, or else he may be a person holding 
two distinct positions, that of a director and that 
of a manager.’ 


This statement derives from {n re Maney 
Proprietary Syndicate Limited, Hopkinson v. 
Newspaper Proprietary Syndicate Limited ([1900], 
2 Ch. 349) where Cozens-Hardy, J., said (at 
page 350): 
‘A managing director is only an ordinary 
director entrusted with some special powers’, 


and Goodwin v. Brewster (30 A.T.C. 1; 32'T.C. 80), 
where the Court of Appeal recognized that the 
two offices — of director and managing director — 
might be separate and would be where, for 
example, the board of directors had power to 


fo 
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remove a managing director, while having no 
power to remove one of themselves, that is to 
say, an ordinary director. 

At the same time it must, of course, be re- 
membered that as Greene, L.J., said in Craven- 
Ellis v. Canons Limited ([1936], 2 K.B. 403, 
413): 

‘A managing director is in a very different 
position to that of a mere manager since he is able 
to attend and vote at meetings of the board. ...’ 

Whatever his powers and duties as a managing 
director may be, one who is also an ordinary 
director, has, in the latter capacity, the same 
duties, founded on statute and on the decisions 
of the Courts, as has any other director. 


Whether or not a Servant 


Whether a managing director is a servant of the 
company in the sense that his work is under the 
detailed control of his employers is obviously very 
doubtful. Certainly, Cozens-Hardy, J., in In re 
Newspaper Proprietary Syndicate Limited (supra), 
held that a managing director was not a clerk or 
‘servant, so as to be entitled to claim as a preferred 
creditor in the winding-up of a company (see 
the Companies Act, 1948, Section 319 (1) .(d)), 
because he was in fact a manager, an office which, 
as the learned judge held, was incompatible 
with that of a servant, and although in In re 
Beeton and Company Limited ([i 913], 2 Ch. 279) 
Neville, J., held that employment of a person as a 
director did not necessarily preclude his employ- 
‘ment in another capacity so as to make him, for 
this purpose, a clerk or servant, the wide dis- 
cretion vested in a managing director would seem 
to preclude him from ever qualifying as a servant 
by reason of the nature of his work. 

It is true that in Regina v. Stuart (894) 
I Q.B. 310, 311), Lord Coleridge, C.J., said, 
with the concurrence of four other judges sitting 
with him to consider a Crown case reserved: 

‘It does not follow that because a person is a 

director he cannot be employed in the capacity of 

a servant’, 
and that the defendant was found guilty, under 
Section 68 of the Larceny Act, 1861, of embezzle- 
ment as a clerk or servant of moneys belonging 
‘to the company of which he was a director, but 
that decision, concerned as it was with a criminal 
statute, is perhaps not a very sure guide to the 
` status for other purposes of a managing director. 

In Murray, Bull and Company Limited v. 
Murray ([1953], 1 Q.B. 211), McNair, J., in an 
action by a company. to recover premises in the 
possession of a former managing . director, 
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treated the positions of the parties as that ofo 
employer and -employee respectively, but it is 
clear that ‘employee’ is a word less technical and 
of wider significance than ‘servant’. 
Provision of Work 

It is clear that, in certain circumstances, a servant 
must be supplied with work, and it seems that 
this may be true of an employee of any kind, 
where, as in Caddies’ case, his earnings are 
calculated, whether in whole or in part, on a 
commission basis, or where, as in Herbert 
Clayton and Jack Waller Limited v. Oliver 
([1930], A.C. 209), which was concerned with a 
theatrical engagement; the opportunity of acting 
in the capacity indicated in the contract of service 
is of primary importance to the person employed. 
Possibly a duty to provide work might be 
implied in a case where the employee wished to 
develop, or at least to maintain, his professional 
skill or other qualifications. 

In Caddies’ case, indeed, the duty of the 
company to supply work was not in question; 
the question was how much work ‘must be 
supplied: in other words, to what extent could 
the respondent’s duties under his contract with 
the appellant company be limited. His case was, 
in effect, that having been. appointed, by an 
agreement dated in 1949, as a managing director 
of the appellant company, he was entitled to 
exercise the functions of managing director in 
regard to that company and also its three sub- 
sidiaries. The company, on the other hand, 
sought to confine his activities to one only of the 
subsidiaries, of which he was already under a 
prior agreement, made in 1947, a full-time 
managing director. Clause 1, the most important. 
clause of the agreement of 1949, provided as 
follows: 

[The respondent] shall be and he is hereby 
appointed a managing director of the [appellant}} 
company and as such managing director he shalk 
perform the duties and exercise the powers in 
relation to the business of the company and the 
businesses (howsoever carried on) of its existing 
subsidiary companies at the date hereof which may; 
from time to time be assigned to or vested 1 in him: 
by the board of directors of the aa 


` Duties may be Limited 
Having - analysed this clause, considered the 
views of the Lord President in the Court of 
Session, and referred to the passage in Halsbury’s 
Laws of England quoted above, Lord Kilmuir 
said ([1955], 1 All E.R. 729, 730): 


‘I cannot find either in the statute or in the cases. 


1452 


. in which the matter has been considered anything 

£ to prevent a board of directors appointing a 

i - managing director and limiting his duties to their 
own wishes. In other words, the first part of 

- clause 1 does not, in my view, limit the powers of 
the board under the remainder of the clause.’ 


In his analysis he had pointed out how uncircum- 
scribed the powers of the board were. Rejecting 
the view that it was a breach of the agreement to 
‘oust the respondent from management of the 
appellant company, the noble and learned Lord 
Chancellor said that he found it difficult not to 
read distributively the words ‘in relation to the 
business of the company and the businesses 
(howsoever carried on) of its existing subsidiary 
companies’ 
. and to treat them as giving a right to assign 
duties in relation to a subsidiary, but even if one 
reads them collectively, then the result of so doing 
` is to give the power to the board to assign duties 
` With regard to the activities of a group of companies 
viewed as a whole. This cannot, in my mind, mean 
that the managerial duties must cover the appellant 
company and every subsidiary. They can be 
limited to such activities as the board may select.’ 


Le r All E.R. 730.) 


Removal 


. Allied to the question of limitation of a managing 
-director’s duties are the questions of his right to 
remain in office and of his removal. These, too, 
„must of course depend, like the scope of his 
powers and duties, largely on construction of the 
agreement whereby he is appointed, whether it be 
comprised in the articles or in a contract outside 
the articles, though to some extent rights and 
limitations may be implied. In In re Alexander's 
Timber Company Limited ([1901], 70 L.J. Ch. 767), 
for example, it was held that in the absence of an 
express agreement to the contrary, it must 
be an implied term of employment as a managing 
director that such employment shall cease on 
-the managing director ceasing to be a director 
-in the winding-up of the company, while in 
Foster v. Foster ([1916], 1 Ch. 532) Peterson, J., 
held that the appointment of a director as a 
‘managing director .without any specified time 
limit did not of itself entitle him to hold office 
as a managing director for so long as he remained 
a director, 

-: Removal of-a managing director was recently 
-eohsidered i in Read v. Astoria Garage (Streatham) 
` Limited (f1952],; 1 All E.R. 922; [1952], 2 All 
"ER 292 (C.A.)), where Harman, J., and the 
Court of Appeal-held that a company which had 

adopted Table A of the Companies Act, 1929, 
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was entitled to remove, by resolution, a managing 
director who had been appointed in general 
terms, and to do so without notice, albeit the 
directors could only have terminated his appoint- 
ment by reasonable notice. But the position is 
different in the case of a company which has 
adopted Table A of the Companies Act, 1948, 
because the relevant article (Art. 107) gives to 
the board of directors express power to revoke 
their appointment of a managing director, 
though only subject to any terms of the agreement 
as to notice and so on. 


Conclusion 


The cases all go to show that the utmost care is 
necessary in drafting an agreement whereby a 
managing director is appointed, because, from 
the very absence of that ‘stratification’ to which 
Lord Kilmuir referred, the rights and duties 
attached to the office may vary widely in each 
case. 

Thus in Caddies’ case attention was drawn 
(by Lord Reid in particular) to the fact that the 
respondent was appointed as a managing director: 
his lordship pointed out ([1955], 1 All E.R. 738) 
that: 


t 


. . . the appellant company would have been 
within their rights in appointing a second managing 
director and assigning to him at least the greater 
part of the managerial functions of their company’. 


Obviously the appointment of a person as 
sole managing director may have other results: 
in the absence of clear words cutting down his 
functions, he might be able to maintain that his 
appointment carried by implication the right to 
exercise in regard to the company all those 
functions customarily attributable to a managing 
director. i 

Again, as the learned editor of The All England 
Law Reports points out ([1955], 1 All E.R. 725), 
Caddies’ case does not go to the length of deciding 
that in a case where there is only one company — 
and not, as in that case, a group —the board 
could withdraw all duties from a sole managing 
director without thereby committing a breach 
of contract. 

The need for precision in drafting is further 
emphasized by the fact that, although, in Caddies’ 
case, Earl Jowett, Lord Morton of Henryton and 


‘Lord Reid agreed with the views of Lord Kilmuir, 


Lord Keith of Avonholm dissented in his view 
of the proper construction of the contract, and 


‘by the fact that the majority of their lordships 
‘disagreed with the view which had been taken 


by the Court of Session. 
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WHY AUDITORS QUALIFY THEIR REPORTS 


by C. ROMER-LEE, M.A., F.C.A. 


EFORE embarking on our subject, it is first 
necessary to consider why auditors make a 
report at all. This duty stems from Section 162 
(1) of the Companies Act, 1948, which requires the 


auditor to ‘make a report to the members on the 


accounts examined’ by him and says that ‘the report 
shall contain statements as to the matters mentioned 
in the Ninth Schedule to this 
Act’. This schedule contains four 
paragraphs which require an 
auditor to state: 


First, whether he has ob- 
tained all the information and 
explanations he considers 
necessary for purposes of the 
audit. 

Secondly, whether in his 
opinion proper books of ac- 
count have been kept and 
proper returns adequate for 
purposes of the audit have been 
received from branches. 

Thirdly, whether the balance 
sheet and profit and loss ac- 
count agree with the books and 
returns and give the informa- 
tion required by the Act, and 
whether in his opinion they give 
a true and fair view respectively 
of the company’s state of affairs 
at the date of the balance sheet 
and of the profit or loss for the 
financial year. 

Fourthly, if group accounts 
are submitted, whether in his 
opinion the group accounts 
comply with the relative requirements of the Act so 
as to give a true and fair view of the state of affairs 
and profit or loss of the company and its subsidiaries. 

The Council of the Institute has issued a booklet on 
the Companies Act, 1948, and I would recommend all 
students to familiarize themselves with its contents 
and particularly with that part which deals with the 
practical application of these requirements. The 
requirements of the Act are many, and it is by no 
means always easy to know whether one has obeyed 
them all. It is here that the auditor’s judgment comes 
into play, and it is through the exercise of this judg- 
ment and of the right to express an opinion that 
qualifications take shape in auditors’ reports. 


za 4 


Qualifications must be Definite 


The auditor thus has a statutory duty to carry out, 
namely, to make a report, and if he does not feel 
entirely satisfied under all the counts mentioned in 


A lecture delivered to members of the Chartered Account- 
ant Students’ Society of London on March 14th. Mr 
Douglas A. Clarke, F.C.A., was in the chair. _ 





Mr C. Romer-Lee, M.A. F.C.A. 
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the Act, then he has no alternative but to say so 
in his report and to state clearly the matters on which 
he is dissatisfied. In this connection, it is interesting 
to recall what Lord Justice Lindley said as long ago 

as 1895 in the London and General Bank case: 
‘Information and means of information are by no 
means equivalent terms. ... An auditor who gives 
shareholders the means of 
information in respect of a 
company’s financial position, 
does so at his peril, and runs 
the very serious risk of being 
held judicially to have failed 

to discharge his duty.’ 
This is why it is important for 
the auditor to make any qualifi- ` 
cation in the form of a definite 
statement or definite expression 
of opinion, and not by means of 
a vague reference to an unsatis- 
factory state of affairs. For 
instance, it is not sufficient, if the 
auditor is dissatisfied with the 
valuation of stock, for him to say. 


‘subject to the value attributed 
to the stock’, 
In such circumstances he must 
say that in his opinion the stock 
is either undervalued or over- 
valued and if possible indicate 
the measure of the difference. 
Platitudes are not qualifications; 
the auditors’ qualification in the 
London and General Bank case 
brought forth the very apt remark from the judge that 

‘it is a mere truism to say that the value of loans and 

securities depends upon their realization’. 

The issues of The Accountant for March 6th and 
13th, 1954, contained an article by Sir Russell Kettle 
entitled “The auditors’ report under the Companies 
Act, 1948, and qualifications thereof? in which 
ninety-two illustrations were given of qualifications 
to auditors’ reports appearing in public companies’ 
accounts issued since the Companies Act came into 
force. These examples will show you how qualifica- 
tions are introduced into reports in practice. I now 
propose to consider the sort of circumstances which 
give rise to qualifications in auditors’ reports. I 
group my remarks under the four main headings of 
the Ninth Schedule which I have mentioned. - 


xs 


Information and Explanations 


First, I will deal with the obtaining of necessary 
information and explanations. It is unusual for the 
auditor not to be able to obtain all the information 
and explanations which he considers necessary, but 
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where this is the case it is nearly always because it is 
impracticable to do so. Circumstances may exist in 
foreign countries which make the verification of 
assets there impossible either due to confiscation 
(e.g. Russia), the internal political situation (e.g. 
recently in Iran), chaotic conditions arising from war 
(e.g. China or Malaya) or merely as in some South 
American countries where to obtain verification of 
title deeds is a lengthy and expensive process. In 
these instances the qualifications are due to circum- 
stances beyond the auditor’s and his client’s control, 
and do not indicate a state of dissatisfaction on the 
auditor’s part. 

Cases of deliberate withholding of information 
from an auditor are fortunately rare, but where an 
auditor feels that he is unable to obtain sufficient 
information about assets, liabilities or transactions 
material in amount appearing in or affecting the 
balance sheet or the profit and loss account, it is his 
duty to say so in his report. 

The infrequency of this sort of occurrence — 
deliberate or otherwise — makes it difficult to give 
many examples. One qualification I recall recited 
_ that the minute book had been withheld from the 
auditors’ inspection; in another case the report 
stated that there was insufficient evidence available to 
support the purchase of an investment. In yet 
another the auditor felt the information and explana- 
tions given him did not justify the price at which 
certain assets were acquired from directors. 


Books of Account and Returns 


Now we pass to the second section, namely, whether 
proper books of account have been kept and whether 
proper and adequate returns have been received from 
branches; qualifications under this heading are also 
infrequent. However, we have to remember the 
significance of the word ‘proper’ which implies an 
adequate financial record: of the company’s trans- 
actions. Books and returns which do not comply with 
these conditions cannot be said to be ‘proper’ from 
an audit point of view. In this connection, I was 
interested in a qualification on some hotel accounts 
which read: 

‘In our opinion proper books of account have not 
been kept in a satisfactory manner by the company 
so far as appears from our examination of those 
books, and the control exercised over stores, cash 
receipts and other transactions was inadequate.’ 

In this case the daily records of issues of drink and 
tobacco were inadequate — a serious deficiency in a 
business which expects to make a fairly handsome 
profit out of these so-called luxuries. 

It is not necessary for me to tell you that an 
adequate control of cash receipts is vital in all 
businesses. When an auditor qualifies his report in 
these respects it can only mean that the opportunities 
for defalcation, collusion and other irregularities are 
wide open. ‘The books can look tidy and appear to 
have been regularly and properly written up, but it 
may be found that the system of control is so bad 
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as to render suspect the whole of the entries which 
have been made in them. 


Branch Returns 


So much for the books, but before leaving this 
section we must consider the question of branch 
returns. Here the phrase ‘adequate for the purposes’ 
of the audit is used as an additional requirement. The 
Act puts it fairly and squarely on the auditor to 
decide two things; first, whether the returns are 
proper and secondly, whether they are adequate for 
the purpose of his audit. I have never yet seen an 
auditor’s report say that branch returns were 
‘improper’ but the question of adequacy is an 
important one and one on which the auditor alone 
can decide. 

Some concerns, such as chain stores, run their 
business very largely through branches and in these 
cases the audit of trading transactions will largely 
be done by reference to branch returns. If the 
auditor vouches a representative selection of these 
returns with original documents either at the branches 
or at head office, then he has done as satisfactory an 
audit as if he had made a selective test of purchases, 
expenditure and sales of a concern whose records 


are all kept in the same building. He has satisfied 


himself that there is a system of internal check in 
force and by a test of the records that it is operating 
satisfactorily. In my view, in such cases there is no 
need for the auditors’ report to contain any reference 
to the branch returns, for these in conjunction with 
the records at head office constitute, in effect, the 
books of the company. 

A different problem arises, however, when the 
greater part of a company’s business is carried on 
through an overseas branch where substantial assets, 
liabilities, and trading results appear in the overseas 
books. The Act does not preclude the auditor from 
visiting the overseas branch and so including its 
records in the scope of his audit, but such a course is 
not always practicable. In this case it is clearly 
undesirable that shareholders in a company which 
operates mainly abroad, through a branch, should get 
the impression that the overseas transactions are 
subjected to audit unless this is in fact the case. 

The auditors’ report should make it clear whether 
the branch returns have been audited or not. I would 
not consider that they had been audited within the 
meaning of the Act, unless the audit had been carried 
out by independent persons possessing adequate 
professional qualifications. The company’s own 
internal auditors — competent as they may be — cannot 
be regarded as independent for this purpose. If the 
returns have not been audited and if the figures are 
material, I suggest that the branch returns can hardly 
be considered ‘adequate for the purposes of the 
audit’. The auditors’ report should then deal with 
the facts. After referring to the returns the situation 
might be dealt with by stating that the returns had 
not been audited, that the assets, liabilities and 
trading results shown in the balance sheet and profit 
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and loss account included material amounts incor- 
porated from the returns, and conclude with the 
remark that the accounts were subject to the observa- 
tions regarding the branch returns. 


Information required by the Act 


Next we pass to the third requirement, namely, 
whether the balance sheet and profit and loss account 
agree with the books and returns, give the informa- 
tion required by the Act and give a true and fair 
view respectively of the company’s state of affairs at 
the date of the balance sheet and of its profit or loss 
for the financial year. 

This is the section of the Ninth Schedule which 
gives the auditor more to think about than any of 
the others, for how many times do we have to ask 
ourselves “Do these accounts comply with all the 
requirements of the Act?’ or ‘Do they give a true 
and fair view of the financial position and of the 
profit or loss? It is extremely unlikely that an 
auditor will feel obliged to say that the balance sheet 
and profit and loss account do not agree with the 
books. 

Qualifications under this section, therefore, arise 
first from failure to give the specific information 
required by the statute in the form in which it is 
required, and secondly, from circumstances noted by 
the auditor which prevent him from saying that the 
accounts present a true and fair view. 

The specific information required to be disclosed 
is given or referred to in the Eighth Schedule with 
which you are no doubt familiar. Generally speaking, 
this information is essential to give effect to the 
basic intentions of the Act implied in the words ‘true 
and fair’. To give a true and fair view the Act says 
that certain items must be separately stated and that 
certain fundamental principles must be observed. 
For example, there must be shown the basis on 
which fixed assets are stated, current assets must not 
appear at a figure in excess of the value they could 
_ be expected to realize in the ordinary course of 
business, reserves and provisions must be disclosed 
and distinguished, and the profit and loss account 
must clearly show exceptional or non-recurring items 
of income, expenditure and losses. Any change in 
the basis upon which either the balance sheet or the 
profit and loss account is prepared must be disclosed. 
As you know, the Act does not insist upon a meticulous 
adherence to these requirements if the amounts 
involved are not material or are not of such conse- 
quence as to render the accounts untrue or unfair as 
a whole or in any particular aspect. 


A ‘Material’ Amount 


` May I digress here to say that generally speaking 
what is material is judged by the relationship between 
figures: {£10,000 would be material in relation to 
£50,000 but not in relation to £1 million. A large 
amount, material by itself, need not necessarily be 
| material in the sense I have indicated. The question 


THE ACCOUNTANT 


455 


is: Material to what? A non-recurring item of income 
of {10,000 may not be a material proportion of 
trading profits of, say £r million, but it is certainly 
material in relation to a profit of {50,000 remaining 
available for distribution. 

Most of the qualifications one sees commenting 
upon information or lack of information are self- 
explanatory, and I feel it will be sufficient for our 
purposes if I mention only some of the requirements, 
non-compliance with which will give rise to a 
qualification. š 


Provisions and Reserves 


It is important to remember the difference which the 
Act draws between a provision and a reserve. A 
provision can only be an amount which is either 

(i) written off or retained by way of providing for 

depreciation, renewals or diminution in value 
of assets; or 

(ii) retained by way of providing for any known 

liability the amount of which cannot be 

determined with substantial accuracy. 
This is a narrower meaning than that often under- 
stood before the 1948 Act was passed, and nowadays 
the word ‘provision’ must not be used in accounts in 
any other sense. That is, it must be related to a 
known but indeterminate commitment. One cannot 
make a provision against the possibility of a war, but 
a provision against the likelihood of a successful 
claim for damages would be both necessary and 
prudent. 

A reserve, on the other hand, is defined in the Act 
in rather a negative way so as not to include any 
provision. In effect, then, reserves are those profits 
which are retained for use in the business. Movements 
on reserves and on provisions, other than provisions 
in the nature of depreciation, must be ascertainable 
from the accounts. As a consequence of these 
requirements, the writing down of fixed assets by 
amounts in excess of annual sums applicable to their 
lives and conditions is not permissible. It is in this 
connection that one sometimes finds qualifications 
drawing attention to what the auditors regard as an 
invalid use of reserves which has the effect of 
providing excess depreciation. 

A few companies have arrived at their profits after 
setting aside, in addition to normal depreciation, a 
sum, called a reserve, for the increased cost of 
replacement of fixed assets. In the view of the 
Institute this sum is an appropriation of profits and 
not a charge before arriving at profits. A qualification 
affecting the profit and loss account is made in one 
case by the auditors remarking that the profit for the 
year had been arrived at after setting aside this 
reserve. It is often difficult to assess the adequacy 
or otherwise of provisions for claims and contingen- 
cies. Where the amount of a provision was subject to 
real doubt the auditor drew attention to the matter 
by saying, ‘Except for a possible overstatement of 
the provision for claims and liabilities in the Argent- 
ine’. This might equally apply to an understatement. 
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A balance sheet does not purport to show the 
replacement or realizable value of fixed assets used in 
the business. These assets are required to be stated 
at cost, or a valuation, less appropriate depreciation. 
On occasions directors who regard ultra-conservatism 
as a virtue ‘may write off a much larger sum than 
could be justified as reasonable. Such circumstances 
were dealt with in two reports of which I quote the 
relative extracts. In the first the auditors say, 

“ . . the said balance sheet gives the information 

required by the Companies Act, 1948, in the 

manner so required, except that a proportion of the 
general reserve — revenue — has been deducted 
from fixed assets and not included in revenue 
reserves’, 

In the second report the auditors state, 

‘the amount of £176,000 equivalent to initial 

allowances claimable, included as depreciation, is in 

our opinion in excess of immediate requirements 
for that purpose and, together with corresponding 
amounts set aside in previous years, should have 
been dealt with as an appropriation to reserve’, 
At that time the initial allowance was 40 per cent so 
you can readily understand that the writing off of 
that percentage in the first year had no relation to 
reality. On the other hand, inadequate provisions for 
depreciation such as one sometimes comes across 
would be referred to by the auditor in some such 
terms as 

‘the amount set aside for leasehold redemption i is in 

our view inadequate’ 
or 


‘subject to no depreciation having been provided on 
freehold properties, the balance sheet gives...’ 


Change in Basis of Accounting 


Depreciation must, as you know, be shown as a 
separate item on the profit and loss account and if 
there has been a change in the basis of accounting in 
arriving at the charge, mention must be made of this 
fact. It is not always easy to decide between what 
involves a change in basis and what is merely a 
modification of an existing basis in order to bring 
it into.line with later experience indicating a longer 
or shorter life. The latter would result in a variation 
in amount but would not be a change in basis, the 
object of depreciation being, of course, to eliminate 
the cost of an asset during its useful working life. 

A number of different bases may, however, be used 
from time to time to attain this end, such as the 
straight line, reducing balance, sinking fund or 
annuity methods, all having regard to the expected 
length of time the asset will be effective. But a change 
from one of these methods to another would constitute 
a change in basis and failing an indication thereof in 
the accounts would call for a qualification in the 
auditors’ report. An indication of the change in the 
basis of accounting is sometimes more easily explained 
in the directors’ report than in the auditors’ report. 
The auditors’ qualification can then be limited 
to a reference to what the directors say, such as 
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‘the accounts, as amplified by paragraph 5 of the 
directors’ report’. 


Stocks 


This wording was used in a case where the directors 
explained that a change in the basis of taking stock 
had resulted in an increase of {600,000 in the stock, 
and consequently in the profit, over what it would 
have been had the old basis been retained. 

The fear that stock-in-trade acquired at high cost 
may slump in value before realization has led some 
directors to try to anticipate such a loss by obvious 
undervaluation of the stock, instead of creating a 
specific reserve to meet possible stock fluctuations in 
the future. Such a course would call for a qualifica- 
tion on the same lines as those I have quoted in 
regard to understatement of fixed assets. 

The valuation of stock-in-trade and its effect 
upon trading results is a matter of major importance 
in an audit to which too much attention cannot be 
paid. [I would strongly advise you to read a paper 
entitled ‘Stock-in-trade and the auditor’, delivered at 
the summer course in 1949.! Quite apart from checks 
upon the accuracy of arithmetical calculations, 
inventories, as certified by responsible officials, 
should be critically scrutinized to ascertain the basis 
of valuation, its application, whether it is consistently 
used, how slow moving and obsolete items are dealt 
with and like questions in order to form an opinion 
whether the valuation is fair and prudent as at the 
date of the balance sheet. Too often there is the 
tendency to concentrate attention upon cash and not 
enough upon the equally important and more 
easily manipulated item of stock. 


Values of Assets: Other Situations 


There are, of course, many other situations in which 
an auditor is called upon to express his views on the 
values at which assets are stated. Where the facts 
are not in dispute, they can be set out; where the 
position is not so definite and a doubt arises, he must 
express his opinion. He may, for example, feel able 
to say as a fact that trade investments possess in the 
aggregate a value largely in excess of (or below) the 
figure shown in the balance sheet, or that he is unable 
to form an opinion as to their value, by which 
expression of opinion he gives a warning note that 
they should not be taken at their face value. Occasion- 
ally a reason is given such as a statement that the 
investments consist of companies in the development 
stage. 

You may be confused by the apparent inconsistency 
that an auditor need not be concerned about the 
value at which fixed assets used in the business, such 
as buildings and plant, are stated provided the basis 
is indicated, whilst he does concern himself about 
the value of certain other fixed assets, such as trade 
investments, and of all current assets. How does he 


1‘Stock-in-trade and the auditor’, by Garfield G. Goult, 
F.C.A., reproduced in -The Accountant, dated August 13th 
and 2oth, 1949. 
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justify his opinion that the balance sheet is true and 
fair when, as is often the case, fixed assets are known, 
by reason of inflation and higher costs, to be worth 
much more than the amount at which they are stated, 
and stock appears in most cases at cost and less than its 
replacement and realizable values? These are recog- 
nized accounting conventions the principles accepted 
` being, first, that amounts invested in fixed working 
assets represent outlays to be recouped by charges 
against profits over the lives of the assets, and 
secondly, that except in special cases, profit should 
not be taken until realized although losses should 
always be provided for. 

Qualifications concerning liabilities do not often 
occur. As you know, secured liabilities must be 
separately stated. Where this was not done the 
auditors’ remarks drew attention to the omission. In 
another case the auditors stated that the audited 
results of a branch were provisional only as they 
excluded claims still subject to agreement. 


Directors 


Now a word about directors. The directors of a 
company are in a special category in view of their 
fiduciary position -in fact they can virtually be 
regarded as trustees charged with the safeguarding 


and efficient management of the shareholders’ ` 


property and business. For this reason the Act 
includes a number of sections relating to the position 
of directors vis-a-vis the company, strict observance 
of which is of the utmost importance in view of this 
special relationship. For example, the fact that a 
director failed to acquire his share qualification as a 
condition of holding office or was not effectively 
appointed would invalidate emoluments paid to him. 
Particular care is necessary to see that all forms of 
emoluments ~ salaries, fees, expenses, other benefits 
and pensions - arising from an executive office or 
otherwise, are paid in accordance with proper 
authority as evidenced by the articles of association, 
minutes of the board or general meetings or by 
agreements. Loans to directors with certain specified 
exceptions are prohibited. It is of major importance 
that the conduct and transactions of directors should 
be free from any form of irregularity; should there be 
any irregularity the matter should be dealt with by 
the auditor in his report. One such report said, 
“The loan to a director is in contravention of the 
terms of Section 190 of the Companies Act, 1948.’ 


` Banking and Insurance Companies 


There are, as you know, certain classes of companies 
which may be exempted from the full requirements 
of the Act, mainly banking and insurance companies. 
In particular they are permitted to have inner or 
secret reserves and need not show provisions 
separately or state the market value of investments. 
Their profits may be shown after undisclosed transfers 
to or from reserves. Here the Act becomes a complete 
contradiction because it allows these major deficien- 
cies, which prevent a disclosure of true and fair 
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accounts, not be deemed to make the accounts 
untrue and unfair. 

The Ninth Schedule, however, indicates that the 
auditor may qualify the truth and fairness of such 
accounts by stating that they are subject to the 
permitted non-disclosure of matters to, be indicated 
in the report. In practice, this provision is brought 
into effect either by stating the non-disclosed 
matters and transactions or by stating in general 
terms that the accounts give the information required 
by the Act in the manner so required for banking 
companies, and on the basis authorized therein the 
balance sheet gives a true and fair view of the state 
of the company’s affairs and the profit and loss 
account gives a true and fair view of the profit 
ascertained in the manner therein indicated. 


Consolidated Accounts 


I will end with a short. note about the last requirement 
regarding group accounts, assuming for our purpose 
that these take the form of consolidated accounts. 

There are a number of what might be called 
straightforward observations which appear in auditors’ 
reports on consolidated accounts: These deal with 
the extent to which the holding company’s auditors 
assume responsibility for the accounts of subsidiaries, 
the accounting dates of subsidiaries and the periods 
covered by their accounts. They can hardly be called 
qualifications as they are virtually explanations of 
conditions within the group. 

Paragraph 18 in Part II of the Eighth Schedule 
requires that consolidated accounts shall 

‘comply, so far as practicable, with the requirements 

of this Act, as if they were the accounts of an actual 

company’. 
However, paragraph 17, although providing that the 
consolidated accounts shall combine the information 
contained in the separate accounts of the subsidiaries, 
allows the directors of the holding company to. make 
such adjustments as they think necessary. By a. 
combination of these two paragraphs it is possible 
for circumstances leading to certain qualifications in 
the auditors’ reports of subsidiaries to be corrected 
in the consolidated accounts. Such qualifications 
would be those relating to adequacy of depreciation, 
value of assets or omission of liabilities. On con- 
solidation these may not be sufficiently large to need 
reference in the auditors’ report on the consolidated 
accounts, or alternatively an adjustment can be made 
to take care of the situation. In general, it may be 
said that the auditors’ report on group accounts 
should reflect all the qualifications contained in the 
reports on the accounts of the holding and subsidiary 
companies except to the extent to which they have 
been rendered unnecessary by adjustments of the 
kind I have indicated. 


Confidence of Clients 


May I conclude with a word of warning and advice. 
Youth and enthusiasm, coupled with the exercise of 
those critical faculties so necessary in auditing, 
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should not result in clients being viewed as potential 
wrongdoers. Tact in making inquiries to elucidate 
what may appear to be doubtful transactions is a 
quality which should be cultivated not least in the 
auditor’s own interests. We should take care to 
foster and retain the confidence of clients by showing 
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at all times a desire to help them and to relieve them 
of care. By so doing we shall induce in them a sense 
of trust and confidence in ourselves, and perhaps 
even of greater importance be able to maintain that 
quality which Gibbon has described as ‘the first 
of earthly blessings’ ~ our complete independence. 


WEEKLY NOTES 


An International Finance Corporation 

The charter of a new International Finance Corpora- 
tion to work in affiliation with the World Bank has now 
been circulated to prospective member Governments. 
It will be up to these Governments to take such legis- 
lative or other action as may be necessary to become 
members of the new organization if they wish to do so. 
The object of the I.F.C. is to encourage the expansion 
of productive p.ivate enterprise in member countries, 
especially in less developed areas. The corporation 
will invest in productive undertakings in association 
with private investors, but without Government 
guarantee, in cases where sufficient private capital is 
not available on reasonable terms. The new organ- 
ization will also try to recruit capital from private 
sources and to find experienced management. 

Membership is open to Governments which are 
members of the World Bank. The corporation will 
have an authorized capital of $100 million available 
for subscription by members proportionate to their 
subscription of capital in the World Bank. Sub- 
scriptions are to be payable in gold or United States 
dollars. Under this formula the United States would 
subscribe $35 million and the United Kingdom 
$14 million. It is proposed to bring the corporation 
into existence when at least thirty Governments have 
subscribed not less than $75 million. The corporation 
will be affiliated to the World Bank by the appoint- 
ment of directors of the World Bank to the new 
corporation when a member of the World Bank 
becomes a member of the corporation. At manage- 
ment level the corporation will have its own president 
but it will be able to use the World Bank’s personnel, 
paying in each instance for services rendered. 

LC will have more latitude for financing than 
the World Bank since the latter may lend to private 
berrowers only with a Government guarantee. The 
corporation will be able to make fixed interest loans 
and other investments such as purchasing securities 
giving it the right to participate in the profits of an 
undertaking. The I.F.C. will be empowered to invest 
in any productive enterprise but its main emphasis 
is likely to be on industry. 


Registrar of Friendly Societies’ Report 
The Chief Registrar of Friendly Societies is concerned 
not only with friendly societies but with other bodies 
such as industrial and provident societies, building 
societies, and trade unions. His report to Parliament 


each year is divided into five parts, of which parts 2 


to § inclusive for the year 1953, dealing with the four 


types of bodies referred to, have already been 
published. There now appears part 1 which deals ` 
with various matters not falling within the scope of 
any of the other parts. : 

The report shows that the number of approved 
auditors holding general appointments in 1953 was 
2,081, as against 2,018 in the previous year. They 
audited the accounts of 5,518 industrial and provident 
societies for audit fees totalling £230,158, and 
additional charges totalling £46,473. Collecting 
societies audited were 114, the fees and additional 
charges being £13,978 and £712 respectively. All 
other societies and branches audited under the 
Friendly Societies Acts numbered 5,336 with audit 
fees totalling £78,690 and additional charges £19, 504. 
The number of approved auditors holding restricted 
appointments under proviso (b) of Section 20 (2) of 
the Industrial Assurance and Friendly Societies Act, 
1948, fell in 1953 from 840 to 813. 

The number of superannuation funds registered 
under the Superannuation and other Trust Funds 
(Validation) Act, 1927, fell in 1953 from 438 to 436, 
but the total funds at the end of the year were 
£269,105,873 against {247,076,739 at the end of the 
previous year. These funds have more than doubled 
in ten years. Of course, it is not necessary for all super- 
annuation funds to register under the Act and the 
figures given cover only a proportion of the total 
number of superannuation funds in existence. 

Although there has been a steady decline for many 
years in the total number of societies and the like, 
registered with the Chief Registrar, a decline in total 
membership did not begin until 1951. This decline 
may be more apparent than real, in that the total 
membership figure must include considerable dupli- 
cation. Indeed, the total membership is still some 
three times the total population. Moreover, the 
number of societies has fallen largely through amal- 
gamations, When one looks at the total funds, it is 
clear that there is a remarkable growth. Whereas 
these total funds were slightly over £2,000 million in 
1943; by 1953 they had risen to over £3,718 million. 
Of this increase, nearly £868 million is accounted for 
by the growth in the funds of building societies. 


Loans to the Commonwealth 
Loans and grants by the United Kingdom to 
Commonwealth countries during 1954 amounted to 
£120 million compared with {122-6 million in 1953. 
These figures are of amounts authorized and it does 
not necessarily follow that all this money has been 
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spent. The figures are set out in the following table: 
1. LONDON Marker Loans AUTHORIZED 


(a) Colonial: £ 
East African High Commission 7,045,000 
Trinidad te ac Ge 4,245,000 
Nairobi City .. 1,000,000 
Malaya Pe 4,000,000 

Total .. £16,290,000 


(6) Other Government loans: 


Rhodesia and Nyasaland 10,000,000 

New Zealand .. es 10,000,000 
Ceylon 5,000,000 
Total sie ad 2 .. £25s,ooo,ooo 

(c) Consent for private capital issues 48,327,000 


Total market loans .. £89,617,000 





2. LOANS AND GRANTS FROM GOVERNMENT FUNDS 


(a) From United Kingdom contribution to £ 
World Bank . Gg pi 1,020,000 
To India 5,000,000 
To Pakistan he di em 2,750,000 
(6) Under Colonial Development Act 15,567,000 
(c) Colonial Development Corporation 6,014,000 


Grand total ,. £119,969,000 





Scotiand in 1954 


Last year the Scottish economy increased its industrial 
production by 5 per cent which was the same-increase 
as in the year before. Whereas in 1953 most of the 
increase was recorded in goods for the home market 
and for investment, 1954 was a year of outstanding 
progress in export industries, even although the 
ship~-building industry did no better than maintain 
the level of activity of 1953. 

The largest contribution to the increase in industrial 
output in 1954 came from the engineering and 
vehicles industries although paper and printing, gas, 
electricity, timber and leather also recorded important 
increases. One of the most interesting advances was 
the 23 per cent increase in output achieved by 
precision instruments, an industry which has made 
great strides in Scotland in the last decade. As would 
be expected, most of the increase was well under 
way by the middle of the year and the Scottish 
economy, being somewhat deficient in consumer 
goods industries compared with other parts of the 
United Kingdom, did not share to the same extent 
in the big upsurge in demand for such goods in the 
later months of the year. 

One of the more surprising features of the year’s 
activity was the decline in certain branches of metal 
manufacture. On examination of some of the details 
in the Digest of Scottish Statistics for April, which 
was issued last week!, the drop in output was most 
noticeable in iron castings, steel ingots production, 
plates and light rolléd products. It was not until the 
closing weeks of the year that output in certain of 
these sections of the iron and steel industries forged 
ahead of the corresponding period of 1953. 

H.M. Stationery Office, Edinburgh. . 
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New Secretary of The Canadian Institute of 
Chartered Accountants 

Mr E. Michael Howarth, M.A., has been appointed 
Secretary of The Canadian Institute of Chartered 
Accountants in succession to Mr Clem L. King, C.A., 
who resigned at the end of December last in order to 
return to public practice. I 

Mr Howarth received his M.A. degree at Oxford 
University, where he came to study as a Rhodes 
Scholar after obtaining an Honours B.A. in Canada. 
He served in the Royal Canadian Air Force during 
the war and for the past three years has occupied a 
managerial position with a Montreal company. 


The Newspaper Dispute 

After nearly a month without newspapers, London 
once more became serviced by the daily Press, 
towards the end of this week. The Court of Inquiry 
under Sir John Forster gave its view last week that 
the unions’ demands for an increase of 58s 6d a week 
was ‘unrealistic’, But in the end it has not been the 
admission of an unrealistic demand which ended the 
strike, but the organized protest of 20,000 unemployed 
printers to whom notice was given as the strike 
dragged on and for whom that notice expired last 
week, The maintenance engineers have gone back at 
the N.P.A.’s offer of ros a week (and pro rata for 
night work) with the promise of immediate further 
negotiations. 


Oxford University Appointments Committee 
The report for 1954 of the Appointments Committee 
of the University of Oxford, issued this month, 
states that there were 2,940 men registrants in 1954. 

The number of vacancies notified by employers 
during the year totalled 5,326, of which 2,769 called 
for men with scientific qualifications. The demand 
for arts men for industry and commerce remained 
firm; in this category 85 per cent of notifications 
revealed interest in how the candidate worked and 
what part he played in college and university life 
rather than in the subject he read. 

A table giving details of the appointments obtained 
through the committee in 1954 shows that of the 
785 posts filled, 94 were in government service, 294. 
in education, and 257 in industry and commerce; 
of the latter figure 94 were in general managerial 
posts or training, and 66 in buying or selling posts. 

The year proved to be the Committee’s most 
successful so far, although the shortage continued of 
applicants willing to teach science and mathematics 
in the schools. 

The report of the Women’s Secretary states that 
the number of registrations carried forward from the 
previous year totalled 265; registrations revived 
during the year numbered 138 and there were 353 
new registrations. The total of 756 shows an increase 
on previous years and was rrr more than that for 
1953. Of the 192 posts filled, the majority were in 
education, these numbered 58, while the next largest 
group, numbering 31, entered industry and commerce. 
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FINANCE AND.COMMERCE 


The Budget has removed some uncertainty from the 


stock-market but it seems unlikely that any marked 


revival of business will be seen this side of the 
General Election. The general tone of the market 
remains steady. 


The Press Strike 


The Press strike has had some curious results. The 
news was collated, sifted and commented on but the 
printing presses were still and the making of news- 
papers stopped at the proofs. Reuter, the international 
news agency, was supplied with the leading articles 
the public here will never see. The rest of the 
world, however, through Reuter, read what the 
Daily This or That said in a whisper instead of 
through the printing press megaphone. 

In company accounting, the strike lead to a 
new development; the issue of a company’s prelimin- 
ary statement of profits and dividend direct to 
shareholders. United Drapery Stores Ltd, on whose 
board is Mr Edward Hill, r.c.a., took this line. 
Normally, preliminary figures go to the Stock 
Exchange and the Press, a system based on the very 
good principle that as soon as directors have decided 
what dividend they propose to recommend, it is as 
well to publicize it. 

In this case the directors have gone far beyond the 
normal statement. They have issued the full con- 
solidated balance sheet and consolidated profit and 
loss account, subject to audit. Not every company 
will feel disposed to go to these lengths. So far with 
United Drapery, it is only because of the Press strike. 
But at least, it has put printed accounts into share- 
holders’ hands only nine weeks after the closing of 
the books. 

| Inflation 


Some people regard accounting for inflation as a ` 


passing phase; a by-product of war that will fade out 
as war recedes into the past. Inflation certainly has 
slowed down but there is a growing body of opinion 
that inflation of some sort is now part of the social 
system. | 

Lord Howard of Glossop, as chairman of The 
Guardian Investment Trust Ltd, voices this feeling 
in his statement with the accounts. Referring to the 
rise in investment values, he sees it as ‘based on the 
inflationary trend in our economy which, however 
much it may be hidden, and to some extent ignored. 
and deplored, is there all the time’. 


Lord Howard quotes with approval a recent. 


writer who put the case ‘very cogently’ when he said: 
“We have a Welfare State and a high standard of 
living and employment which seems to require the 
constant injection of gradual inflation into the 
economy. Politically, this is much more acceptable 
than any attempt at deflation, and among economists, 
too, it is becoming less and less deplored. Inflation 
has, in fact, underlain world economy for the greater 


part of this century and it would be surprising if it 
did not do so for the remainder of it.’ 

And so up goes the price of coal, then gas and 
electricity, railway fares and freights. .. . 


Capitalizing Reserves 


A criticism often raised against the Capital Issues 
Committee is that it never gives a reason for its 
refusals. Those who have to take ‘no’ for an answer 
find it doubly difficult to do so without knowing why. 
A decision by the C.I.C. recently announced by 
Swears & Wells Ltd, the furriers, however, gives an 
indication of the mind of the Committee in the 
matter of issues of capital by way of capitalizing 
reserves. 

There is, first of all, the Committee’s decision of 
August last year when the directors wanted to make 
an issue of ‘B’ ordinary shares by a capitalization of 
£200,000 of a reserve brought into existence by a 
writing-up of the values of properties at January 31st, 
1954. The Committee refused permission. There is no 
need to consult the Committee at all, however, for 
issues up to {50,000 and the directors took advantage 
of the exemption by capitalizing {50,000 of the 
reserve. 

The recent announcement is to capitalize a further 
£150,000 for a ‘B’ share issue. This time, the reserve 
to be capitalized arises from profits actually realized 
by the sale of two of the company’s properties which 
were not being occupied for the purpose of the 
business. And as we have indicated, the Committee 
consented. 

Evidently the Committee is not in favour of 
increasing issued capital as a book entry to a writing- 
up of asset values. | 


Right Way Round ? 

What is the first thing one looks at in a balance sheet? 
Where does the eye start to read? Would it be at the 
top left-hand corner, that point on the page that the 
eye first picks up in normal left to right reading? 
This is probably the case with most people, but in 
relation to subject-matter, is it the natural starting 
point? We rather feel that the first thing the reader 
of a balance sheet wants to know is: what assets has 
the company? Logically, therefore, assets should be 
shown in the place traditionally given to capital etc. 

Probably this reasoning decided the new form in 
which the 1954 balance sheet of Hoover Ltd has 
been published. Down the left side are the current 
assets leading to current liabilities and provisions 
and net current assets, followed’ by fixed assets and 
the total of net assets. 

The right side opens with the statement that 
“The net assets represent the capital employed 


in ‘the group as follows: which means capital, 


reserves and undistributed profits plus future liability 
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to taxation plus outside shareholders’ interests. 

Current liabilities, it is worth noting, are given in 
two parts with the provisions for dividends payable 
in the second half. : 

Allied to the fact that the balance sheet has been 
shorn of detail (given in separate notes), the effect is 
undoubtedly better in the new form. We shall not 
expect to see this form widely adopted. The tradition 
of capital etc. to left and assets to right is firmly 
established. But there. is a lot to be said for the 
reversal of these positions. 


Bylock’s Recovery 
Having previously placed on record the financial 
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setback of Bylock Electric Ltd, the reprint this week 
of the accounts to July 31st, 1954, showing a sub- 
stantial recovery, is a fitting sequel. It is a compara- 
tively small company with only £45,000 of issued 
capital and £130,898 of net assets, but to the man 
who puts his few hundred of capital intp a business, 
a pound is a pound no matter what the size of the 
enterprise. 

The recovery is attributed by the chairman to 
increased production flowing from increased manu- 
facturing facilities. Production is mainly of domestic 
goods: electric irons, suction sweepers, hair-dryers, 
hedge-trimmers, etc., and we notice that the annual 
report is used to convey to shareholders a dozen 
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1953 
£ £ 
FIXED ASSETS: See Note 3 
35,346 Freehold Land and Buildings .. E š 34,611 
27,016 Plant and Machinery : . s“ 31,138 
6,975 Furniture, Fictings and Fixtures ¿š os 13,045 
4,713 Motor Vehicles .. ae A Ve 4,437 
74,050 $3,231 
INVESTMENTS in Subsidiary Companies (in- 
cluding Debenture £1,000) at Cost, less 
381 amount written off .. SS Sa DÉI 38i 
CURRENT ASSETS 
Stocks and Work in Progress at Cost or lower 
99,859 Market Value, as certified by a Director 128,974 
Moulds, Jigs, Loose Tools, etc, at Directors’ 
12,955 Valuation .. 14,379 
34,317 Trade Debtors, Deposits and Prepayments .. 55,022 
~~ Indebtedness of Subsidiary Companies 362 
6 Quoted Investment at Cost (Market Value £45) 6 
18,027 Bills Receivable .. ae an ech . 23,687 
490 Cash in Hand ‘a sag ai .. 327 
(65,645 221,857 
Deduct 
CURRENT LIABILITIES £ 
79,184 Trade Creditors and Accrued Charges 112,649 
Bank Overdraft (partly secured by 
10,545 Guarantee of a Director) Ge 16,728 
[696 Bills Payable 2 1,083 
3,154 Indebtedness to Subsidiary Companies — 
10.763 Current Taxation . 14,764 
4,950 Proposed Dividend ‘(less Income Tax) 9,250 
110,292 153,474 
55,353 WORKING CAPITAL .. Di e eh 68,383 
[29,784 151,995 
Deduct Loan secured by Mortgage on Freehold 
23,097 Property a e SA KH <i 21,097 
£106,687 TOTAL NET ASSETS .. ra ech së £130,898 
Representing the following Capital and Reserves: 
£ SHARE CAPITAL : £ £ 
In Shares of ls each; 
Authorized.. gä g ss ar .. £100,000 
45,000 Issued and Fully Paid Se Ss Se ia 45,000 
38,140 CAPITAL RESERVE Së Sa Ce SR 38,140 
REVENUE RESERVES 
Reserve for Future Taxation: 
7,700 Income Tax 1955-56 .. Sg SS .. 20,750 
{5,847 Undistributed Profits .. e eg .. 27,008 
: 47,758 
— C. A. MATHES — 
£106,687 Directors. £130,898 
ama H. J. LATHAM e = 


CONSOLIDATED BALANCE SHEET 
at at July 31st, 1954 






































1953 
£ £ £ 
FIXED ASSETS: See Note 3 
35,346 Freehold Land and Buildings .. Sg zs 34,611 
27,016 Plant and Machinery eg i oe e 31,138 
6,975 Furniture, Fittings and Fixtures ee š 13,045 
4,713 Motor Vehicles .. <i T š at 4,437 
74,050 82,231 
CURRENT ASSETS 
Stocks and Work in Progress at Cost or lower 
99,850 Market Value as certified by a Director 128,074 
Moulds, Jigs, Loose Tools, SE at Directors’ 
12,955 Valuation ; .. 14,379 
35,089 Trade Debtors, Deposits and Prepayment . 57,017 
6 Quoted Investment at Cost (Market Value £45) 6 
{8,027 Bills Receivable .. SN SE SN . 23,687 
490 Cash in Hand £S ne ee CH SE 327 
166,417 223,490 
Deduct 
CURRENT LIABILITIES £ 
80,489 Trade Creditors and Accrued Charges 113,968 
Bank Overdraft (partly secured by 
10,445 Guarantee of a Director} Dé 14,035 
1,696 Bills Payable ek ga SH 1,083 
11,098 Current Taxation .. Sa Sa 15,083 
4,950 Proposed Dividend (less Income Tax) 8,250 
108,678 [52,419 
57,739 WORKING CAPITAL .. a Ss Kë 71,071 
131,789 154,302 
Deduct Loan EEN by porters: on Eh 
23,097 Property.. š ks 21,097 
£108,692 TOTAL NET ASSETS ..  .. .. £133,205 
Representing the following Capital and Reserves: 
£ £ 
SHARE CAPITAL of Bylock Electric Ltd .. £100,000 
45,000 Issued and Fully Paid .. ae Ja Ka 45,000 
38,017 CAPITAL RESERVE e ec et gë 38,017 
REVENUE RESERVES 
Reserve for Future Taxation — Income Tax 
8,020 1955-56 .. < we ek Sé .. 21,030 
{7,655 Undistributed Profits .. are Ss .. 29,158 
50,188 
£108,692 £133,205 


— 
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illustrated descriptive price lists of the company’s 
goods. 

While welcoming the recovery in profits, however, 
it must be said that the figures are stale. It took the 
board eight months to get these accounts out and 
there is nothing more to show what has happened 
since July last year than the chairman’s statement that 
the position as to forward orders is healthy and that 
the difficulties to which he referred last year have 
largely been overcome. We notice that Mr L. W. 
Moscrop, F.C.A., who was a director up to 1949, has 
returned as financial director after recovering from a 
motor accident. May we hope that his presence will 
sharpen up the accounting. 


Bié Groups 

At this time of the year a number of leading industrial 
groups report on 1954 operations, Lately the Unilever 
and Royal Dutch organizations have announced some 
remarkable figures. The Unilever group, that is, the 
combined English and Dutch companies, reports a 
turnover of £1,437,429,000 for last year against 
£1,310,121,000 in 1953, an expansion which resulted 
in an increase in trading profits from {61,584,000 
to £'70,095§,000. 

Royal Dutch Shell sales rose by 8 per cent last 
year to £1,850 million, resulting in an increase of 
£4 million in net income to £134 million. During the 
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year capital expenditure totalled {226 million to 
bring a four-year aggregate of £800 million, half of 
which has been concerned with new exploration and 
oil production. Both the Unilever and Shell groups 
maintain dividends on capitals increased by scrip 
issues. 

Pressure on shipping companies for higher 
dividends has pointed more than usual interest to 
shipping company announcements. The Cunard 
company is paying r0 per cent against an equivalent 
9'6 per cent, but the year’s surplus is down from 
£3,065,339 to £2,157,266. Against this the P. & O. 
payment is lifted from 11 per cent to 16 per cent, the 
taxable surplus being £8,285,500 against £8,476,052. 
Last January the directors of the P. & O. stated that 
for some months they had been reviewing the whole 
structure and organization of the group in con- 
junction with Lazard Brothers & Co and the 
company’s auditors. The chairman, Sir William 
Currie, expects to make a statement on the results 


-of this survey at the annual meeting next month. 


Money Market 
With the bid reduced to {99 1s rd the Treasury bill 
rate rose on April 15th to an average £3 15s 309d 
per cent. Applications totalled {420,700,000 and the 
market obtained 33 per cent allotment. This week’s 
offer is £230 million. 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 
for the Year ended July 31st, 1954 








TRADING PROFIT, after charging all expenses of 
trading and management other than those 
28,130 deducted below ., ae ate Ss Sch 69,619 
Deduct Directors’ Remuneration: 
Management Salaries and Superannua- 
5,500 tion Contribution Bs os e. 4,274 
480 Management Commission ae .. 6,024 
5,980 13,298 
262 Auditors’ Fee ats zá a aa 262 
691 Staff Profit Sharing Scheme as . 3,669 
interest Payable (gross): 
1,486 Mortgage Interest šu ge .. 1,137 
305 Loan interest etc. .. be e are — 
5,900 Depreciation of Fixed Assets ae ~e 7,075 
14,624 25,441 
13,506 NET PROFIT before Taxation ..  .. .. 44,178 
Deduct Provision for Taxation based on the Profit 
for the Year: 
7,325 Income Tax .. Sek Se CH .. 20,274 
2,124 Profits Tax .. Sé SN ʻi .. 4,151 
— 24,425 
4,057 NET PROFIT after Taxation = Wé z 19,753 
18,736 Add Balance at July 3lst, 1953, brought forward .. 17,655 
22,793 37,408 
Deduct Proposed Dividend of 334 per cent (less 
5,138 income Tax) Se ag SS SH Ss 8,250 
. UNDISTRIBUTED PROFITS of the Group at July 
17,655 3tse, 1954, as per Consolidated Balance Sheet.. 29,158 
1,808 Deduct Amounts retained by Subsidiaries SS 2,150 
UNDISTRIBUTED PROFITS of Bylock Electric 
Led at July 3lst, 1954, as per Parent Company’s —— 
£t5.847 Balance Sheet aie Si SN DS wie £27,008 
eee Da 


Orient House, 


NOTES ON THE ACCOUNTS 





| There is a Contingent Liability in respect of Bills Discounted amount- 
ing to £116,391. 85 per cent of this has been covered by insurance. 

2 There were outstanding Capital Commitments amounting to 
approximately £21,000, 

3 Fixed Assets 








At Valuation Provisions 
Dated January for 
Details are as follows: Aler, 1947, Deprecia- Net 
and Additions tion Amount 
at Cost to Date 
£ £ £ 
Freehold Land and Buildings .. 40,383 5,772 34,611 
Plant and Machinery D . 54,273 20,135 31,138 
Furniture, Fittings and Fixtures .. 19,328 6 283 13,045 
Motor Vehicles e SS .. 10,090 5,653 4,437 
£121,074 £37,843 £83,231 


g< — See 





REPORT OF THE AUDITORS TO THE MEMBERS OF 
BYLOCK ELECTRIC LTD 


We have obtained all the information and explanations which to the best of 
our knowledge and belief were necessary for the purposes of our audit. In 
our opinion proper books of account have been kept by the Company so 
far as appears from our examination of those books. We have examined 
the preceding Balance Sheet which is in agreement with the books of account. 
In our opinion and to the best of our information and according to the 
explanations given to us, the said Balance Sheet gives the information re- 
quired by the Companies Act, 1948, in the manner so required and gives a 
true and fair view of the state of the Company’s affairs as ac July 31st, 1954.. 

We have also examined the preceding Consolidated Balance Sheet and 
Consolidated Profit and Loss Account of the Company and its subsidiaries. 
with the audited Accounts of those Companies. In our opinion such Con- 
solidated Balance Sheet and Consolidated Profit and Loss Account have been 
properly prepared in accordance with the frovisions of the Companies 
Act, 1948, so as to give a true and fair view respectively of the state of affairs 
at July 31st, 1954, and of the Profit for the year ended on that date of Bylock 


Electric Led and its subsidiaries. 
FRANKLIN, WILD & CO, 
Chartered Accountants, 
Auditors. 
42-45 New Broad Street, 
London, EC2, ‘ 
March 18th, 1955: 2 
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CORRESPONDENCE 


_ Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Premium on Lease 


Sir, — We were very interested in the letter by 
Messrs Lewis, Burrell & Webster (‘Premium on 
lease’, your issue of April 2nd). 

We act for a company which owns a small factory 
let to a tenant at {300 per annum, the tenant paying 
rates and all repairs. The lease was for a period of 
ten years and a premium of {500 was paid. 

H.M. Inspector of Taxes has calculated the net 
annual value at a figure of £365, the excess of £65 
being computed as to {50 proportion of premium 
plus {15 adjustment for interest. He has quoted 
Section 175, Finance Act, 1940, in support of this 
contention. Assuming this to be correct, it would 
appear that the tenant can only recover tax at the 
standard rate to the extent of the rental payable, i.e. 
£300. However, in arriving at his income tax 
liability, the tenant can deduct the net annual value. 

Assuming that the tenant is liable to tax at the 
standard rate, the Inland Revenue would not appear 
to benefit as a result of the incorporation of the 
premium in the Schedule A assessment. 

Thus the landlord would appear to have no tax 
liability in respect of the premium, and we should 
appreciate the opinion of your readers as to whether 
this is correct, or, if not, the method by which this 
premium can be assessed for tax. 

Yours faithfully, : 

London, Wr. GOODMAN, JONES & CO. 
[The net annual value to which the Inspector refers is 
presumably the notional net annual value which has to 
be calculated for the purposes of Section 175 of the 
Income Tax Act, 1952 (formerly Section 15 of the 
Finance Act, 1940), i.e. for the purposes of arriving at 
the assessment on excess rent which is made under 
Schedule D on the landlord himself. It follows that the 
net annual value as assessed for Schedule A remains 
unchanged. The amount of Schedule A tax which the 
tenant is entitled to deduct remains unaffected by the 
excess rent assessment. Thus the landlord does bear 
the tax on the premium, although it may well be other- 
wise where a premium has been brought into account 
in arriving at the Schedule A assessment itself. We 
have invited a contributer to write an article on this 
subject for publication in an early issue. — Editor.] 


‘Marginal Costing in Business’ 


Sir, — With reference to my article ‘Marginal costing 
in business’ (your issue April 16th), I would be very 
interested to hear from readers of details of any 
problems they have. met in this field during the 
course of their work. I would also be interested to 
have readers’ opinions upon the measurement of 
marginal cost, and its relationship to price-fixing and 
decision-making. Names of firms need not be 
mentioned but an indication of the size and nature 
of the firm concerned would be appreciated. 


The writer realizes the pressure of time upon 
professional men and business men in the modern 
world, but such information would assist case study 
work in marginal costing and perhaps help to 
replace some of the wide generalizations upon the 
subject by practicalities. Yours faithfully, 

Ilford, Essex. A. J. G. SHEPPARD. 


[We shall be glad to send to Mr Sheppard any letters 
which readers may care to address to him through this 
office. — Editor. ] 


Valuation of Work in Progress 


SIR, — Your correspondent Mr D F. Goch raises 
this question in his letter published on April 16th. 
In the example given it is suggested that holiday pay 
and sick pay, both falling more heavily in certain 
months of the year, should be spread in the half- 
yearly accounts proportionately over the whole year, 
by estimate if necessary. 

Furthermore, as it is unwise to inflate work in 
progress by any notional percentage overhead, the 
actual rate for the half-year should be used, after 
making all necessary reserves. This rate should be 
applied to the direct labour content of work in 
progress. Yours faithfully, ` 

London, N3. E. A. 8. DAVIES. 


‘Cherubs on Cheques’ 


Sir, — I was interested to read the comments in the 
paragraph entitled ‘Cherubs on cheques’ appearing 
in Weekly Notes in your issue of April oth, that 
cheques were ‘artistically unsatisfying and may be 
condemned as dreary documents’. 

I agree that this statement may be true of the 
standard types of cheques issued by bankers, but 
there was a popular practice some years ago for 
many of the larger companies to have special cheques 
printed with the approval of their bankers. Some of 
these cheques embodied most interesting and artistic 
designs connected with the companies’ business, 
which no doubt had some advertising value and 
brightened the task of the staff of the banks engaged 
on balancing the clearings! 

Yours faithfully, 


Liverpool. M. P. POUNTNEY. 


Situations Vacant 
SIR, — I feel sure I am expressing the feelings of 
many of your readers who have a particular interest 


in the advertisement columns in asking you to thank 
the Rugby Cement Co for stating a date by which 


applicants ‘short-listed’ would be notified. 


Perhaps this could be drawn to the attention of 
other advertisers. Yours faithfully, 
E. R. 
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FIFTH ANNUAL T 
Brighton, October 


The fifth annual conference to be organized by our 
contemporary Taxation, will be held from Friday, 
October 14th until Monday, October 17th next, in 
Brighton. 

The conference will again be under the general 
chairmanship of Mr Ronald Staples, Editor of 
Taxation, and distinguished personalities have ac- 
cepted invitations to give addresses and to preside at 
sessions on the various phases of the law and practice 
of taxation. The conference is being arranged on the 
same lines as those held previously, and will un- 
doubtedly be as successful as those outstanding 
occasions in the history of the profession. 

Besides the business sessions, there will be a 
comprehensive and interesting programme of social 
events, with special attractions for the ladies. A glance 
at the provisional programme outlined below will 
assure all who may be able to attend of a most interest- 
ing and enjoyable week-end. 


Provisional Programme 


All the business sessions will be held i in The Dome, 
unless otherwise stated. 


Friday afternoon, October 14th 

Short inaugural address by the conference chairman, 
followed by a civic welcome by His Worship the Mayor 
of Brighton. It is hoped that lady visitors will attend 
this event. 


Address by Mr Halford W. L. Reddish, F.c.a., on 
“The effect of taxation on industry’. 

Chairman: Sir Harold Gillett, M.C., F.C.A., member of 
the Council of The Institute of Chartered Accountants 
in England and Wales. 


Friday evening 

Cocktail party in the Royal Pavilion, given by the 
Editor of Taxation, to which all members and their 
ladies will be invited. 


Saturday morning, October 15th 
Mock appeal meeting, subjects to be announced at a 
later date. 

Commissioners: Mr W. Macfarlane Gray, F.A.C.C.A. 
(Chairman), President of The Association of Certified 
and Corporate Accountants; Mr B. E. C. Ogle, M.A., 
LL.B., member of the Council of the Law Society; and 
Mr H. F. Carpenter, C.B.E., F.S.A.A., F.C.LS., member 
of the Council and Past President, Chartered Institute 
of Secretaries. . 

Clerk to the Commissioners: Mr R. C. Pascoe, J.P. 


Counsel for the Appellant: Mr L. C. Graham- 
Dixon, Q.c. 


Inspector: Mr E. H. Gordon, H.M. Principal 
Inspector of Taxes, Appeals Section, Inland Revenue. 


Accountant: Mr John Margetts, A.C.A. 


For the ladies: 
A coach tour of some of the beauty spots of Sussex. 
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Saturday afternoon: 
Address by Mr C. N. Beattie, LL.B., on ‘Family 
businesses — taxation and death duties’. 

Chairman: Mr Robert A. Allan, D.S.0., 0.B.E., M.P. 


Address by Mr F. Heyworth Talbot, oc, on “The 
Finance Act, 1955, and recent case law’. 

Chairman: Mr E, Cassleton Elliott, C.B.E., F.S.A.A., 
member of the Council and Past President of The 
Society of Incorporated Accountants. 


Saturday evening: 

Civic reception and dance to be given by the Worship- 
ful the Mayor and the Mayoress of Brighton in the 
Corn Exchange. 


Sunday morning, October r6th: 

Divine service for conference members and their ladies 
at St Peters Parish Church of Brighton, conducted by 
the Rev. Canon D. H. Booth. 


A special eighteen hole medal round golf competition 
for the Taxation Challenge Cup. 


Monday morning, October 17th: 
Address: ‘Schedule D — disallowable items’. 


Chairman: Mr Garfield G. Goult, F.c.A. 


A mock interview with the Inland Revenue Inquiry 
Branch regarding the settlement of a back duty case. 


Inspector: Mr H A. R. J. Wilson, F.c.A., F.S.A.A. 
Accountant: Mr Percy F. Hughes, A.s.a.a. 
Client: Mr L. C. Winterton, F.C.A. 


For the ladies: 
A mannequin parade arranged by Peter Robinson Ltd. 


Special Facilities 
Special facilities will be granted to all members of 
the conference by the Borough of Brighton. 

Those who desire to attend the conference are 
invited to make a nominal contribution of one guinea 
per person towards the conference expenses. No 
further charge whatsoever will be made and all social 
functions including tours etc. will be free. Those who 
attend will only be required to pay for their hotel 
accommodation. 


Travel Arrangements 


British Railways have promised to co-operate in 
running a special train from London with reserved 
seats or reserved compartments, and it would help the 
organizers if those wishing to take advantage of this 
special facility would give early intimation of their 
desire to do so. 

Readers who would like to attend are urged to make 
early application for registration as numbers have to 
be restricted. A registration form and list of hotels may 
be obtained from the conference secretary, Miss J. M. 
Totman, 98 Park Street, London, Wr. 


April 23rd, 1955 
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NEW LEGISLATION - 


All new Acts will be noted in this column together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27—28 Basinghall Street, London, EC 2. 


STATUTES 
(3 & 4 Eliz. 2) 


Chapter 3: Consolidated Fund Act, 1955 


An Act to apply certain sums out of the Consolidated 
Fund to the service of the years ending on March 31st, 
1954, 1955 and 1956. 


Price 2d net. March 29th, 1955. 


Chapter 4: New Towns Act, 1955 


An Act to increase the amount of the advances which 
may be made to development corporations under 
Section 12 of the New Towns Act, 1946. 

Price 2d net. ‘March 2 goth, 1955. 


Chapter 5: Cocos Islands Act, 1955 


An Act to enable Her Majesty to place the Cocos or 
Keeling Islands under the authority of the Common- 
wealth of Australia, and for purposes connected 
therewith, 


Price 2d net. March 29th, 1955. 


Chapter 6: Colonial Development and 
Welfare Act, 1955 


An Act to extend the period for which schemes may 
continue in force under Section 1 of the Colonial 
Development and Welfare Act, 1940; to increase the 
amounts payable out of moneys provided by Parlia- 
ment for the purposes of such schemes; and to include 
the New Hebrides among the territories for which 
such schemes may be made. 
Price 3d net. March 29th, 1955. 


Chapter 7: Fisheries Act, 1955 


An Act to increase the maximum amount of the 
grants which may be made out of moneys provided by 
Parliament to the Herring Industry Board for the 
promotion of the sale of herring and other purposes; 
to confer on the Minister of Agriculture and Fisheries 
and the Secretary of State powers to make grants and 
loans for the execution, for the benefit of the fishing 
industry, of harbour and other works and to determine 
certain existing powers in that behalf; to empower the 
Secretary of State to operate dredgers; and for purposes 
connected with the matters aforesaid. 

Price 4d net. March 29th, 1955. 


Chapter 8: Northern Ireland Act, 1955 


An Act to make further provision as to the salary and 
expenses of the Governor of Northern Ireland; to 
transfer to the Court of Appeal in Northern Ireland 
jurisdiction in respect of certain appeals by way of 
case stated; to enlarge the legislative power of the 
Parliament of Northern Ireland in respect of the 
administration and distribution of estates of deceased 
persons, the printing and publication of statutory rules, 
-and the appointment, removal, remuneration, juris- 
diction and functions of coroners; and for purposes 
connected with the matters aforesaid. 

Price 4d net. March-29th, 1955. 


Chapter 9: Public Works Loans Act, 1955 


An Act to grant money for the purpose of certain local 

loans out of the Local Loans Fund. 

Price 2d net. March 29th, 1955. 

Chapter 10: Transport (Borrowing Powers) 
Act, 1955 


An Act to increase the limit imposed by paragraph (b) 
of subsection (1) of Section 26 of the Transport Act, 
1953, on the amount outstanding in respect of borrow- 
ings of the British Transport Commission. 

Price 2d net. March 29th, 1955. 


Chapter 11: National Service Act, 1955 


An Act to provide for extending the upper age-limit for 
liability to National Service in the case of persons absent 
from Great Britain in the last year of their said liability, 
and for purposes connected with the matter aforesaid. 
Price 3d net. March 29th, 1955. 


Chapter 12: Trustee Savings Banks (Pensions) 
Act, 1955 


An Act to amend the law relating to the superannuation 
benefits payable in respect of service with trustee 
savings b and their inspection committee. 

Price 2d net. March 29th, 1955. 


Chapter 13: Rural Water Supplies and Sewerage 
Act, 1955 


An Act to amend the requirements of the Rural Water 
Supplies and Sewerage Act, 1944, with respect to 
undertakings under Section 1 of that Act to make 
contributions towards expenses incurred by local 
authorities in connection with water supplies, sewerage 
and sewage disposal in rural localities; and for purposes 


connected with the matters aforesaid. 


Price 2d net. March 29th, 1955. 


Chapter 14: Imperial War Museum Act, 1955 


An Act to amend the law relating to the Board of 
Trustees of the Imperial War Museum, and to extend 
their powers of lending objects belonging to the 
Museum. 


Price 3d net. March 29th, 1955. 


STATUTORY INSTRUMENTS 


The Savings Bank Annuities 
(Tables) Order, 1955 


(S.I. 1955 No. 419) 


Under the Government Annuities Act, 1929, Part IT, 

the National Debt Commissioners may grant im- 
mediate life annuities which are sold through the Post 
Office Savings Bank and Trustee Savings Banks and 
are known as savings bank annuities. The Act empowers 
the Treasury to approve tables for calculating the 
amounts of these annuities, framed in such a manner 
that the Exchequer suffers no loss. This Order approves 
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new tables designed to achieve this object; these are 
additional to, and not in substitution for, the tables 


in the Second Schedule to the Savings Bank Annuities ` 


(Tables) Order, 1954 (S.I. 1954/1578). 
Price 9d net. March r8th, 1955. 


The Double Taxation Relief (Estate Duty) 
(South Africa) Order, 1955 


(S.I. 1955 No. 424) 


Article III of the Agreement between the United 
Kingdom and the Union of South Africa, which is 
scheduled to the Double Taxation Relief (Estate 
Duty) (South Africa) Order, 1947, laid down a code 
of rules for determining the situs of property which 
may pass for estate duty purposes on the death of a 
person who dies domiciled in Great Britain or ordin- 
arily resident in the Union. The amending Agreement 
of December 22nd, 1954, provides that the code of 
rules shall not be applied where the effect of applying 
it would be to bring within either country’s charge to 
duty property which, apart from the code, would be 
outside the charge of the country in question. 

The amending Agreement applies to the estate duty 
(separate from British estate duty) which is imposed 
in Northern Ireland. š 

'The amending Agreement is effective as regards the 
estates of persons dying on or after January rst, 1952. 
Price 3d net. 


The Trade Marks (Amendment) Rules, 1955 
(S.I. 1955 No. 461) 


These Rules, which come into operation on April rst, 
1955, amend the Trade Marks Rules, 1938 (S.R. & O. 
1938/661), by: 

(1) increasing fees payable after June 30th, 1955, in many 
trade-mark matters; increased fees being printed in 
italics; 

(2) requiring payment of the increased renewal fee even 
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where the fee is paid on or before June 30th, 1955, 
if the renewal could be effected after June 30th, 
1955, without extension of time; 

(3) requiring payment of the increased fee for continuance 
of the inclusion of a mark in the collection of refused 
marks even though it is paid on or before June 3oth, 
1955, if the inclusion of the mark in that collection 
could be secured after June 30th, 1955, without 
extension of time; 

(4) introducing a new Schedule II of prescribed forms 
modified so as to indicate the fee payable by reference - 
to the appropriate item in the fees Schedule. 

Price 2s net. April Ist, 1955. 


The National Insurance (Increase of Benefit 
and Miscellaneous Provisions) Regulations, 
1955 


(S.I. 1955 No. 493) 


These Regulations, which are made in consequence of 
the National Insurance Act, 1954, and revoke and 
replace the National Insurance (Increase of Benefit 
and Miscellaneous Provisions) Provisional Regulations, 
1955, increase the rates of benefit payable under 
certain regulations made under the National Insurance 
Act, 1946, in order to bring them into conformity with 
the higher rates of benefits payable directly under that 
Act by virtue of the Act of 1954. 
Price od net. 


O 


April 5th, 1955. 


The Double Taxation Relief (Taxes on Income) 
(U.S.A.) (No. 2) Regulations, 1955 


(S.I. 1955 No. 499) 


The purpose of these Regulations is to relieve paying 
agents in this country of the obligation to deduct 
United States withholding tax from dividends paid to 
persons in the Republic of Ireland and to accord to 
those persons the same treatment as that accorded 
to persons resident in the United Kingdom. 

Price 2d net. June Ist, 1955. 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 
The following is a list of Associates elected to Fellowship 
and applicants admitted to membership at the Council 
meeting held on April 6th, 1955, who completed their 
Fellowship or Membership before April 19th, 1955. 


Associates elected Fellows 

Barker, Randulph Boyd, B.A; 1942, A.C.A.; (Barker, 
Smiles & Co), 6 Grafton Street, London, WI. 

Bennett, Frank Cecil; 1950, A.C.A; 27 Pembridge 
Crescent, London, W11. 

Craig, Vivian Simon; 1949, A.C.A.; (C. Vivian & Co), 
16-17 Devonshire Square, London, EC2. 

Elphinstone, Charles Spencer; 1948, A.C.A.; (Sidford & 
Keen), 2 Guildhall Chambers, 31—34 Basinghall Street, 
London, EC2. 

Gould, Harold; 1950, A.C.A.; (Wilson Wright & Co), 
1 Hatton Garden, London, ECr. 

Gray, Alan Jared, Junr.; 1939, A.C.A.; (*Alan J. Gray & 
Son), 3 Manor Place, Sunderland, and at Newcastle upon 
Tyne; also at Seaham, (*L. Webster & Co). 

Jeremy, David Thomas; 1924, A.C.A.; (Sidney H. Buckland 
& Son), Moorgate House, 6 Christina Street, Swansea. 


*placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 


Levy, Sydney; 1949, A.C.A.; (Levy, Lawrence & Co), 
Sylvia House, 273 Whitechapel Road, London, Er. 

Merchant, John Leonard; 1948, A.C.A.; (FH. A. Merchant 
& Co), 48-50 Uxbridge Road, Ealing, London, Wes, I 

Morton, William James; 1924, A.C.A.; (Clow & Morton), 
Campion Chambers, 5 St Nicholas Street, Leicester. 

Muggison, Percy Truman; 1925, A. CA: (P. T. Muggison 
& Co), 33 Friar Lane, Leicester. 

Nelson, Hugh Steven; 1950, A.C.A; 196 Addiscombe 
Road, Croydon, Surrey. 

Pickard, John Warrington; 1948, A.C.A.; (MacIntyre, 
Hudson & Co), Craig’s Court House, 25 Whitehall, 
London, SW1, and at Paris. 

Rowley, Ernest Edward Victor; 1929, A.C.A; (John 
Rowley & Co), 20 Friar Lane, Leicester. 

Stott, Samuel Kenneth, M.B.E., T.D.; 1940, A.C.A,; (Farrant,. 
Stott & Golland), 2 Booth Street, Manchester, 2. 

Taylor, John Raymond; 1937, A.C.A.; (Godwin & Taylor), 
24 Station Road, Redhill, Surrey, and at Croydon and 
London. 

Thompson, Ernest; 1949, A.C.A; (A. Grierson, Son & 
Thomson), 21 Spring Gardens, Manchester, 2. 

Wells, William Keith, B.A; 1950, A.C.A.; (Amsdon, 
Cossart & Wells), 103 Cannon Street, London, EC4. 


(Not in England or Wales) 
Cave, Ronald; 1935, A.C.A.; (*Cooper Brothers & Co), 
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Lewis & Marks Building, 65 President Street, Johannes- 
burg, South Africa, and at Cape Town, East London, 
Durban and Port Elizabeth. 


Admitted as Associates 


(In Practice) 
prtann, Sidney, 70 Redbridge Lane, Wanstead, London, 
II. 
(Not in Practice) 

Astley, David Gareth Chesterfield, 59 The Causeway, 
Potters Bar, Middlesex. 

Aulton, John Stuart, Thornclifie, Cromford, Matlock, 
Derbyshire. 

Barlow, Dudley John, with Viney, Price & Goodyear, 
Empire House, St Martin’s-le-Grand, London, EC 

Harrison, Leslie, 95 Wantage Road, Reading. 

Round, Timothy Peter, 39 Philip Victor Road, Handsworth, 
Birmingham, 20. 

Walker, John David, 8 Shaldon Drive, Littleover, Derby. 

Wassermann, Harold, 55 Cazenove Road, Stoke Newington, 
London, Nr6. 


Former Member re-admitted to Membership 
Nurse, Bramwell William Henry, c/o Howes & Sons, 
Ltd, Chapel Field North, Norwich. 


MEMBERS’ ADDRESSES WANTED 


The Secretary of the Institute would be glad to know 
the present addresses of the following members of 
the Institute. The town at which the member was 
last known is shown after each name. 
Harold Cooper Booth, a.c.a., Manchester. 
Theodore Caink, A.C.A., Malvern. 
Raymond Worsley Edwards, A.C.A., Bideford. 
Horace James Hawes, A.C.A., Woodford. 
William Arnold Mather, a.c.a., Southport. 
Richard Trist, A.C.A., Southend-on-Sea. 


Personal 


Messrs CHANTREY, Martin & Co, Chartered 
Accountants, of London and Birmingham, announce 
with deepest regret that their partner, Mr Joun B. 
ee F.C.A., died very suddenly on Friday, March 
25th. 

Messrs HIBBERD, Butt & Jounson, Chartered 
Accountants, of Bournemouth and London, announce 
that Mr JAMES JOHNSON, F.C.A., has retired as from 
March 31st, 1955. The practice will be continued by 
the remaining partners under the same name and at 
the same addresses. Mr JOHNSON will retain certain 
directorships and personal appointments, and will be 
available to the firm in a consultative capacity. 

Messrs Myers, Davies & Co, Chartered Account- 
ants, of 259-264 Salisbury House, London Wall, 
London, EC2, announce with deep regret the 
relatively sudden death of their senior partner, Mr 
JOHN Myers, F.c.a., on April roth. The practice 
will be continued by the surviving partners under 
the existing name. 
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Messrs CLARKE, ECKERSLEY, PRENTICE & Co, of 
Manchester and London, who have been associated 
for a number of years with Messrs EDWARD MYERS 
CLARK & Co, of London and Watford, and Messrs 
GEORGE PEDLEY & Co, of Burnley, announce that Mr 
Dennis WILLIAM ECKERSLEY, B.COM., &.C.A., son of 
Mr J. W. ECKERSLEY, F.c.a., has been admitted to part- 
nership. The style of the firm will remain unchanged. 

Messrs RUSSELL, FLEMING, Boys & Co, of 94 
Church Road, Hove, announce that Mr Dennis B. 
EVANS, A.C.A., a senior member of their staff for 
many years, has been taken into partnership. The 
name of the firm will remain unchanged. 

-Messrs Hare & Co, Accountants, of 12 and 14 

Jury Street, Warwick, announce that, as from April 
18th, 1955, they have taken into partnership Mr 
RICHARD ALBERT WILSDON, A.C.A. The firm will 
continue to practice from this date at the same 
address under the style of Hare, KELLY, WILSDON 
& Co, Accountants. 

Messrs KIMBERLEY, Morrison, Moore & Co, of 
47 Temple Row, Birmingham, 2, announce that they 
have admitted Mr Tuomas PELHAM HAWKER, A.C.A., 
into partnership as from April rst, 1955. The style of 
the firm remains unchanged. 

Messrs TuRQUAND, Youncs & Co announce that 
as from April rst last they have entered into partner- 
ship with Messrs Duncum, Watkins, Ford & Co, of 
Colombo, Ceylon, who have acted as their agents 
there for many years. One of their representatives 
will be proceeding to Ceylon shortly to take up 
residence there; in the meantime the present local 
partners, Messrs C. E. BEGBIE, F.c.a., E. TURNER 
GREEN, F.c.A., and T. W. HARDSTAFF, M.B.E., A.C.A., 
will continue to conduct the affairs of the firm, the 
name of which has been changed to ‘T'URQUAND, 
Younes & Co as from April rsth. 


Professional Notes 


Mr R. A. Sherman, LL.B., A.C.A., secretary of Allied 
Ironfounders Ltd, has been appointed to the board 
of the company. 

Mr I. Š. Petherick, A.C.A., has been appointed 
secretary of ‘Diamond H’ Switches Ltd. 

Mr Reginald W. West, 0.B.E., F.C.A., has been 
elected a director of Gale & Polden Ltd. 

Mr John A. Rodgers, A.S.A.A., A.C.1.S., has been 
appointed a director of Pfizer Ltd. He has been 
manager of the British branch of the Pfizer Corpora- 
tion for the last two and a half years. 

Mr R. J. B. Tiernay, A.S.A.A., has been appointed 
accountant of the Midlands Division of the British 
Electricity Authority. 


' JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday: ‘Practical aspect’ lectures for Intermediate candi- 
dates (admission by card): ‘Costing’, by Mr F. T. Hunter, 
A.C.A., F.C.W.A.; “Accounting for management’, by Mr 
Tan Liddington, M.C., A.C.A.; “Banking practice’, by Mr 
H. J. Witherdige, M. Coy B COM. ‘Assurance and insur- 
ance’, by Mr 8. R. Fenwick, F.C.T. 

Tuesday: ‘Dollars and sterling’, by Mr H. Hunter; “The 
work of executors and trustees’, by Mr M. W. Lockyer, 
A.1.B.; “The accountant’s place i in an industrial organiza- 
rion’, "by Mr E. H. Davison, A.C.A. 

Wednesday: ‘Practical aspect’ lectures for Final candidates 
(admission by card): “Building societies — their functions 
and financial structure’, by Sir Bruce Wycherley, M.C., 
F.C.LS.; “The finance of foreign trade’, by Mr G. I. 
Williamson; ‘Stock Exchange practice’, by Mr P. Legg; 

‘Receiverships and bankruptcy practice’ (including deeds 
of arrangement), by Mr Leslie Cork. 

Thursday: “The chartered accountant and accounting 
mechanization’, by Mr J. Sandford Smith, ACA; “The 
consolidation of accounts in practice’, by Mr W. E. 
Parker, c. B.E., F.C.A.; “The capital structure of limited 
companies’, by Mr H. J. S. French, ops, B.C.L. 

Friday, 5 p.m. (at the Chartered Insurance Hall, 20 
Aldermanbury, EC2): Annual general meeting. 


Northampton Students 


The Northampton Accountancy Students’ Group 
held its first annual dinner recently at The Plough 
Hotel, Northampton, the chair being taken by Mr 
H. Murray Lepper, F.s.a.a. Mr Derek du Pré, Editor 
of The Accountant, was the principal guest; he was ac- 
companied by Messrs R. A. Palmer, T.D., M.A., F.C.A., 
B. A. Schanchieff, r.c.a., J. W. Walkden, F.c.a., and 
R. V. Summers. After dinner, Mr du Pré spoke on 
‘The profession and the public’, and appreciation 
was expressed by Mr H. Theodore Adams, A.5.A.a., 
Secretary to the Group. 


The Institute of Chartered Accountants 
in Australia 
List op MEMBERS 
A new issue of the list of members of The Institute 
of Chartered Accountants in Australia, as at June 
3oth, 1954, has recently been published. As in the 
previous issue, which was published in rogo, the 
membership list is under three headings — alphabetical, 
topographical and ‘separate list’. i 


Institute of Actuaries 


An ordinary general meeting of the Institute of 
Actuaries will be held in the Hall of the Chartered 
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Insurance Institute, 20 Aldermanbury, EC2, next 
Monday at 5 p.m., when Messrs M. E. Ogborn, 
PIA, and G. E. Wallas, F.L.A., will submit a paper 
entitled ‘Deferred annuities with participation in 
profits’. 


Annotated Tax Cases 


Part 1 of Volume XXXIV of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.c., is published today 
and contains reports, with notes on the judgments, of 
the following cases: In re Hooper’s 1949 Settlement 
(Ch.D.); In re Hoopers 1934 Settlement (Ch.D.); 
In re Delhi Electric Supply © Traction Co Ltd 
(Government of India v. Taylor) (H.L.); Uganda 
Commissioner of Income Tax v. Bjordal (P.C.); 
Baddeley (Newtown Trustees) v. CLR. (H.L.); Gahan 
v. Chloride Battertes Lid (C.A.); C.L R. o Heelex 
Investments Ltd (C.A.); CLLR. v. Transport Economy 
Ltd (C.A.). 

The index of names and subjects of cases to 
Volume XXXIII is also being published and when 
received this volume may be sent for binding. 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
EC2. 


SEVENTY-FIVE YEARS AGO 
From ie Accountant op APRIL 24TH, 1880 
A leading article entitled 
TOUTING SOLICITORS 


A subscriber writes us in regard to some (we Rope) 
singular proceedings at a meeting of creditors held a 
few days ago in a northern town:—The mode of 
procedure at the meeting of creditors was somewhat 
at variance with the usual practice at meetings of this 
nature, as I think you will venture to admit. Two 
solicitors, afterwards appointed solicitors to the 
trustees, stationed themselves near the door of the 
room in which the meeting was held, and as each 
person entered therein, made the enquiry whether he 
had proved his debt; if an affirmative reply was given, 
he was asked to sign certain resolutions appointing 
certain gentlemen trustees, and the two solicitors 
mentioned, to register the resolutions. In the event 
of a negative reply being given, one solicitor filled 
up the proof, and the other one administered the oath, 
and the Creditor was then asked to sign the before 
mentioned resolutions. All this was done before the 
meeting opened. Was not this a gross case of touting 
by solicitors? Neither of the two solicitors was acting 
as solicitor to the proceedings. 
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THE BUDGET DEBATE 


OUR days of debate on the Budget did little to clarify the 
Has of the man-in-the-street on the subject. Not only were 

there differences of opinion between the two main parties 
on the wisdom or justice of the tax changes, but there were clear 
divergences of opinion inside each party. The realm of national 
taxation is a particularly fertile one for theorizing, and although 
practical experience of the working of various kinds of taxes is not 
lacking, the economic structure of the country, and the motives 


which move individuals in their daily life, are so complex that it 


is difficult to ascribe with any certainty, specific results to specific 
causes. Every Chancellor is dealing with the unknown in that it 
is not given to us to know what the ensuing year will bring. As one 
member remarked, the forecasts made by Treasury economic 
experts are in a sense the statistics of the past projected into the 
future. 

The Opposition criticisms may perhaps fairly be summed up 
as follows. If in 1954 it was correct to have a standstill Budget, and 
if as recently as February 1955 it was necessary to raise the Bank 
rate to 44 per cent as a deflationary measure, then it must be 
wrong to decrease taxation in April by some {155 million a year. 
If, on the other hand, a reduction of taxation of such magnitude 
is right, it has been given to the wrong people. 

There was no criticism of the increases in personal allowances 
for income tax. One member did complain that although this might 
well remove some 24 million individuals from liability, a great 
burden of work would be laid on Inland Revenue staffs in recoding 
the many millions of workers under P.A.Y.E. Truly a Chancellor 
of the Exchequer has a thankless task. 

The subtlety of at the same time reducing the reduced rate 
relief was not expressly gone into, but members of the Opposition 
were quick to seize on the fact that for most people of moderate 
incomes the net reduction in income tax was extremely small 
indeed. For single persons earning up to £700 a year the fall in 
tax is about a shilling a week or less, while the employee’s contri- 
bution for National Insurance is to go up by 1s a week as from 
June 6th, 1955. Even for those who believe in the disincentive 
effect of income tax on the average wage-earners’ will to work, 
this reduction of burden hardly seems likely to have a startling 
effect on production. The family man in those income groups 
does a little better but with the present cost of living he is hardly 
likely to need any incentive to earn as much as possible. 

It was on the ground of incentive that the CHANCELLOR rested 
his decision to alter the rates of income tax. The point was made 
that a mere reduction in rates was a very rough and ready method 
of achieving this. The Tables published by the Treasury show 
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that it is the people with unearned income who 
benefit most. Some members suggested that an 
increase in the earned income relief would have 
been a more logical step. Another member sug- 
gested a felief which was even more closely 
geared to increased production, namely, an 
extension of the system of investment allowances. 
This was thought to be a better means of increas- 
-ing production than a mere exhortation to tax- 
payers not to spend the increase of net income on 
themselves. Certainly there was a good case for 
increasing the earned income relief from its 
present awkward fraction of two-ninths to, say, 
one-quarter, or possibly even more. 

One Opposition member had a number of 
suggestions. He thought that a good concession 
would be to allow work-people the cost of travel- 
ling to their work, pointing out that a large pro- 
portion of this cost was represented by the high 
petrol duty, and had to be met out of net income. 
He also thought that post-war credit repayments 
ought to be speeded up before current taxation 
was so drastically reduced. 

On the other hand another Opposition member 
frankly admitted that with income tax at its 
present level, it was hopeless to expect real 
efficiency in industry; the tax repercussions of 
every transaction were bound to affect the 
decisions. He thus tacitly endorsed the Govern- 
ment argument that the present direct tax 
structure was too harsh and that it would be 
wrong to allow it to become an accepted feature 
of post-war life. Supporters of Mr BUTLER were 
concerned to argue that apart altogether from the 
question of incentive, the most heavily taxed people 
ought to receive the largest reductions. Indeed, 
one member went so far as to argue that since 
the standard rate was to be reduced by sixpence, 
all the surtax rates ought also to be reduced 
by a like amount. This aspect was no doubt 
responsible for the reduction in reduced rate 
relief. 

One result of the reduced standard rate is that 
profits tax on distributed profits is in effect 
reduced also. Each net dividend will now be 
grossed back at 8s 6d instead of gs in arriving at 
the amount on which to charge the additional 
20 per cent. 

The absence of any implementation of the 
recommendations in the second Millard 'Tucker 
report, has been disappointing to professional 
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men and traders, but it received little attention - 
in the debate. ‘The FINANCIAL SECRETARY TO THE 
‘TREASURY said that the CHANCELLOR had carefully 
studied the report but did not feel able to take 
any action in view of the impending dissolution 
of Parliament. The FINANCIAL SECRETARY added 
that the CHANCELLOR had dealt with two of the 
main conclusions in the second interim report of 
the Royal Commission, namely, that liability 
started too low, and that the family man was at 
an unfair disadvantage. The precise recom- 
mendations of the Commission on these matters 
had not been followed because they involved too 
much administrative complication, but the criti- 
cisms had in.a large measure been met. 

The reduction in purchase tax on textiles, 
granted specifically to help industry in Lancashire 
and Northern Ireland, has been received with 
widespread coolness. Members from constitu- 
encies in the areas in question complained that 
the concession did not go far enough to help the 
stricken industries. 

Apart from this special case there was remark- 
ably little complaint about the purchase tax, in 
strong contrast to the discontent to which it gave 
rise earlier in its existence. The history of this 
tax shows how public opinion generally can 
become conditioned to a heavy tax which would 
have been unthinkable a few years ago. 

There was some complaint from the Opposition 
that the reductions in taxation were of no benefit 
at all to people who were already exempt from 
income tax. On these grounds it was suggested 
that the taxes on beer, tobacco, or entertainments 
might be reduced. It was even suggested that 
such reductions would themselves increase the 
incentive to work. It need hardly be said that 
not everyone indulges in any of these pleasures 
to any appreciable extent. Moreover, the spend- 
ing of money on those things is hardly indi- 
cative of poverty and need; nor is it immediately 
obvious how the cheapening of entertainment 
is going to make people work harder. 

Budget debate, where the issues are as 
clear-cut as they are at present, provides an 
excellent opportunity to study the thoughts 
and heliefs of ordinary men in the street on the 
function of taxation and of public expenditure. 
Many of those thoughts and beliefs are faithfully 
reflected in the speeches of their chosen repre- 
sentatives. 
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THE FINANCE BILL 
SECOND READING 


N Monday last the Finance Bill passed 

its second reading after less than five 

hours of debate. Mr HENRY BROOKE, 
Financial Secretary to the Treasury, when in- 
troducing it, took the opportunity to answer 
some of the criticisms which had been made 
in the previous week. He stressed that the 
absence from the Budget of the recommenda- 
tions of the second Millard Tucker Committee, 
and of some of the recommendations of the 
Royal Commission’s second report, did not 
mean that these recommendations had been 
forgotten. They would remain for consideration 
‘in future years’ and he hoped that before long 
the final report of the Royal Commission would 
be available for study. 

These remarks prompted Mr DALTOoN to ask 
whether, in the event of the present adminis- 
tration being returned to power next month, 
there would not be a second Finance Bill. 
However, the Government spokesman refused 
to be drawn on this, although it does seem that 
the reference to future years implies that the 
recommendations on the tax treatment of pro- 
vision for retirement have in effect been shelved. 

Dealing with the Commission’s recommenda- 
tion of a minimum earned income rélief, Mr 
BROOKE said that this would give rise to serious 
administrative difficulties in the operation of 
P.A.Y.E. The Finance Bill proposals were in 


. fact more favourable than those of the Com- 


\ 


mission. The Commission’s recommendation for 
a sliding scale of child allowance, varying (with 
total income) from £85 to {160, also raised 
administrative P.A.Y.E. objections; the Govern- 
ment had decided on the flat rate increase from 
£85 to £ roo. On the other hand the CHANCELLOR 
did not think that parents whose children had 
incomes exceeding £85 per annum were neces- 
sarily the most deserving category to get the 
benefit of a special change in the law. Accordingly 
it had been decided to retain the income limit of 
£85. This, incidentally, is a good example of how 
anomalies creep into income tax. 

Mr Brooxe said that the increase in the 
maximum permissible income of a dependent 
relative for the purpose of the dependent relative 


allowance was being increased by {£26 in view of 
the coming increase in old-age pensions, which 
otherwise might rob the supporting taxpayer of 
his tax relief. 

The new P.A.Y.E. tax tables consequent on 
the changes would be available early in July 
when the necessary recoding would have taken 
place. Any overpayments would automatically be 
made good at that time. In most cases it would be 
possible to give effect to the new single and married 
allowances without recoding. Taxpayers who 
benefited from the extension of the maximum 
income limit for dependent relatives, or for 
children undergoing training, would have to make 
a specific claim to the Inspector. Forms of 
claim were being printed and would be available 
for issue at the beginning of July. 

Criticisms made during the debate included 
complaints that a vast. amount of post-war 
credits, many belonging to people now seeking 
public assistance, were still unpaid and that the 
dependent relative allowance had not been 
increased, despite the increased cost of living. 
Mr Doueras Jay said that one of the most 
astonishing facts about income tax was that out 
of a total yield of {£1,700 million there were 
about 5 million taxpayers at the bottom of the 
scale who contributed barely {50 million. He 
thought it would have been better to exclude 
the whole 5 million instead of the 24 million 
whom the CHANCELLOR had excluded. 

Winding up for the Government, Sir Epwarp 
Boy zg, the Economic Secretary to the Treasury, 
said that the Government proposed to intro- 
duce a simple form of request for information 
from companies as to their investment intentions 
for a year or so ahead. This would assist in the 
compilation of the Economic Survey. 

He cautioned the House against getting into 
the habit of supposing that all income belonged 
by right to the State, except that small section 
which the CHANCELLOR OF THE EXCHEQUER 
allowed us to spend. Such a state of mind meant 
the death of personal liberty. 

The Finance Bill passed through the Com- 
mittee Stage on Wednesday evening and was 
expected to pass the remaining stages on Friday. 
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THE ASSOCIATION’S YEAR 


pP 


N another page we report the PRESIDENT’S 
Se at the fiftieth annual general meet- 

ing of The Association of Certified and 
Corporate Accountants held last Tuesday. 
It is evident from this address and from the 
extracts from the 1954 report of the Council 
which we published three weeks ago, that the 
Association in its golden jubilee year continues 
to prosper. The membership at December 31st, 
1954, Was 9,241 as compared with 8,908 at the 
corresponding date in 1953. The number of 
students and graduates (including articled clerks) 
at the end of 1954. was 8,248. Of the 3,989 candi- 
dates who presented themselves for the June and 
December 1954 examinations, 1,597 or 40 per 
cent were successful. The overall percentage pass 
in 1953 was 43. The drop is almost wholly 
accounted for by the increase in failures in 
Section I of the Final examination, only 28 per 
cent of the candidates passing in 1954 as against 
37 per cent in 1953. Passes in Section II of the 
Final examination and in the Intermediate 
examination remained steady at 51 per cent and 
44 per cent respectively. 

The income and expenditure account of the 
Association for 1954 shows a surplus of £1,230. 
‘This modest margin, MR W. MACFARLANE GRAY, 
F.A.C.C.A., points out in his presidential address, 
cannot be regarded with equanimity. In addition 
to all the regular commitments which, despite 
the exercise of reasonable economy, continue to 
increase, the Association may shortly have to 
bear the additional expense of maintaining new 
headquarters larger and more in keeping with its 
range of interests and activities. 

In his address, the PRESIDENT also makes 
reference to the recent absorption scheme, when 
a proposal put to the members that they should 
admit the eligible elements of three other profes- 
sional bodies not recognized by the Board of 
‘Trade failed to obtain the necessary three-fourths 
majority. Mr Gray states that the Council con- 
siders that the rejection of the scheme was a 
short-sighted move ‘likely to react adversely on 
the prospect of registration’. He comments, too, 
on the disappointing fact that fewer than one- 
half of the members voted on the issue. Nothing 
so endangers good progress as apathy. The 


Council of the Association devotes a good deal 
of time to administering its trust and, in 
return, it has the right to demand the interest 
and attention of every member on. matters 
concerning the well-being of the Association as a 
whole. 

Throughout 1954 the Technical Research 
Committee, following a reorganization of the 
technical work of the Association in the previous 
year, maintained a high level of activity. The 
Taxation Subcommittee published two practice 
handbooks — The Residence of Individuals and 
its Effect on Liability to United Kingdom Income 
Tax, and Estate Duty on Business Assets — and 
the Management Accounting Subcommittee com- 
pleted its first research project when it produced 
Management Accounting: a Concise Appraisal. 
The general committee prepared a survey of 
existing methods of raising finance which was 
published under the title of Sources of Capital. 

Because of the large numbers of qualified 
accountants taking up positions in industry and 
commerce, the Council of the Association is to 
consider whether its present basis is, in the 
PRESIDENT’S words, ‘sufficiently representative of 
the present pattern of our membership’. Due 
provision is made in the Association’s rules for 
the election of non-practising members to the 
Council. In view of the general controversy as 
to whether or not some special training is required 
for management accounting, it is interesting to 
note that Mr Gray believes that the principal 
reason why so many accountants are being 
absorbed into industry and commerce is the — 


‘fundamental broadening of the function potential 
of the accountant which, it can fairly be said, the 
profession has, quite properly, done much to 
foster and to satisfy’. 


This dictum coincides with the opinion expressed 
from time to time by other leading members of 
the profession, that the basic training provided 
by service in a practising accountant’s office and 
by the examination curriculum is, in itself, 
sufficiently comprehensive to enable the young 
qualified member possessing enterprise and 
ambition to embark confidently on a career in 
industrial accountancy. 
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PREMIUMS ON LEASES 


LIABILITY TO TAX 
by PETER WHITWORTH 


This article has been written at our invitation, following the publication in our’ 
correspondence columns recently, of letters on the subject 


and more to take premiums into account 

and are consequently bringing some un- 
pleasant surprises to landlords. Incidentally they 
are also upsetting the long established principles 
under which the liability for income tax on real 
estate is apportioned between landlord and 
tenant. To a large extent the position will be 
righted when the Schedule A revaluation takes 
effect (probably in 1957-58), and the necessity 
for excess rent assessments is for the time being 
removed. 


H XCESS rent computations are tending more 


The Authority for Excess Rent Assessments 


In the meantime it is necessary to examine how 
premiums affect excess rent assessments. Two 
sections of the Income Tax Act, 1952, impose 
liability for excess rents, namely, Sections 175 
and 176. Section 175 deals with a narrowly 
defined set of circumstances which, however, is 
probably the most common; Section 176 deals 
with -all other cases. Neither section can apply 
to any year as respects which no rent is payable 
under a ‘short lease’ to the lessor in question. 
This, perhaps, to some extent justifies the use of 
the expression ‘excess rents’ in the rubrics to 
both sections, but whereas for Section 176 it 
is the excess of the rent received over outgoings 
which determines the assessment, for Section 175 
on the other hand it is the excess of an up-to-date 
notional Schedule A net annual value over the 
actual Schedule A net annual value. If, in arriving 
at that notional annual value, premiums are taken 
into account, there can be an ‘excess rent’ 
assessment for a year as respects which the rent 
is trivial. . 
Section 175 (I) provides as follows: 

‘175 (I). If, as respects any year of assessment, 
the immediate lessor of a unit of assessment is 
entitled in respect of the unit to any rent payable 
under a lease or leases to which this section applies, 
he shall be chargeable to tax under Case VI of 
Schedule D in respect of the excess, if any, of the 
amount which would have been the amount of 
the assessment of the unit for the purposes of 
Schedule A, as reduced for the-purpose of col- 
lection, if the annual value of the unit had been 


determined (in accordance, in whatever part of 

the United Kingdom the unit is situated, with the 

provisions of Part HI of this Act) by reference to 

that rent and the other terms of the lease or leases, 
. over whichever is the greater of: 

(a) the actual amount of the assessment of the 
unit for the purposes of Schedule A, as 
reduced for the purpose of collection; or 

(b) the amount of any rent payable by the 
immediate lessor in respect of the unit under 
any short lease or short leases.’ 


The claim to include premiums in the excess 
rent computation is founded on the words 
‘the other terms of the lease’. 

It is possible that the draftsman was not 
thinking about premiums when he used those 
words. He may have been thinking only of 
stipulations as to the burden of rates, repairs 
and other outgoings. Section 175 is simply a.re- 
enactment of Section 15 of the Finance Act, 
1940, which was passed for the purely tem- 
porary purpose of closing the gap caused by 
the decision to defer the Schedule A revaluation. 
If there had been an intention to tax premiums, 
one would have expected to see them provided 
for also in Section 176 passed at the same time. 
However, Section 176 taxes only ‘rent’, which does 
not include premiums (Taylor v. Evans (1856) 
r H. & N. ror). Section 26 of the Finance Act, 
1952, which deals with rents from tied premises, 
is so worded as also to exclude premiums from 
computation. 

Nevertheless, Section 175 must of course be 
construed as it stands. The decision in Davies v. 
Abbott (6 ATC 296; 11 T.C. 575) is ample 
authority for the inclusion of a premium (plus 
interest thereon) in the computation, pro- 
vided the premium is a term of the lease. A 
premium paid on an assignment of a lease 
would not be a term of the lease and therefore 
could not enter into the excess rent computation. 
This is logical enough since such a premium 
would not go to the lessor. Thus any adventitious 
increase in the annual value of the property, 
spread over the remainder of the lease, normally 
accrues to the assigning lessee free of tax unless 
he trades in property. 
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The Effect of Premiums on the Allocation of the 
Tax Burden 

In the matter.of premiums Section 175 makes 
a radical departure from Schedule A principles. 
Under the. section the excess rent assessment 
must be made on the lessor, and he is given 
no right to recover any of the tax from any 
other person interested in the property whether 
a tenant or a superior lessor. 

Under Schedule A the general rule is to assess 
the occupier. Schedule A does not tax rent as 
such but the ‘annual value’ of the property 
i.e. the rack-rent at which it is worth to be let. 
This may well be the same as the actual rent, 
but not necessarily. Although Schedule A is 
expressed to be a tax on ownership, the occupier 
is the person patently enjoying the rights of 
such ownership and it is to him that the liability 
primarily applies. Of course where he pays rent 
he is given certain rights of deduction — subject 
to ‘various restrictions of which the most import- 
ant in relation to premiums is the prohibition on 
deducting more than tax at the standard rate on 
the rent payable for the year. (Income Tax Act, 
1952, Section 173 (1)). There is no power to 
deduct Schedule A tax from premiums (Taylor v. 
Evans (1856) r H. & N. 101). 

It is manifest that where the occupier or his 
predecessor has paid a substantial premium, the 
rent may be comparatively small, and much less 
than the Schedule A net annual value. Thus in 
the normal case of assessment on the occupier the 
lessor bears Schedule A tax on the rent only; 
he receives the premium but the tenant bears the 
tax on it. The theory behind this is that by taking 
a premium as consideration for letting the 
property at a low rent, the lessor is in effect 
selling a portion of his interest to the tenant. 
To that extent therefore, the tenant is also an 
owner and must bear the tax referable to his own 
proprietary interest. 


Premiums in Excess Rent Computations 
Where a premium is paid and the Schedule A 
assessment is inadequate, Section 175 switches 
the tax burden referable to the premium from the 
lessee to the lessor. It is perhaps for this reason 
that premiums were in practice ignored at first 
in arriving at excess rent assessments. This very 
practice has, however, encouraged the taking of 
premiums, at any rate for non-business property, 
since under the concession neither lessor nor 
lessee would be required to bear tax in respect 
of them. 

The concession, which was never included in 
any official list of extra-statutory concessions, 
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has been gradually withdrawn. At first it was 
withdrawn where the term of the lease did not 
exceed three years or the premium was payable 
in instalments. Then the minimum term was put 
up to seven years. Now the minimum term is 
even longer. Of course there is no statutory 
authority for these distinctions and the amount 
of the notional annual value for the purpose of 
Section 175 remains a question of fact for the 
determination ultimately of the Appeal .Com- 
missioners. On a strict wording of the section 
they would be entitled to take a premium into 
account no matter how long the term of the ‘short’ 
lease. 

Where business premises are being taken on 
say a three-, five- or even a seven-year lease, it is 
highly inadvisable from the income tax point of 
view to pay a premium for a pro tanto reduction 
in rent. The lessor will be taxed on the premium 
and on the notional interest thereon (Davies v. 
Abboit), while the lessee will not be allowed to 
deduct the premium in arriving at his profits 
(Green v. Favourite Cinemas (9 A.T.C. 166; 
15 T.C. 390; McTaggart v. Strump 4 ATC 
455; IO T.C. roi, 

It may be useful now to consider the limitations 
on the scope of Section 175 and some of the ways 
in which its effects may be mitigated. 


No Excess Rent Assessment if No Rent 
It has already been pointed out that Section 175 
cannot apply unless some rent under a short 
lease is payable, ‘as respects’ the year of assess- 
ment, to the lessor. The mere fact that no rent 
became due and payable m the year is not 
conclusive (Strick v. Longsdon 32 ATC 317; 
34 T.C. 528). Accordingly, if the lessor wishes 
to take a premium without paying tax on it, 
he may achieve his object by stipulating for no 
rent at all, not even the conventional peppercorn. 
It may even pay a lessor to release the tenant 
from his covenant to pay rent in an existing 
lease, either for no consideration at all, or in 
consideration of the tenant applying an equivalent 
or smaller sum on improvements. Such expendi- 
ture, it seems, is not rent (see Moore v. Drughorn 


7 A.T.C. 457, 515; [1924] A.C. 53). 


Lease Covering more than One Unit of 
Assessment 

The leases to which Section 175 apply are closely 
defined by Section 175 (4). This definition, as 
well as the definitions of ‘immediate lessor’, 
‘short lease’ and ‘unit of assessment’ in Section 


-172 (1) deserve close study. 


One of ‘the practical consequences of Section 
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175 (4) is that if a lease which would otherwise 
be within the section covers more than one unit 
of assessment, it will fall within Section 176 and 
therefore premiums will be excluded from the 
calculation of excess rent. 


Schedule A Assessment on Tenant: Landlord’s 
Appeal 


Where the Schedule A assessment is made on the 
occupier and is inadequate, the lessor may well 
feel that on established Schedule A principles 
the fair course is to increase the Schedule A 
assessment, leaving the occupier to bear the tax 
referable to the premium. 

In the normal way the Inland Revenue cannot 
increase the assessment of their own motion in a 
Schedule A continuation year, hence the excess 
rent assessment. However, if a valid appeal is 
brought against the Schedule A assessment, it is 
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open to the Appeal Commissioners to increase it, 
thus pro tanto reducing the possible excess rent 
assessment. Section 51 (2) confers upon an owner 
or any other person in receipt of rent of any lands, 
although not the occupier, the same right of 
appeal as if the assessment had been made upon 
himself. It is only necessary that he should be 
aggrieved by the amount of the annual value 
under Schedule À —it is not necessary that he 
should seek a reduction. 

The time limit for appealing, where the appel- 
Jant has not been served with a notice of assess- 
ment, is twelve months after the year of assess- 
ment (Section 51 (3)), which is ample enough 
in most cases. There are examples, however, of 
excess rent assessments being made for the first 
time in respect of years for which it was too late 
to appeal against the Schedule A assessment. In 
such cases the Commissioners may accept an 
appeal which is technically out of date. 


THE INSPECTOR OF TAXES INTERROGATES 


THE MAN WHO DECIDED TO FOIL THE TAX COLLECTOR 
by WILFRED TULLETT, F.S.A.A. 


The Editor informs readers that the characters and places in the following article are purely 
imaginary and that no reference is intended to any living person or to any particular place. 


SCENE: An Inspector of Taxes’ office at Sunshine- 
tn-the-Vale. The Inspector of Taxes has just 
returned from his vegetarian lunch, and ts taking 
his seat at his desk when there is a knock at the door. 


Inspector: Come in. 

(A man enters, carrying some gramophone records.) 

Visitor: Good afternoon. My name is Tain — 
R. E. Tain. It is good of you to see me at such 
short notice. 

INsPECTOR: Not at all. Put your records on that 
table. What can I do for you? 

Mr T.: 1 have come for a bit of advice. It is 
my first visit to an Inland Revenue office. 

Inspector: I shall be glad to help. 

Mr T. (diffidently): Well, I have thought out 
a scheme for (coughs slightly) . . . avoiding the 
payment of income tax. 

INSPECTOR (interested): Have you now! What 
_ do you propose to do? 

Mr T.: I have decided to rearrange my 
investments. I want to do four things. Firstly, I 
wish to avoid general payment of income tax; 
‘secondly, I want my interest to be relieved of 
tax; thirdly, I desire my capital to be readily 


realizable and, finally, I do not wish to pay tax 
on moneys I may get from untaxed income 
invested. 

INSPECTOR (intrigued): Well! well! and how do 
you propose to do all this? 

Mr T.: Firstly, I am going to put my money 
in building society shares. This income will 
escape income tax, won’t it? 

Inspector: Yes. Next? 

Mr T.: I am going to take all my building 
society interest and use it as life assurance 
premiums. So I shall get relief on the premiums, 
won't I? 

INSPECTOR: Yes, within the prescribed limits. 

Mr T.: Then, as they will be endowment 
assurances, I shall not pay any tax on the capital 
sums and bonuses when the policies mature. 
That zs correct, Inspector, is it not? 

INSPECTOR: Yes. 

Mr 'T'.: Finally, under this arrangement, my 
capital will be readily realizable, if I should 
suddenly need it. All I wish to know is —is my 
scheme watertight? 

Inspector: As the law now stands, yes. 

Mr T.: And my capital still at call? 
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INsPECTOR: As you say. There is one thing 
which puzzles me, however. 

Mr T.: And thatis...? 

INSPECTOR: What are you going to live on? 

Mr T.: Gh, I have arranged all that! I am very 
successful in my dabbles on the Stock Exchange — 
which also escapes tax. 

INsPECTOR: Well, Um...) 

Mr T. (grinning): Exactly. Thanks for your 
help. I shall get straight on with it, and will 
commence with a few thousands next week. May 
I call when it is all fixed up? 

INSPECTOR: Please do. I shall be interested to 
see your figures. 

Mr T.: Right, Pll be off. It is nice to think that 
I am doing what the country wants — and saving 
my money. I am a public benefactor, really! 

INsPECTOR: Mmmmm! Don’t forget your 


records, Mr Tain. Good morning. 
(Mr R. E. Tain goes out.) 
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INSPECTOR (muses): I hardly think that building 
societies and assurance companies were formed 
with quite the view which this gentleman takes. 
I hope that he is not going to start a vogue. It 
was as well he did not ask me what other methods 
there are available for legal avoidance of tax! 
Goodness, he has left one of his records behind! 
(Picks up the record and reads: ‘Count Your 
Blessings’ !) 

INSPECTOR: Well! 

(Then he grins, picks up the telephone and speaks.) 

CLERK: Yes, sir? 

INSPECTOR: Put me through to Mr Glean, will 
you... that you, Glean? When you are free, come 
in and see me. I think that I have an interesting 
back duty case for you, one of the most interesting 
in years, I feel. 

Mr G.: Right, Chief. It will be a pleasure. 

INSPECTOR (to himself): Caught in his own 
trap, I think. Looks as if Mr R. E. Tain will bea 
public benefactor after all! 


WEEKLY NOTES 


Sterling and the Trade Deficit 


Two contrary tendencies were apparent in Budget 
week. In the first place, the March overseas trade 
figures were announced and these showed that the 
trade gap was higher in that month than at any time 
over the last three years. March imports rose to 
the very high figure of £365-4 million, bringing the 
fitst quarter’s imports to a level 23 per cent above 
that of the corresponding period of 1954. Exports, 
too, showed a recovery but in this case the exports 
for the first quarter were only 10 per cent above 
last year’s figures. The visible gap for March was no 
iess than {92-4 million. It may well be, however, that 
payments for March imports have already been 
made and the effect of dearer money may show itself 
first in payments, with recorded imports lagging 
behind. 

In spite of these unfavourable figures, sterling 
continued to recover until just before Budget day 
when some small relapse was noted. After Mr 
Butler’s proposals had been announced, .the rate 
moved up once more to $2°79# with the transferable 
rate some 9.24 less than this. By the end of 
last week, however, it had again fallen slightly. 
The rise in short-term money rates in New York 
may well have lessened the flow of funds to London, 
and the impending General Election is almost 
certain to have a damping effect on sterling. What is 
clear, however, is that official support for the trans- 
ferable rate has made commodity shunting operations 
no longer profitable and this country must now 
be earning some of the dollars which were formerly 
going to the Continent. 


The New Tax Rate and Over-deductions 


The reduction of sixpence in the standard rate of 
income tax has been followed by the usual circular by 
the Board of Inland Revenue on the repercussions on 
tax deductions. 
Deductions made after April 5th are to be at 8s 6d 
with two classes of exceptions, namely: 
(a) payments wholly out of taxed income which 
became due before April 6th; and 
(b) (in Scotland) rents under long leases, feu duties, 
bond interest, etc. taxed under.Schedule A and 
paid for a period ending on May 15th, 1955. 
Deductions at the old rate of gs continue to be 
legal if made within a certain time. For preference 


-dividends and payments out of taxed sources by 


bodies corporate, deductions at gs are legal if- made 
before the expiration of one month after the passing 
of the Budget resolution on April 19th. For other 
payments gs is a legal deduction if made by April rgth. 
The Income Tax Act, 1952, and the Provisional 
Collection of 'Taxes Act, 1913, make provision for 
subsequent adjustment where tax has been over- 
deducted by virtue of this extension. 

Where a body corporate has paid a preference 
dividend or an annual payment from which tax is 
deductible under Section 169 as being paid out of 
taxed income, and has deducted tax at gs, it may make 
the necessary adjustment in the next payment, but 
must not retain the over-deduction for more than a 
year after the passing of the Finance Act. The making 
good of the over-deduction enures to the benefit of 
the person: holding the shares or the security at the 


April 30th, 1955 


time the over-deduction is made good (Income Tax 
Act, 1952, Section 492). 

Where a body corporate pays an ordinary dividend 
which became due after April sth and deducts tax 
at gs, the net dividend is to be grossed back at 8s 6d 
and there is no provision for adjustment between 
company and shareholder. In such a case the surtax- 
payer gains, while those entitled to repayment lose. 
This treatment of ordinary dividends is not confined 
to dividends payable before May 20th (Income Tax 
Act, 1952, Section 493). 

In the case of payments of dividend or interest out 
of the public funds or from any public revenue other 
than that of the United Kingdom, or by United King- 
dom paying agents on behalf of non-residents, the 
over-deduction of 6d in the £ may be claimed direct 
from the Revenue, provided that satisfactory proof 
of the over-deduction is forthcoming. United 
Kingdom residents seeking repayment should apply 
to their appropriate Tax Inspector; non-residents 
should apply to the Chief Inspector of Taxes (Claims 
Branch), Seafield House, Waterloo Road, Seaforth, 
Liverpool, 21. 

In all other cases the Provisional Collection of 
Taxes Act, 1913, makes the payer liable to make 
= good to the payee the over-deduction. The circular 
suggests that in the case of recurring payments the 
necessary adjustment can be made by an addition to 
the next subsequent payment. 


Redeeming Preference Shares at a Premium 


Is a premium paid on the redemption of preference 
shares a sum applied in reducing a company’s share 
capital? The Special Commissioners, Mr Justice 
Upjohn, and the Court of Appeal all said ‘yes’, but 
as this answer would mean a loss of profits tax, the 
Crown took the case (CJR v. Universal Grinding 
Wheel Co Lid) to the House of Lords, where the same 
affirmative answer has been given, Viscount Simonds 
said that the company could make whatever bargain 
it liked with its shareholders (subject, of course, to the 
requirements of the Companies Act, 1948), as to the 
terms on which redeemable shares could be redeemed. 
The sum of money which was required in order to 
effect the redemption would depend on those terms 
and it might or might not correspond with the 
nominal amount of the shares. Whatever the sum 
was, it was a sum applied in redemption, and since 
redemption was itself a way of reduction, there was 
no escape from the conclusion that the sum was 
applied in reduction of the company’s capital. It was, 
therefore, not a distribution for the purpose of profits 
tax. No doubt the draftsmen of Section 36 (1) of the 
Finance Act, 1947, will soon be given an opportunity 
of recasting it in order to close the gap which is now 
established — unless the advocates of a single profits 
tax rate have their way. 


Information on Investment 


It was announced this week in the House of Com- 
mons that the Government are going to ask industrial 
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undertakings to estimate their investment intentions 
for periods of a year at a time. The Economic 
Secretary to the Treasury said that the Government 
would introduce in the near future a simple request 
for information embodying industry’s ,views about 
its future prospects in terms of investment esti- 
mates, 

A figure of this kind has long been lacking in the 
material available to the Government for assessing 
the requirements and intentions of industry so far as 
capital investment is concerned. It is clearly valuable 
to the Government when it is compiling its own 
estimates of the economy’s overall demand for 
capital over a period of time to know what the 
intentions of trade and industry may be. As well as 
providing a valuable statistical figure, such a return 
would provide a basis for assessing the mood or 
business confidence at any one time. In the United 
States much play has been made recently about the 
prospects for the American economy in the light of 
the investment intentions of private enterprise. The 
desirability of having such a return is growing since 
industrial investment is expected to go on increasing 
over the next year or so to new record levels. 

If the Government is concerned to get the maxi- 
mum co-operation and prompt return to any ques- 
tionnaire on this subject, it should also bear in mind the 
virtues of simplicity and brevity in the questions asked. 


Money Rates Abroad 


It is becoming noticeable that other countries besides 
the United Kingdom are gradually pushing up their 
Bank rates. Since the beginning of this year the 
upward adjustments in Bank rate in London have 
not been isolated changes. In the United States, 
Sweden and Norway, rates have been rising and only 
one significant reduction has been made and that 
has been in Canada. It is thought that this last case 
has been due to the need to bring official rates more 
into line with market conditions than to any desire 
on the part of the Canadian authorities to take the 
initiative in fixing money rates. 

Although funds move more freely across inter- 
national borders in response to changes in short-term 
money rates than they did immediately after the 
war, it is not likely that these movements in three 
important commercial centres abroad are sympa- 
thetic adjustments to Bank rate in London. So far 
as Norway and Sweden are concerned it is much 
more probable that inflationary symptoms have 
developed owing to the emphasis on capital develop- 
ment and that the monetary instrument is being 
used to keep this in check. It is to be observed, too, 
that the upward change in American bank rate has 
taken place as a boom develops in that country, 
and there have been signs recently that the Admini- 
stration has been pursuing a policy of dearer money 
throughout the banking system which has also had 
its effect on official interest rates. In brief, the current 
symptoms in leading world commercial markets are 
slightly inflationary. 
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FINANCE AND COMMERCE 


General conclusion that any cheapening of money 
rates is unlikely in the near future has resulted in a 
sharp setback in the stock-markets from which there 
- has been only partial recovery. A marked increase 
in selling pressure sharply exposed the thinness of 
the advance in prices during the newspaper strike 
period when the market was insulated against the 
shocks of the day by day news of, and comment on, 
world events. In the immediate future, political as 
well as economic doubts will create market uncer- 
tainty. 


‘Platignum’ Accounts 


The Mentmore Manufacturing Company Ltd, whose 
accounts we reprint this week, is better known by its 
products, ‘Platignum’ pens, ball-points, etc. It is a 
very successful business paying 324 per cent for the 
year on its ordinary capital but decidedly less, of 
course, on the capital employed. There is over half a 
million of net assets to represent the nominal equity 
of £171,733: 

Action is now being taken, however, to bring the 
nominal capital more into line with the capital 
employed by a capitalization of reserve and undis- 
tributed profits. The general reserve of £171,733 
(the amount of the ordinary capital) is being raised to 
£214,489 by a transfer of £42,756 from profit and 
loss account from which £114,489 is being capitalized 
by way of an issue of two shares for every three 
held. 

A laudable effort has been made to show to share- 
holders how this capitalization of reserve and profits, 
which is part of the business for the annual meeting, 
will affect the company’s balance sheet position. The 
amount required for the capitalization is shown 
deducted from general reserve and the total under 
the head of revenue reserves will, after the issue, 
be £250,698. But the extraordinary step is then taken 
of adding the £114,489 for capitalization to the total 
of current liabilities. 


Wrong Position 


In this position, we fear, the ‘Proposed bonus share 
issue — £114,489’ is more likely to mislead than to 
assist understanding the accounting mechanics of the 
capitalization and share issue. On the one side, 
there are various current assets totalling £808,298 and 
on the other, current liabilities and the final ordinary 
dividend, soon to be paid, which must be taken into 
account in viewing net current assets. 

By no stretch of the imagination, however, can the 
capitalization of £114,489 be construed as an out- 
going which will affect the balance of net current 
assets. Rather the reverse. It takes the £114,489 
away from the possibility of its becoming an outgoing 
and transforms it into a capital item. 

Fundamentally, the. scrip, bonus or capitalization 


issue is a book entry, a transfer from one account to 
another which does not touch the business itself or 
the assets with which it is operated. Extract the 
amount to be capitalized from the reserves, by all 
means, but let it be raised into juxtaposition with 
capital, not lowered into the current liabilities where 
Ee items are a call on the current assets on the other 
side. 

The implications of the method used, we think, 
would have been seen had the balance sheet shown 
current liabilities as a deduction from current assets 
as many companies now do. 


Accounting Change | 


The directors of Lilley & Skinner (Holdings) Ltd, 
have deemed it advisable to review their ‘perhaps ` 
over-conservative’ policy of writing off to revenue 
much capital expenditure as it was incurred. The 
practice in the past has been to get rid of expenditure 
on shop fronts and all structural alteration to existing 
premises and to deal likewise with such items as 
premiums on short leases. 

But the company has in hand a considerable 
amount of shop extension and renovation and to 
continue the practice of keeping the balance sheet 
clean of such expenditure would, says Mr Thomas 
Lilley, the chairman, ‘unduly prejudice our profits’. 
The board has therefore decided to follow the general ` 
practice of capitalizing such expenditure and writing 
off over the years. 

Many other companies must have met the same 
difficulty. Repairs, renovations and minor extensions 
have accumulated through war and restrictions 
involving, in the words of so many company state- 
ments, “considerable capital expenditure’. 

Another move by the Lilley & Skinner Board has 
the objective of creating a fund for the rebuilding of 
properties, a matter possibly for the distant future 
but, Mr Lilley says, ‘inevitable’. There is already in 
the balance sheet an accumulated provision for 
renewals and rebuilding amounting to £156,340. 
To this will be transferred £123,504, the provision 
for depreciation of freeholds and {£26,979 from- 
current profits. In future, the practice of making a 
specific charge for depreciation of freeholds in the 
United Kingdom will be discontinued and replaced 
by allocations from profits to increase the provision 
for rebuilding from year to year, as necessary. 


Money Market 


With a reduction in the market’s bid to £99 os 8d 
there was a sharp increase in the Treasury Bill rate 
on April a3rd. The average discount rate rose to 
£3 17s 1-08d per cent and with total applications at 
£385,190,000, the market obtained 39 per cent of 
requirements. This week’s offer is £220 million. 
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MENTMORE MANUFACTURING CO LIMITED 
Balance Sheet as at October 23rd, 1954 


Year ended 
Oct, 17th, 1953 f 
£ Authorized Share Capital 
160,000 6 per cent Cumulative Preference 
Shares of 10s each ` e E 
165,333 Ordinary Shares of Le each .. .. 
3,434,667 Ordinary Stock Units of Is each.. 


Liabilities ` 


260,000 
issued Capital 
147,000 6 per cent Cumulative Preference 
Shares of IQs each .. ca e 
3,434,667 Ordinary Stock Units of Is each.. 
245,233 
: Revenue Reserves 
General Reserve Z: Sg WE s 
Add Proposed Transfer from Profit and 
Loss Account a Sg Sio "E 
Less Proposed Bonus Issue .. so, QQ 
'71,733 
Profit and Loss Account— Unappropriated 
65,600 Balance ae sii SH Se d “as 
98,500 Future Taxation — Income Tax [955-56 .. 
Current Liabilities 
155,615 Trade Creditors and Accrued Expenses .. 
131,344 Current Taxation <? ae wee Je 
102 Unclaimed Dividends Account we) laws 
Ordinary Dividends for Year to October 
23rd, 1954: 
Interim 12% per cent paid November 
l 1,807 Ist, 1954, Jess Tax .. Es Gare 
18,89! Proposed Final of 20 per cent less Tax .. 
— Proposed Bonus Share Issue e ged 
£896,825 


£ 




















s d 
80,000 0 0 
8,266 13 0 
171,733 7 o 
£260,000 0 o 
£ £ 
73,500 
171,733 
245,233 
171,733 
214,489 
114,489 
100,000 
61,728 
88,970 
250,698 
157,012 
162,435 
99 
11,807 
18,891 
114,489 
464,733 
£960,664 























Year ended 
Oct. 17th, 1953 Assets 
£ Fixed Assets £ 
21,155 Freehold Land and Buildings at Cost.. .. 
Leasehold Land and Buildings: ° 
Total Cost to date .. Se ir «+ 49,379 
Less Total Depreciation .. ¿ë ca «94,445 
29,712 
Plant, Machinery, Fixtures and Fittings: 
Total Cost to date .. ee .. -> 243,482 
Less Total Depreciation .. .. «- 159,106 
84,84! 
Motors and Vans: 
Total Cost to date, less Sales .. «a. 46,108 
Less Total Depreciation .. .. os 27,208 
Goodwill at Cost ie We . os 34,435 
Less Amount written off to date ç 31,434 
Current Assets 
Stock and Stores on Hand valued at Cost 
286,220 or Under Se SÉ ve .. ee 297,203 
Sundry Debtors and Payments in Advance, 
155,659 fess provision for doubtful debts .. 186,417 
$ Bills Receivable .. Dë Di St ER 1,360 
283,531 Cash in Hand and at Bank ahs .. ae 323,318 
Fire Insurance Claim re Wood Green.. .. — 
A. ANDREWS, Managing Director. 
L. S, MUNRO, Director. 
W. A. MACGREGOR, F,A.C.C.A., Secretary, 
£896,825 
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£ 
19,155 


29,934 


808,298 


£960,664 








REPORT OF THE AUDITORS TO THE MEMBERS OF MENTMORE MANUFACTURING CO LIMITED 
We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purposes of our 


audit. In our opinion proper books 


ined the above Balance Sheet and annexed Profit and Loss 


of account have been kept by the Company so far as appears from our examination of those books. We have exam- 
ecount which are in agreement with the books of account. In our opinion and to the best of 


our information and according to the explanations given to us the said Accounts give the information required by the Companies Act, 1948, in the manner 
so required, and the Balance Sheet gives a true and fair view of the state of the Company’s affairs as at October 23rd, 1954, and the Profit and Loss Ac 


count gives a true and fair veiw of the profit for the year ended on that date. 


Bush Lane House, Bush Lane, 


March 8th, 1955, Cannon Street, ECA. 














HALL & CO, Certified Accountants, Auditors. 
Profit and Loss Account for the year ended October 23rd, 1954 








£ £ £ £ 
To Managing and Executive Directors’ 266,907 By Profit .. ve Ss z iE as . 244,326 
30,808 Remuneration T Se Sc e Ss 25,791 694 » Rents Receivable ` ge gers ie 1,224 
» Managing and Executive Directors’ 2,982 » Deposit Interest Received .. es ae ei 3,804 
16,426 Superannuation Premium .. ge at SA 11,992 1,941 » Receipts under Licence .. Le veld Gë 4,406 
969 » Directors’ Fees we oe 4 Si 1,031 490 » Royalties Received .. oe SL ës Di 417 
300 » Audit Fee .. Ae Zei Bay be ws 300 959 „ Profit on Sale of Cars =š art. ues sa — 
24,323 „ Depreciation .. ix ss eid, sid .. 24,484 5,078 » Loss of Profits Claim, Wood Green .. We — 
» Net Profit before provision for Taxa- 
206,225 tion c £ ae Seg ie “see .. 190,579 
<= £279,051 £254,177 £279,051 £254,177 
K 
£ £ £ £ 
To Income Tax 1955-56 on Profits for 206,225 By Profit before Taxation b/d.. oe Sg .. 190,579 
96,500 Year ended October 23rd, 1954 Ss ase 88,970 
» Profits Tax for year ended October 
19,796 23rd, 1954 `". .. ee zs LA ML 19,518 
» Excess Profits Levy for Year ended 
9,550 October 23rd, 1954 as EE Se 3,000 
» Balance carried down to Appropriation 
80,385 Accou nt en ep ee ee a, .. 79,091 
£206,225 £190,579 £206,225 £190,579 
d Profit and Loss Appropriation Account for the year ended October 23rd, 1954 
£ £ £ £ 
I To Dividends paid less Income Tax: By Balance brought down from Profit and Loss 
2,370 a) Preference Dividend for Year .. 2,425 80,385 Account .. a “i as Di Si 79,091 
. b) Ordinary Dividend: 47,100 x, Unappropriated Balance from last year za 600 
Interim paid on May Ist, 1954, 74 
7,084 per cent es ge . 7,084 
Interim paid on November ist, 
“= 11,807 1954, 124 per cent .- 11,807 š 
$8,891 Proposed Final Dividend 20 percent 18,891 
(c) Proposed Transfer to Reserve Ac- 
21,733 count . = as . 42,756 
—— 80,538 
+ Balance Unappropriated carried to Bal- : d 
65,600 ance Sheet Se Se Ss P 61,728 
£127,485 S £144,691 £127,485 £144,69 | 


. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Estate Duty: Valuation of Shares 


SIR, ~ I shall be glad if you will kindly inform me if 
an explanation can be given to my query on the 
following extract from the article ‘Valuation of 
unquoted shares for estate duty purposes’, by Mr 
E. L. Fairweather, LL.B., which appears in the 
April 16th issue of your journal. 

At the end of the last paragraph, at the foot of page 
431, it states: 

‘Although this is a relieving section, it does not 
relieve from the operation of Section 55 where control 
rests in a family.’ 

The query is as follows: The governing director of a 
company at the present time is a minority shareholder. 
His two sisters hold shares in the same company 
which, together, give the three of them control. Am I 
to understand that the director, or indeed either of his 
sisters, would, at death, be treated for estate duty 
purposes on a Section 55 basis, despite the provisions 
of Section 29 of the Finance Act, 1954? 
Yours faithfully, 
Liverpool, 3. S. WRIGHT. 


[Mr Fairweather writes: ‘Provided the conditions of 
Section 29 (2) are satisfied — i.e. the deceased had the 
powers of a governing director during a continudus 
period of two years falling wholly within the five years 
ending with his death ~ and provided any person taking 
a beneficial interést in possession in the deceased’s 
shares has control immediately after the death either 
alone or in conjunction with his or her relatives (as 
defined in Section 31 (r) (d)), then the provisions of 
Section 55 of the Finance Act, 1940, will apply to 
such shares. It must be emphasized that Section 29 
of the Finance Act, 1954, is directed primarily to 
relieve from Section 55 in certain cases, not to extend 
its application. The assets basis of valuation would not 
apply on the death of a sister unless she had similarly 
been governing director, or otherwise satisfied the 
conditions of Section 55.7] 


Valuation of Work in Progress 


SIR, ~ Your correspondent, Mr D F. Goch (issue 
April 16th), cannot be preparing accurate half-yearly 
accounts unless he makes due provision for such 
expenditure as may have accrued but which is not 
payable until the following half-year. For example 
insurance premiums may be paid in the second half- 
year but as the benefit usually accrues evenly through- 
out the year it is essential that each half-year’s 
account should bear one-half of a full year’s premiums. 

In the same way the firm’s liability for holiday pay 
is a charge on the revenue for the full year and should 
be spread evenly. The position is clear in the textile 
industry where a firm is required to put aside 6 per 
cent of each week’s wage to provide for holiday pay 
for each employee. 


If Mr Goch prepares his accounts on the above 
basis he will find that the half-yearly rate will 
approximate the annual rate subject to such variances 
as may be traced to causes unconnected with the 
actual date of payment. 

Yours faithfully, 
Heaton, Bradford, 9. J.'T. BARRACLOUGH. 


Sir, — The answer to this problem lies partly in the 
correction of a terminological error made by the 
querist in his letter to you which appeared in your 
issue dated April 16th. I quote: 

‘However, actual overhead expenditure does not 
accrue at a constant rate (e.g. holiday pay is almost 
wholly paid out in one month of the year) and. . .’ 
There is a vast difference in meaning between pay 

and accrue. Granted holiday pay is paid out in one 
month of the year, but that does not mean it does 
not accrue at a constant rate. 

Holiday pay should appear as an accrual in both 
the half-yearly and yearly accounts and if treated in 
this manner there would be no fluctuation in over- 
heads, such as your querist propounds, due to holiday 

ay. 
i Conceding that some overheads do not accrue at 
a constant rate, why should not an actual overhead 
rate percentage instead of an estimated one be used 
for valuation purposes only? 

Treating holiday pay as proposed above, this 
method would appear to approximate closer to pro- 
pressional perfection. 

Finally, may I point out a strange implication in 
your correspondent’s arguments, namely, the idea 
that estimation should agree with subsequent 
actuality. Yours faithfully, 

Wetherby. JOHN PARTINGTON. 


‘Modified Capital Issue Control’ 


Sir, — I wish to draw your attention to an error which 
appears to have crept into your leading article entitled 
‘Modified capital issue control’, in your issue of 
April 16th, 1955. 

The penultimate paragraph of that article reads 
thus: 

‘The prohibition in Article 4 (3) (el on the 
exchange of new securities for issued redeemable 
securities now no longer applies, unless the new 
securities are either not redeemable at all or are 
redeemable not earlier than the old securities were.’ 


It appears from my reading of the amended Order _ — 


that the meaning is the exact reverse of that set forth `^ 
in your article. Yours faithfully, 
R. M. BONIWELL, A.C.A. 
Wilmslow, Cheshire. 


[Our correspondent is right. The word ‘unless’ in the 
paragraph he quotes should read ‘where’. — Editor.] 
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CURRENT LAW 


Insurance: Understatement in 
Proposal Form 


The defendants in West v. National Motor and 
Accident Insurance Union Ltd (Solicitors? Journal, 
April 2, 1955) repudiated a claim made under a 
policy, but not the policy itself, in circumstances 
in which West, the insured, had understated the value 


of the property insured after having completed a : 


_ form of proposal which he agreed should be the basis 
of the contract and in which he stated that he was 
insuring for the full value. 


The Court of Appeal dismissed the appeal from a 
decision of Lord Goddard, CT. in favour of West. 
If the insurers recognized the policy, they could not 
repudiate a claim made under it on a ground on which 
they could have repudiated the policy. 


Forged Transfers: 
Liability of Bank Registrar 


Welch and another were trustees of a settlement and 
in that connection registered holders of £10,000-odd 
4 per cent consolidated stock. Welch’s signature was 
forged by her co-trustee, who disposed of the whole 
of the stock. The registrars accepted the transfers as 
genuine, Some of the transactions took place more 
than six years before the action was brought and 
all of them one year before. 


Harman, J., held that: 


(z) Welch could bring the action against the bank 
without joining the transferees of the stock (Davis 
v. Bank of England ((1824), 2 Bing. 393); Barton v. 
L. & N.W. Railway Co ((1888), 59 L.T. Rep. 122); 
and Sloman v. Bank of England ((1845), 5 L.T. 
Rep. 326)). 


(b) Welch was not, vis-à-vis the bank, in the same 
position as her co-trustee, by reason of their being 
joint tenants of the stock (Brewer v. Westminster 
Bank Ltd, not applied), 


(c) Welch, though a customer of the bank and 
therefore under duty to the bank, did not fail in that 
duty merely by reason of her negligence; and unless her 
conduct was such as to estop her from denying the 
conduct of her co-trustee or such as to amount to 
a ratification, the negligence was irrelevant. 


(d) The plaintiff must be taken to have received 
certain of the proceeds because she had in fact 
ratified, whereas in others she could not be taken to 
have ratified or to be estopped, the direct cause of 
the loss being the forgery; further, in regard to a 
third category of transactions, she had signed blank 
cheques and thus been a direct cause of the loss. 


(e) The evidence did not show that the notices 
which might have been sent by the bank on the 


occasion of each transfer had in fact reached the 
plaintiff and, even if they had, that would not have 
operated as an estoppel. 


(f) The bank was a person within the Limitation 
Act, 1939, Section 21 (1) and not (as the result of 
the Bank of England Act, 1946) a profit-making 
company. The maintaining of the register and the 
removal from it of the plaintiff’s name were acts done 
in intended execution of an Act of Parliament — the 
Finance Act, 1947, Section 47 — and thus Section 21 
of the Limitation Act applied and the plaintiff’s 
action was not barred. Nor was Section 2 of that 
Act a bar. (Welch v. Bank of England (Francis and 
Praed and Others, Third Parties) (Law Times, 
April rst, 1955).) 


Hire-purchase: Penalty 


Hurrell entered into a hire-purchase agreement in 
respect of a car, the agreement providing that, if 
instalments failed to be paid, the hirezs could take 
back the car and claim 75 per cent of the price as 
compensation for depreciation. 


Denning, L.J., sitting as an additional judge of the 
Queen’s Bench Division, held that the clause provid- 
ing for compensation was a penalty clause and, 
therefore, unenforceable. The figure was not a 
genuine pre-estimate of damage and was altogether 
exorbitant. (Cooden Engineering Co Ltd v. Stanford 
([1953] 1 Q.B. 86) applied.) (Lamson Trust Lid v. 
Hurrell and Another.) (Solicitor? Journal, April 
and, 1955). 


Company: Powers of Board 


The respondent in Harold Holdsworth & Co (Wake- 
field) Ltd v. Caddies (Law Journal, March 25th, 1955) 
was managing director of the appellant company 
under a five-year agreement which provided that he 
should perform such duties in relation to the company 
and its subsidiaries as might “from time to time be 
assigned to or vested in him by the board’ of the 
company. At the time, the respondent was a director 
of one of the subsidiary companies under a prior 
agreement. Owing to differences, the board of the 
appellant company resolved that Caddies? should 
confine his attention to the subsidiary company alone, 
of which he was a director, whereupon he claimed 
that this was a breach of contract. 


The House of Lords (Lord Keith dissenting) held 
that the company was not in breach because Caddies’ 
appointment did not limit the powers of the board. 
Nor was there anything in the Companies Act, 1948, 
to prevent the board from limiting the duties of their 
managing director. 


1See also article entitled ‘Managing Directors’ which 
appeared in our issue dated April 23rd, 1955. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


REPORT OF THE COUNCIL FOR 1954 


We reproduce below the annual report! of the Council of The Institute of Chartered 

Accountants in England and Wales for the year 1954 to be presented to the seventy- 

fourth annual meeting of the Institute which will be held on Wednesday, May 4th, 

1955, at 2 p.m. at the Hall of the Chartered Insurance Institute, 20 Aldermanbury, 
London, EC2. 


75th Anniversary of the Grant of the Royal 
Charter on May Lith, 1880 


1. His Royal Highness The Duke of Edinburgh has 
honoured the Institute by accepting an invitation to be 
present at a banquet to celebrate the seventy-fifth anniversary 
of the grant of the Royal Charter of May 11th, 1880, by 
which the Institute was incorporated. _ 

2. The banquet will be held in Guildhall on Monday, 
May 9th, 1955, by kind permission of the Corporation of 
London. Full particulars were sent to all members of the 
Institute on February 21st, 1955. o, SE 

3. Arrangements have been made by district societies to 
hold dinners and other functions in a number of provincial 
towns to celebrate the anniversary. 


President and Vice-President 


4. At the meeting of the Council held on Wednesday, 
June and, 1954, Mr Donald Victor House, F.c.a,, London, 
was elected President for the ensuing year in succession to 
Mr James Blakey, F.c.a., Manchester. Mr William Speight 
Carrington, F.c.A., London, was elected Vice-President. 


Annual Religious Service 


s. The Council has decided that in future the annual 
religious service shall be held during the summer months. 
The service this year will be held at 12 noon on Wednesday, 
July 6th, 1955, at St Margaret’s, Lothbury, and members of 
the Institute are invited to attend with merhbers of the 
Council. . 

Council and Committee Meetings 

6. During the year 1954 the Council met on 12 occasions, 
on 10 of which both special and ordinary meetings were 
held. The following committees held 160 meetings: 


Applications .. .. II Investigation ie 32 
Disciplinary .. .. 6 Library 1s e 4 
District Societies we. 28 Overseas Relations 2 
Examination .. oe: 75 Parliamentary and Law 10 
Finance.. Ge ge ZE P. D. Leake Sp ` E 
General Purposes .. II Summer Course .. 3 
Special and sub-committees .. .. 80 


The foregoing table does not include meetings with repre- 
sentatives of other bodies on matters requiring Joint con- 
sideration; nor does it include Taxation and Research 
Committee meetings which are recorded separately in 


paragraph 73. 
Resignation of Sir Russell Kettle 


4, At its meeting on February 2nd, 1955, the Council 
received with profound regret the resignation of Sir Russell 
Kettle, F.C.A., London, from membership of the Council. 
Sir Russell Kettle had been a member of the Council since 
1940 and was President for the year 1949-50. During his 
membership of the Council he rendered invaluable service 
as a member of many committees and sub-committees 
including periods as Chairman of the Parliamentary and 
Law Committee and of the General Purposes Committee. 


wawa ... U LL 
1'The appendices, and references to them in the report, are not reproduced, — 
Editor, 


New Member of the Council 


8. The vacancy on the Council caused by the resignation 
reported above has been filled by the appointment of Mr 
Wilfrid Guy Densem, F.c.a., London, and in accordance 
with Bye-law 13 a resolution confirming his appointment 
will be submitted to the annual meeting. 


Retirement and Election of Members of the Council 


9. The following nine members of the Council retire 
under Bye-law 5 and are eligible for re-election. The names 
of the seven members in practice have been referred to the 
district societies concerned and no other names have been 
submitted. The Council recommends the re-election of ail 
the nine members: 

Mr William Leonard Barrows, F.c.a., Birmingham. 
*Mr Jack Clayton, a.c.a., London. 

Mr Eric Carpendale Corton, F.c.a., Leicester. 

Mr William Halford Lawson, C.B.E., B.A., F.C.A., 

London. 

Mr Redvers Boulton Leech, M.B.E., T.D., F.C.A., 

Coventry. 

Mr Robert McNeil, F.c.a., Hove. 
*Mr Kenneth Alfred Edgar Moore, F.c.a., London. 
Mr Sidney John Pears, F.c.a., London. 
Mr Edward Duncan Taylor, F.c.a., Leeds. 
* Denotes member not in practice. 


Hospitality 


10. Prestdent’s dinner. In accordance with custom, the 
President’s dinner was held on the evening of May 4th, 
1954, the day preceding the annual meeting of the Institute. 
‘The names of those present were reported in The Accountant 
of May 8th, 1954. 

11. Special luncheon. The President and members of the 
Council entertained the Lord Mayor of London, Sir Noél 
Bowater, BT., M.C., Mr Sheriff Leslie B. Prince, M.A., 
F.C.A., and Sir Irving Gane, k.c.v.o., Chamberlain of 
London, at a luncheon in the Oak Hall on October 6th, 
1954. Other guests were Mr E. H. Nichols, T.D., Town 
Clerk, Mr William T. Boston, 0.B.£., Sword-Bearer, 
Commander J. R. Poland, R.N. (retd.), Common Cryer 
and Serjeant-at-Arms, and Colonel J. Hulme ‘Taylor, 
opp, Marshal of the City of London. 


Visitors at Meetings of the Council 


12. Since the last report the Council has been pleased to 
welcome at its meetings the following representatives of 
other bodies: 

Dr W. Dieterich, Director of the Institut der Wirt- 
schaftspriifer, Germany. 
Sir John L. Somerville, F.R.S.E., C.A., President of The 

Institute of Chartered Accountants of Scotland.. 


Membership Changes 


13. During the year 1954, 745 new members were 
admitted. Fourteen former members resumed membership, 
5 through revocation of exclusion, 6 through readmission 
after resignation and 3 on the expiration of a period of 
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suspension. One application for readmission was refused. 
Under clause 22 of the supplemental Royal Charter, 12 
members were excluded for non-payment of subscription, 
8 men:bers were excluded for discreditable conduct and 
I member was suspended from membership for a period 
of one year. Twenty-three members resigned and the deaths 
of 125 members were reported. 

14. The admission of one member became void under 
Bye-law 41. 

15. The number of members of the Institute on January 
Ist, 1955, was 18,151 compared with 17,561 on January rst, 
1954, an increase of 590. The changes are shown by the 
following statement: 





Additions in Deductions in 
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(a) 5 Fellows not in practice became fellows in practice. 

ei r Fellow not in England or Wales became a fellow in practice. 

cj208 Associates in practice became fellows in practice. 

4) 45 Fellows in practice became fellows not in practice. 

e) 2 Fellows in practice became associates in practice. 

f) 4 Fellows not in England or Wales became fellows not in practice. 

Si 3 Fellows not in practice became fellows not in England or Wales. 

h) x Fellow not in practice became an associate not in practice. 

t) 12 geste not in England or Wales became fellows not in England 

or es, 

(7) 3 Associates in practice became associates not in England or Wales. 
(Ë) 53 Associates in practice became associates not in practice. 
D 305 Associates not in practice became associates in practice. 
m) 1 Associate not in England or Wales became an associate in practice. 
n) 66 Associates not in England or Wales became associates not in practice. 
o) 148 Associates not in practice became associates not in England or Wales, 


Fellowship 


16. During the year 1954, 220 associates were elected to 
fellowship compared with 205 in 1953. . 





Reduced Subscriptions: Retired Members 


17. The subscriptions of 440 retired members were 
reduced to {1 Is for the year 1954 after consideration of 
applications under Bye-law 43. The corresponding figure for 


I953 was 413. ; 
Interpretation of ‘Practice’ 


18. At its meeting on May sth, 1954, the Council decided 
that the following office note regarding the interpretation of 
‘practice’ should be included in the next pamphlet of 
supplements to the Members’ Handbook in addition to being 
used, as hitherto, for sending to members who ask for advice. 
It has also been reproduced on the form of application for a 
certificate of practice:: 

“The question of whether or not a member is in practice 
is one of fact in each case. The criterion is whether or not 
the member holds himself out as being in practice in the 
sense that he is prepared to undertake professional 
business if it is offered to him. If a member is prepared 
to undertake such business he would be regarded as 
being in practice; Bye-law 46 would, therefore, apply and 
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the member would be liable for the annual subscription 
appropriate to a member in practice. The use by a 
member of a name-plate or of printed notepaper on 
which the member describes himself as a chartered 
accountant would be prima facie evidence that he holds 
himself out as being in practice. ; 

‘On the other hand, where a member who is not 
otherwise in practice carries out an isolated audit, or 
does some professional work for a club or charity or for 
the purpose of obliging a friend, he would not be regarded 
as being in practice even though he may receive re- 
muneration for such work, unless he is in fact prepared to 
accept other professional business which might be 
offered to him. 

‘Where under the above principles a member would be 
regarded as being in practice the position would not be 
affected by the fact that the member is in full-time 
employment either with a public accountant or in industry 
or commerce. In such cases it is advisable for the member 
to obtain his employer’s consent before commencing a 
part-time practice.’ 


List of Members 


19. The list of members for the year 1955 was distributed 
to those members who completed the business reply card 
stating that they wished to have a copy. This procedure 
followed that adopted experimentally for the 1954 list 
and again resulted in a substantial saving of expense. A 
similar course will be followed for the 1956 list. A member 
who wishes to receive a copy is asked to complete the business 
reply card which accompanies this report and to return it 
forthwith. The order for printing the list will be based on 
the number of cards returned and the list cannot be made 
available to those whose cards have not been returned by 
July 31st, 1955 (September 30th for members overseas). 


Disciplinary Action 

20. Details are given in the appendix (page 48 of the 
report), of the findings and decisions of the Disciplinary 
Committee, or where applicable of the Appeal Committee, 
on formal complaints preferred by the Investigation Com- 
mittee in accordance with its duty under Bye-law 105.7 
The findings and decisions have been or will be published 
in The Accountant. 


Professional Conduct 


at. The following statement was published in The 
Accountant of June 12th, 1954: 


Advertisements and Notices in the Press 


‘Members are aware that it has always been the rule 
in this country that they are not allowed to advertise or 
circularize in a manner which could be interpreted as 
offering to undertake professional work. In this con- 
nection the Council considers it desirable to draw the 
attention of members to the following points by way of 
general guidance: 

(1) No publication in the public Press (other than the 
accountancy Press) of notices of changes in partner- 
ships or addresses should be made, obtained or 
permitted by a member or a firm in which a member 
is a partner. This applies whether or not the notice is 
charged for. The only exception is where notices are 
given pursuant to statutory provisions. E 

(2) Notices in the Press relating to the examination 
success of an individual candidate should not contain 
any element of undesirable publicity, either in 
relation to the clerk or the member or firm with 
whom he has served. 

(3) There is no objection to the name and address of a 
member or his firm, with the description “chartered 
accountant(s)”, being included in advertisements 
appearing in the Press in the following circumstances, 
provided the advertisement is not displayed more 
prominently than is usual for such advertisements: 


(Not reproduced, — Editor. 
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(a) EE for staff in the member’s own 
office. 

(b) Advertisements inserted on behalf of clients 
requiring staff or wishing to acquire or dispose of 
businesses or property (provided the advertise- 
ment does not contravene the provisions of the 
Prevention of Fraud (Investments) Act, 1939, — 
see pages 134 to 136 of the Members’ Handbook). 

(c) Advertisements for the sale of a business or 
property by a member acting in a professional 
capacity as trustee, liquidator or receiver. 

(4) The Council wishes to impress upon members the 
desirability, in their own interests, of consulting 
the Secretary of the Institute before permitting the 
publication of any advertisement if the member has 
the slightest doubt as to whether the proposed 
wording could be interpreted as offering to undertake 
professional work. 

(5) This statement modifies and replaces the statement in 
paragraph 22 of the annual report for 1945 (repro- 
duced at page 77 of the Members’ Handbook) as 
amplified in 1950 and 1951 (Supplements 25 and 71 
of the Members’ Handbook). 

22. The following statement was authorized by the 

Council at its meeting on March and, 1955, and published 
in The Accountant of March 19th, 1955 


BRITISH INSTITUTE op MANAGEMENT: 
REGISTER OF MANAGEMENT AND INDUSTRIAL, CONSULTANTS 


“The Council has had under further consideration the 
question whether it is appropriate for a member of the 
Institute to have his name, or that of any firm or com- 
pany of which he may be a partner or director, included 
in a Register of Management and Industrial Consultants 
which is maintained by the British Institute of Manage- 
ment for the benefit of its members. As the result of 
negotiations in which the Institute and other accountancy 
bodies have taken part the British Institute of Manage- 
ment has undertaken to incorporate the following 
statement in all appropriate documents which may be 
issued in connection with the Register: 
< “The Register does not include practising public 

accountants many: of whom advise on management 

accounting and costing and some of whom have 
established special departments for this purpose. 

Nor does the Register include ‘consulting cost 

accountants’, who practise in this field. Companies 

and other inquirers are recommended in the first 
instance to consult with their own auditors when 
problems in this field are under consideration.” 

‘The Council has now informed the British Institute 
of Management that, in the case of members of The 
Institute of Chartered Accountants in England and 
Wales who are not in practice as public accountants 
and who are engaged in the business of management 
consultancy, no objection will be taken for the time being 
to the inclusion in the Register of Management and 
Industrial Consultants maintained by the British 
Institute of Management of the names of such members 
or of the names of firms or companies in which they may 
be partners or directors, provided that such members 
are not described as “chartered accountants” or as 
“F.C.A.” or “A.C.A.” either in that Register or in any 
letters or documents issued in connection with their 
consultancy business. 

“This statement replaces the statement which was made 
by the Council on November 7th, 1951, published in 
The Accountant of November 17th, 1951, and reproduced 
in paragraph 22 of the annual report for 1951.’ 


Honours and Decorations 


23. The Council congratulates the following members 
who have received honours and decorations: 


Knighthood 
T. B. Robson, M.B.E., M.A., F.C.A, 
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C.B.E,. 
Group Captain A. W. Younghusband, A.C.A. 


O.B.E. 


H. W. Carter, A.C.A., Wing Commander J. F. Roberts, 
A.C.A., W. E. R. Short, F.c.a. 


M.B.E. 
K. J. J. Dean, A.C.A., R. Thompson, F.c.a. 


T.D. 


B. R. Ashton, a.c.a., J. H. P. Brick, E.D., a.c.a., T. M. 
Carmichael, M.A., LL.B., A.C.A, T. J. Copeland, A.C.A., 
G. S. H. Dicker, M.B.E., A.C.A., A. B. Maclidowie, A.C.A., 
W. H. Pearey, B.A., A.C.A H. B. Singer, a.c.a., W. R. 
Tomkinson, M.A., F.C.A. 


V.R.D. 
J. C. Brown, A.C.A. 


Special Appointments 


24. The President sent a letter of congratulation to 
Mr L. B. Prince, M.A., F.c.A., on his election as Sheriff of the 
City of London. 

25. The President sent a letter of congratulation to 
Mr N. R. Mody, B.COM., F.c.A., on his election as President 
of The Institute of Chartered Accountants of India. 


National Public Service 


26. In view of the important public services which are 
continually being rendered by individual members, the 
Council has decided to resume the pre-war practice of 
recording, in the annual report, appointments which 
members have accepted on special committees of national 
importance. The following appointments were made during 


the past year: l 
Member Appointment 
Mr F. W. CHARLES, By the Minister of Housing and Local Govern- 
C.B.E., FCA. ment, to the Committee on Air Pollution, 
By the Lord Chancellor, to the Committee of 
Inquiry into the Public Trustee Office. 
Mr J. T. CORBETT, ¥.c,A. a By the Minister of Agriculture and Fisheries, to 


a committee in connection with the home 
timber a 

By the Colonial Secretary, to lead a fact-finding 
mission to the West Indies in connection 
with the citrus industry. 

By the Minister of Agriculture and Fisheries, to 
the Committee on Pig Production as chair- 


man. 

By the King George VI Foundation, as 
Hon. Treasurer. 

By the Chancellor of the Exchequer, to a 
committee to advise on the need for and the 
economic prospects of a new hall on the 
Queens Hall site, 

By the Government of the Federation of 
Malaya, as a member of the Mission to inquire 
into the Rubber Industry of Malaya. 

By the Minister of Fuel and Power, to the 
Committee of Inquiry into the Electricity 
Supply Industry. 


Council Nominations to Other Bodies 


27. City of London College. At its meeting on March 
and, 1955, the Council reappointed Mr G, R. Freeman, 
F.C.A., as the representative of the Institute on the governing 
body for a further three years. 

28. London Chamber of Commerce. At its meeting on 
March 2nd, 1955, the Council nominated Mr E. F. G. 
Whinney, F.c.a., as one of the two honorary auditors for a 
period of three years. 


Deaths of Members 


29. The Council records with regret the death of a former 
member of the Council: 
Mr Frederic Rudolf Mackley de Paula, c.3.z., London, 
a member of the Council from 1943 to 1950, a past 
chairman of the Library Committee and a past chair- 
man of the Taxation and Research Committee. 
30. The Council also records with regret that the deaths 


Mr J. C. GARDINER, 
F.C.4., assisted by 
Mr K.S. Moors, A.C.A. 


Sir Harotp Howitt, 
G.B. E., D.S.0., MG 
Dan F.C.A, 

Str RUSSELL KETTLE, 
F.C.A, 

Mr B. MARSH, F.G.A. 

Lé 


Mr L. W. Rosson, F.G.A. 
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of the following other members have been reported up to 
the date of preparing this report.) | 


Examinations in 1954 


31. Results. Examinations were held in May and November 
1954, the Preliminary examinations in London and Man- 
chester and the Intermediate and Final examinations in 
London, Birmingham, Leeds, Liverpool, and Manchester. 
The following were the results: 















Total Comparative 


No. of ais 
Candidates 1953 
Preliminary 332 364 
Intermediate .. 2,164 2,101 
Final 1,728 1,768 
Total 4 1223 4.233 











32. Prizes and certificates of merit. A list of the candidates 
awarded prizes and certificates of merit appears in the 
Appendix, page 49.2 


Eligibility for the Intermediate Examination 


33. At the special meeting held on May 5th, 1954, the 
approval of members was given to an alteration in the bye- 
laws whereby an articled clerk serving for a period in excess 
of three years may present himself for the Intermediate 
examination after the expiration of two years of his term of 
service and in any other case he may so present himself 
after the expiration of one year of his term of service. 
This alteration in the bye-laws, operative from January rst, 
1955, was duly allowed by the Lords of Her Majesty’s 
Most Honourable Privy Council on June .17th, 1954. The 
text of new Bye-law 81 (copies of which were distributed 
to all members on November 23rd, 1954) is as follows: 

‘R1. Every articled clerk, unless he is exempted from so 
doing under any of these Bye-laws, shall before his 
articles expire present himself for an Intermediate 
examination to test the progress he has made in pro- 
fessional knowledge but shall not do so before he has 
completed a period of two years of service or, in the case 
of a person whose term of service does not exceed three 
years, before he has completed a period of one year of 

‘service: Provided that the Council may, in any case in 

which it considers there are exceptional circumstances, 

allow the articled clerk to present himself for the Inter- 
mediate examination before the expiration of the said 
period of service. For the purpose of this Bye-law the 

Council may deem service to have commenced on the 

first day of the calendar month in which it in fact com- 

menced.’ 


Prize and Scholarship Trust Funds 


34. Tom Walton Prize. At its meeting on May sth, 1954, 
the Council decided the conditions of the prize given by the 


‘ Jate Tom Walton, F.c.a., reported in paragraph 32 of the 


last report. The prize is awarded in the Intermediate 
examination to the candidate (of those who have not 
attained their twenty-fifth birthday at the commencement 
of the examination and other than the candidate taking the 
Robert Fletcher or the Stephens Prize) who obtains the 
highest number of marks in the examination. The first 
award was made in respect of the November 1954 Inter- 
mediate examination. 

35. Flight Lieutenant Dudley Hewitt, D.F.C., Prize. The 
Council has acknowledged with gratitude a gift of £400 
2% per cent Treasury Stock by Mr C. B. Hewitt to provide 
a new examination prize to be awarded in memory of his 
son, Flight Lieutenant Dudley Hewitt, D.F.C., A.C.A., who 
was reported missing on June rb, 1944. At its meeting 
on May sth, 1954, the Council decided that the prize shall 
be awarded in the Intermediate examination to the candi- 


* These names are not reproduced. — Editor, 
* Not reproduced. ~ Editor. . 
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date (of those who have not attained their twenty-fifth 
birthday at the commencement of the examination and other 
than a candidate taking any other prize) who obtains the 
highest number of marks in the examination. The first 
award was made in respect of the November 1954 Inter- 
mediate examination. 

36. Definition of conditions for award of, prizes. At its 
meeting on October 6th, 1954, the Council decided to 
clarify the conditions for the award of certain examination 
prizes. The new wording first appeared in the edition of 
the booklet General Information and Syllabus of Examina- 
tions issued in November 1954 for the May 1955 examina- 
tions. 

37. Robert Fletcher Prize and Stephens Prize. The Council 

has considered the position which might arise in the 
Intermediate examinations in November 1955, May 1956, 
November 1956 and May 1957 as a result of the introduction 
of new Bye-law 81 (see paragraph 33) under which candi- 
dates may present themselves for the Intermediate ex- 
amination earlier than was permissible under the former 
Bye-law 81. The Council has decided that any candidate 
who entered into articles prior to the date on which the 
allowance by the Privy Council of the.new Bye-law was 
announced in The Accountant, namely, August 14th, 1954, 
shall be eligible for the Robert Fletcher Prize or the 
Stephens Prize if he makes his first attempt at the Inter- 
mediate examination which would have been his first 
permissible examination under the former Bye-law 81. 
Such candidates will therefore have the same opportunity 
of obtaining the Robert Fletcher Prize or the Stephens 
Prize as those candidates who (whether articled before 
August 14th, 1954, or on or after that date) are sitting at 
the first permissible date under new Bye-law 81. A state- 
ment to that effect was published in The Accountant of 
December 11th, 1954. 


Exemption from the Preliminary Examination 


38. Bye-law 78. During the year 1954, certificates of 
exemption from the Preliminary examination were issued 
to 1,453 persons who had passed exempting examinations, 
compared with 1,254. in the previous year. 

39. Northern Ireland Grammar School Senior Certificate 
Examination. At its meeting on May 5th, 1954, the Council 
decided to amend the conditions under which the Grammar 
School Senior Certificate Examination of the Ministry of 
Education in Northern Ireland is recognized for the purpose 
of exemption from the Preliminary examination under 
Bye-law 78. 

40. Bye-law 79. During the year 1954 exernption from the 
Preliminary examination was granted to r5 persons, not 
being under thirty years of age, who made applications 
under Bye-law 79, which relates to persons who at the date 
of application have been for ten years continuously in 
employment as clerks to members in practice. 


Articles of Clerkship 


41. Regisirations. During the year 1954 the number of 
articles of clerkship registered was 1,547, compared with 
1,361 in 1953. The total registrations in the five years to 
December 31st, 1954, were 7,126. 

42. Prescribed clauses. Nine applications were received 
during the year 1954 for permission to waive the inclusion 
of some of the provisions prescribed under Bye-law 51 
for inclusion in all articles; 8 applications were granted. 

43. Bye-law 58 (c). During the year 1954, 10 applications 
were made under Bye-law 58 (c) in respect of articled clerks 
desiring to spend periods not exceeding six months in an 
industrial, commercial or other suitable organization; 
9 applications were approved. 


Bye-laws 61 and 85 (b) 


44. Persons who have been for ten years continuously in 
employment as clerks to members in practice (or who have 
had experience which in the opinion of the Council is 
equivalent to such employment) may apply for a reduction 
in the period of service under articles (Bye-law 61) and 
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exemption from the Intermediate examination (Bye-law 
8s (b)). Applications considered in 1954 under these bye- 
laws were as follows: 

Bye-law Gr: 28 applications, of which 26 were granted. 

Bye-law 8 5 (b): 25 applications, of which 14. were granted. 
Applicants were in all cases interviewed by a sub-committee 
unless they bad already been interviewed in connection 
with an application under Bye-law 79 (see paragraph 40). 


The Universities and the Accountancy Profession 


45. Exemptions granted under Bye-law 85 (a). During the 
year 1954. exemption from the Intermediate examination 
was granted to 58 articled clerks who had graduated after 
taking one of the degree courses approved for the purposes of 
Bye-law 62. The first exemptions under Bye-law 85 (a) 
were granted in 1948 and the total to the end-of 1954 was 
262. Of these, 123 have since passed the Institute’s Final 
examination, 23 have failed in the Final and not yet passed, 


113-are not yet eligible to sit for the Final and 3 have not ` 


proceeded with their Service under articles. 

46. Approved universities degree courses. At its meeting on 
November 3rd, 1954, the Council approved for the purposes 
of Bye-law 62 the degree of Bachelor of Science in Eco- 
nomics in the University of Hull for students commencing 
their degree course after September 30th, 1954 (the new 
course being in place of the previously approved course at 
University College, Hull, for the Bachelor of Science in 
Economics degree of the University of London), provided 
that the subjects taken are in accordance with the course 
approved by the Joint Standing Committee of the Universi- 
ties and the Accountancy Profession. This change followed 
the attainment of university status by University College, 
Hull. There have been no other changes in the approved 
degrees, details of which are given in the joint standing 
committee’s booklet The Universities and the Accountancy 
Profession. 

47. Explanatory booklet. The Institute’s booklet Approved 
Universities Degree Courses: Explanatory Notes was revised 
and reprinted in November 1954. 

48. Conference. A conference attended by members of 
the Joint Standing Committee of the Universities and the 
Accountancy Profession and representatives of the local 
joint committees of accountants and university repre- 
sentatives, was held at University House, Birmingham, 
from March 26th to 28th, 1954. This was the fourth such 
conference, but the first to be held at one of the universities 
participating in the Joint Standing Committee’s scheme. A 
brief report on the conference was published in The 
Accountant of May ist, 1954. 


Articled Clerks: National Service 


49. There has been no change since the last report in 
the arrangements agreed with the Ministry of Labour and 
National Service for deferment of National Service of 
persons wishing to serve under articles. The current 
deferment regulations are given in the booklet General 
Information and Syllabus of Examinations. The booklet also 
explains the position of the parties to the articles where the 
clerk does not take deferment. Such persons, as is the case 
with those who take deferment, are required to satisfy the 
normal requirements of the Royal Charters and bye-laws; 
no special concessions or exemptions are available to them. 


Articled Clerks from Overseas 


50. In paragraph 56 of the last report the Council re- 
produced a letter from the Secretary, which appeared in 
The Accountant of January oth, 1954, regarding the diffi- 
culties which confront students from the colonies and other 
overseas countries who desire to enter into articles. Any 
member who has a vacancy available for a student from 
overseas is requested to write to the Secretary. Some 
observations made by the President at the annual dinner 
of the Birmingham and District Society of Chartered 
Accountants on March 3rd, 1955, are reproduced in the 
Appendix, at page 52 of the report. 
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Students’ Societies 


51. Alterations to rules. At its meeting on May sth, 1954, 
the Council resolved that any proposal to make any altera- 


-tion to the rules of a chartered accountant students’ society 


must have been approved by the committee of the district 
society concerned before submission to the Council for 
approval. The necessity for Council approval (referred to in 
paragraph 51 of the last report) arises from the requirement 
that an articled clerk must be a member of a students’ 
society. 

52. Institute Publications. In the last report (paragraph 54) 
the Council reported that it had decided that in future there 
shall be sent to all chartered accountant students’ societies, 
for distribution to their student members, a bulk supply of 
any Institute publication which is distributed to all members 
of the Institute and is made ¿available without charge on 
application, provided in each case that the relevant com- 
mittee of the Council considers the subject-matter is 
suitable for such distribution to students. The pamphlet 
entitled Management Accounting: An Outline of its Nature ` 
and Purpose wes so distributed. 

53. Union of Chartered Accountant Students’ Societies. 


The sixth annual meeting between officers and students 


constituting a liaison committee of the Union of Chartered 
Accountant Students’ Societies and the President and certain 
members of the Council took place on March 17th, 1955- 
This meeting again provided an opportunity for a most 
useful informal discussion on matters of interest and concern 
to articled clerks. 


Summer Courses 


54. 1954. The eighth summer course, held at Christ 
Church, Oxford, from September goth to 14th, 1954, was 
attended by 166 members, of whom 75 were in practice, 
59 were engaged in industrial, commercial and other 
occupations and 32 were engaged with public accountants. 
Five addresses were presented as follows: ‘Stock control (1) 
manufacturing business’, by Mr F. J. Weeks, A.C.A., and 
(2) ‘Distributive trade’, by Mr D. C. Urry, a.c.a.; ‘Auditing’, 
by Mr C. C. Taylor, F.c.a.; ‘General problems of an ac- 
countant in industry’, by Mr S. Dixon, M.A., A.c.a.; and 
“The work of the Institute’, by the Secretary, Mr Alan 8. 
Maclver, M.C., B.A. The full text of these five addresses, 
together with the programme for the course, was subse- 
quently reprinted in the form of a booklet for which an 
order form was sent to all members of the Institute on 
November 23rd, 1954. The price of the booklet is 5s post 
free (remittances to accompany orders). 

5s. 1955. The ninth summer course, on similar lines, is 
to be held from Thursday, July 7th, to Tuesday, July rath, 
1955, again at Christ Church, Oxford. Arrangements have 
been made for three addresses to be presented as follows: 
‘Financial enlightenment — the simplification of accounts’, 
by Mr E. H. Davison, A.c.a.; “The preparation of accounts 
and taxation computations from incomplete records’, by 
Mr G. P. Morgan-Jones, M.A., F.C.A.; and ‘Professional 
goodwill — methods of valuation and payment’, by Mr E. K. 
Wright, M.A., F.c.A. In addition there will be a ‘Brains trust’ 
session. An announcement, giving preliminary details and 
inviting members to obtain application forms, was issued to 
all members of the Institute on January sth, 1955. The 
application list closed on February 28th, 1955, and vacancies 
have been allotted by ballot. 

56. Future courses. Provisional arrangements have been 
made with Christ Church, Oxford, for courses to be held 
in the next five years as follows: 


September 6th to 1rth, 1956 
July ith to 16th, 1957 
September 4th to goth, 1958 
July gth to 14th, 1959 
September 8th to 13th, 1960 


Autumn Meeting, 1955 


57. The twenty-second autumn meeting of the Institute 
is to be held at Southport from October 6th to 8th, 1955. 
The hosts at this meeting will be the Liverpool Society of 
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Chartered Accountants. Mr J. E. Talbot, ¥F.c.a., has 


consented to give a paper on ‘Recent developments in. 


taxation’ and Mr E Duncan Taylor, F.c.a., has consented 
to give a paper on ‘Profit-sharing and co-partnership 
schemes in industry’. Details of the meeting were sent on 
March 31st, 1955, to all members of the Institute in England 
and Wales. Any member overseas who is likely to be in 
this country at the time and would like to be present at the 
meeting is asked to write to the Secretary so that details may 
be sent to him. f 


Meetings of Accountancy Bodies Abroad 


58. Germany. The President, Mr D. V. House, F.c.a., 
and the Secretary, accompanied by Mrs House and Mrs 
Maclver, represented the Institute at the annual meeting 
of the Institut der Wirtschaftspriifer held from January 
26th to 28th, 1955, at Hanover. 

59. Netherlands. Mr D. A. Clarke, LL.B., F.C.A., accom- 
panied by Mrs Clarke, represented the Institute at the 
Accountants’ Yearday of the Nederlands Instituut van 
Accountants held on October oth, 1954, at Amsterdam. 

Go, New Zealand. The Vice-President, Mr W. S. 
Carrington, F.C.A., accompanied by Mrs Carrington, 
represented the Institute at a five-yearly convention of the 
New Zealand Society of Accountants held from March 
„th to 11th, 1985, at Dunedin. 

61. United States of America. The President, Mr D. V. 
House, F.c.A., and the Secretary, accompanied by Mrs House 
and Mrs MacIver, represented the Institute at the sixty- 
seventh annual meeting of the American Institute of 
E held from October 17th to 21st, 1954, at New 

ork. š 


Seventh International Congress on 
- Accounting, 1957 


62. The Nederlands Instituut van Accountants, together 
with the Vereniging van Academisch Gevormde Ac- 
countants (Association of University Trained Accountants), 
‘has appointed a Congress Committee to proceed with the 
arrangements for the Seventh International Congress on 
Accounting in 1957. The address of the committee is 491, 
Herengracht, Amsterdam, and the Secretary is Mr A. L. 
de Bruyne, Director of the Nederlands Instituut van Ac- 
countants. The committee has announced the intention of 
holding the congress in Amsterdam from June roth to 
14th, 1957, inclusive. The subjects for discussion will be 
announced later. 


District Societies 


63. Annual conference. The annual meeting of representa- 
tives of district societies and representatives of the Council 
took place on November 16th, 1954. Once again this meeting 
. offered a valuable opportunity for free discussion on many 
matters of importance and interest. 

64. Grants. During the year 1954 the Council continued 
to make block grants to district societies in accordance with 
the scheme adopted in January 1953 (see paragraph 68 
of the report for 1952). 

65. President’s visits. The President and Secretary have 
attended the annual dinners or other functions of the 
district societies and have, on occasion, accepted invitations 
to meet local students during the same visit. Other members 
of the Council have represented the Institute at dinners and 
other functions held by branches and students’ societies. 

66. Notes for honorary secretaries of district societies and 
branches. A set of notes has been prepared to provide 
officers of district societies and branches with administrative 
and other information which it is convenient for them to have 
readily available. The notes were distributed in December 
1954 and January 1955 to the district and branch secretaries. 


Accounting Principles 


67. Recommendations. No new recommendations in the 
series of recommendations on accounting principles have 
been issued since the last report. e 
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68. Investment allowances: treatment in accounts. At its 
meeting on November 3rd, 1954, the Council authorized 
the publication of a statement regarding the accounting 
treatment of investment allowances under the Finance Act, 


1954. . 
Management Accounting 


69. A pamphlet of notes entitled Management Accounting: 
An Outline of its Nature and Purpose was issued to all 
members of the Institute on June 16th, 1954. A bulk supply 
was sent to each students’ society for distribution to its 
members. A copy will be supplied, without charge, to 


- anyone applying to the offices of the Institute. 


‘Taxation 


70. Finance Act, 1954. A memorandum on the Finance 
Bill was submitted to the Chancellor of the Exchequer on 
May sth, 1954, and was discussed with representatives of 
the Board of Inland Revenue on May 17th, 1954, when the 
Institute was represented by Mr W. H. Lawson, C.B.E., 
B.A., F.C.A., Mr G. F. Saunders, F.c.A.. Mr D. A. Clarke, 
LL.B., F.c.A., and Mr J. E. Talbot, F.c.a. (See also paragraph 
68 regarding the accounting treatment of investment 
allowances). 

ot, Taxation treatment of provisions for retirement. In the 
report for 1948 (paragraph 70) members were informed 
that a joint committee representing the Institute and the 
Law Society had submitted to the then Chancellor of the 
Exchequer a memorandum regarding the detrimental 
effect of the present basis of assessment to taxation of the 
earnings of professional men engaged in practice as indi- 
viduals or partners. The memorandum was subsequently 
appended to the Council’s memorandum for the ‘Tucker 
Committee on Taxation of Trading Profits, as reported in 
paragraph 84 of the report for 1949. Following the appoint- 
ment of the Tucker Committee on the Taxation Treatment 
of Provisions for Retirement, the Council submitted a 
memorandum to that committee (reproduced in the report 
for 1950, page 55) whose report was published in February 
1954. On March 3rd, 1955, the following staternent was 
sent to The Accountant and commented on in a leading 
article in the issue of March rath, 1955. ` 


SELF-EMPLOYED PERSONS 
TAXATION "TREATMENT OF PROVISIONS FOR RETIREMENT 


‘On March 2nd, 1955, the Chancellor of the Exchequer 
received a deputation from the General Council of the 
Bar, the Law Society and The Institute of Chartered 
Accountants in England and Wales, which urged the 
importance of legislative steps being taken at the earliest 
opportunity to implement the recommendations made by 
the Millard Tucker Committee in regard to retirement 
benefits for self-employed persons. 

‘After the deputation had been introduced by Mr F. H. 
Jessop, President of the Law Society, the case for the 
deputation was put by the Rt. Hon. Sir Hartley Shawcross, 
Q.C., M.P. (Chairman of the General Council of the Bar), 
and supported by Sir Edwin Herbert (Law Society) 
and Sir Thomas Robson (Institute of Chartered Ac- 
countants). The other members of the deputation were 
Mr John Senter, Q.C. (General Council of the Bar), and 
Mr D. V. House (President of the Institute of Chartered 
Accountants). 

‘The deputation was on behalf of some twenty pro- 
fessional bodies, representatives of which had previously 
consulted together. In relation to accountants in particular, 
Sir Thomas Robson and Mr House were representing 
not only their own Institute but also The Institute 
of Chartered Accountants of Scotland, The Society of 
Incorporated Accountants and The Association of 
Certified and Corporate Accountants. 

‘The Chancellor of the Exchequer undertook to 
consider the representations made to him.’ 
72, Expenses allowances to directors and others. At its 

meeting on June 2nd, 1954, the Council authorized the 
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publication of the following statement, which was published 
in The Accountant of June r2th, 1954: 


Income Tax Act, 1952, SECTIONS 160-168 
EXPENSES ALLOWANCES TO DIRECTORS AND OTHERS 


‘As a result of information received from members in 
all parts of the country a memorandum was submitted on 
April 27th, 1954, to the Chairman of the Board of Inland 
Revenue regarding the application of Sections 160 to 
168 of the Income Tax Act, 1952. The Council appreci- 
ates that the Board of Inland Revenue has to perform its 
duty of seeing that the statutory provisions are complied 
with but the information contained in the memorandum 
nevertheless indicated that unnecessary work is being 
imposed upon taxpayers and their advisers and that in 
certain respects the attitude of the Inspectors’ offices is 
causing resentment in the business community. The 
memorandum gave instances of unreasonable treatment 
which has been encountered particularly in relation to 
entertainment expenses, trivial items and the so-called 
“home-saving”’ principle. 

“While some of the difficulties that have arisen may be 
due to misunderstanding on the part of the business 
community the Board realizes that in part the difficulties 
have arisen because some tax offices have pressed the 
statutory provisions unduly on trivial points. The Board 
feels satisfied for its part that, as the result of steps now 
being taken, most of these difficulties can be resolved. 

“There may, however, be instances where a member 
feels that the provisions are being unreasonably interpreted 
and if personal discussion between the member and the 
District Inspector does not enable differences to be 
settled, the Council suggests that the member might seek 
advice from the committee of his district society.’ 


Taxation and Research Committee 


73. Meetings. During the year 1954 the Taxation and 
Research Committee held 5 meetings, its four standing sub- 
committees held 12 meetings, and twelve special sub-com- 
mittees held 97 meetings, making a total of 114. meetings 
for the committee and sixteen sub-committees. (The 
comparative total for 1953 was 105 meetings.) 

74. Activities. The Taxation and Research Committee has 
been responsible for much of the drafting work in connec- 
tion with the pamphlet of notes entitled Management 
Accounting: An Outline of its Nature and Purpose (para~ 
graph 69), the memorandum on the Finance Bill (paragraph 
70) and the preparation of the memorandum which led to 
the issue of the statement regarding expenses allowances 
to directors and others (paragraph 72). The committee was 
consulted in connection with the statement on investment 
allowances (paragraph 68). Other subjects remain under 
consideration. Matters which had reached a sufficiently 
advanced stage were submitted by the committee to the 
regional taxation and research committees of the district 
societies for their comments. 


Advertising of Accountancy Services by 
Members of Other Professions 


75. The Council has, when appropriate, taken up with 
other professional bodies instances where their members 
have referred in advertisements to the provision of ac- 
countancy services. In each case an assurance was received 
that in future there will be no reference to accountancy 
matters in the advertisements inserted in the Press by those 
concerned. 

Endorsement of Cheques 

76, At its meeting on January sth, 1955, the Council 
authorized the publication of a statement arising from the 
proposal by Mr R. Graham Page, M.P., to introduce a Bill 
having as its object the removal of the need to endorse 
most of the cheques which at present require endorsement. 
Mr Page’s Bill was later introduced in the House of 
Commons but without success. On February 22nd, 1955, 
the Chancellor of the Exchequer, in reply to a question by 
Mr Page, stated that the complicated issues of law and 
practice raised by the proposal merit a thorough examina- 
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tion. The Chancellor had therefore decided to appoint a 
committee, under the chairmanship of Mr A. A. Mocatta, 
Q.C., to investigate the matter further. 


Public Trustee 


77. After obtaining comments from the committees of 
the district societies, the Council decided on October 6th, 
1954, that it did not wish to make any submission in reply 
to an invitation from the Committee of Inquiry into the 
Public Trustee Office, appointed by the Lord Chancellor 
‘to consider the work of the Public Trustee and to advise 
whether any changes should be made in his functions or 
methods of business, in the organization of his Office, 
or in the financial conditions under which he operates’. 
The committee was so informed and the Council added 
that favourable comments on the manner in which the 
work of the Public Trustee is carried out were made by the 
committees of some of the district societies. 


Pool Betting Act, 1954 


78. The Council made representations to the Home Office 
on certain features of the clauses of the Pool Betting Bill 
affecting accountants. These representations were met 
either by amendment of the Bill or by comments in a 
memorandum issued by the Home Office to the local 
authorities after the passing of the Act. Details have been 
supplied to the secretaries of the district societies to assist 
them in dealing with any inquiries they may receive from 
members or local authorities. 


Pension Fund for Staff in Accountants’ Offices 


49. A third report to the Council has been made by the 
sub-committee appointed in 1952 (as required by a reso- 
lution passed at the annual meeting) to investigate the 
possibility of setting up a pension trust fund for the purpose 
of creating a contributory pension scheme covering all 
employees of those holding a practising certificate from the 
Institute and to advise on the best methods whereby such 
a trust fund could become actuarially sound in the shortest 
possible period. The sub-committee’s work has in some 
measure been hampered by the uncertainty regarding the 
implementation of the recommendations of the Tucker 
Committee on the Taxation Treatment of Provisions for 
Retirement. 


Accountants’ Joint Parliamentary Committee 


80. The Accountants’ Joint Parliamentary Committee 
has continued its work of watching all Parliamentary matters 
relating to the qualification and status of accountants and 
auditors. Throughout the year under review the joint 
committee has been successful in maintaining the adoption 
of a form of audit clause which confines in effect the 
choice of professional auditor to members of the accountancy 
bodies represented on the joint committee. For some time 
past the joint committee has been pressing the Ministry 
of Housing and Local Government to allow joint boards 
composed of local authorities to have the right of choosing 
either professional or district audit. The issue was recently 
brought before a Select Committee of the House of Com- 
mons in connection with the Kent Water Bill. The decision 
was in favour of the joint committee’s contention and if, as 
is hoped, the House of Lords endorses that decision, the 
principle for which the joint committee has been con- 
tending will have been established by Parliament. 


Overseas Legislation 


8r. Legislation and other developments affecting the 
practice of accountancy and auditing in various parts of 
the world have been watched closely and continuously 
throughout the year. When necessary, representations 
have been made through the appropriate channels. In- 
formation and advice have been given readily in response 
to requests from overseas countries. The Council again 
wishes to emphasize what it believes to be the ideal arrange- 
ment, namely, reciprocity in all parts of the world of the 
right to practise under the professional designation which 
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the individual accountant has obtained by suitable training, 
experience and examination, without restrictions on the 
right to enter into partnership or agency arrangements 
with properly qualified accountants whatever may be their 
country of residence. 

82. In the last report (paragraph 93) reference was made 
to Section 30,0f the South African Public Accountants and 
Auditors Act, 1951, which, subject to transitional provisions, 
prohibited partnerships and profit-sharing between ac- 
countants resident in the Union and accountants resident 
outside the Union and also prohibited the use of a firm 
name which contains the name of any person who is not or 
was not during his lifetime ordinarily resident in the Union. 
The South African Public Accountants and Auditors 
Board. was directed by the Minister of Finance to conduct 
an investigation into these prohibitions and it was to the 
Board that the Council’s representations were made. The 
Board’s report, published during 1954, recommended 
amending legislation which would have the effect of remov- 
ing all the prohibitions mentioned above. A Bill giving 
effect to the Board’s recommendations has been introduced 
in the South African Parliament by the Minister of Finance. 


The P. D. Leake Trust 


83. University of Cambridge. The Council released for 

publication on June 16th, 1954, a Press notice announcing 
the establishment in the University of Cambridge of the 
P. D. Leake Professorship of Finance and Accounting. 
On December znd, 1954, the University announced the 
appointment of Mr J. R. N. Stone, C.B.E., M.A., to be the 
first P. D. Leake Professor, the tenure of the professorship 
to commence on July Ist, 1955. Mr Stone is Director of the 
Department of Applied Economics at the University of 
Cambridge, an appointment which he will relinquish on 
taking up the P. D. Leake professorship. 
' 84. Reports and accounts. At its meeting on February 2nd, 
1955, the Council approved for publication a booklet 
containing the accounts of the P. D. Leake Trust for the 
year ended October 31st, 1954, with a report by the Council 
on the administration of the trust and a report by the 
P. D. Leake Committee regarding the application of the 
income. Copies became available on February 28th, 1955, 
and any interested person may obtain a copy, without 
charge, on application to the offices of the Institute. 


Library 


85. Activity. The following figures show the extent to 
which the library has been used in recent years: 


Year Attendances Books lent 
1949 8,389 3,725 
1950 9,092 3,929 
I951 *10,263 4,213 
1952 9,819 4,509 
1953 10,200 4,869 * 
1954 10,415 4,556 


* Exceptional, because the members’ room was closed for redecoration 
during part of the year. 

86. Short list. Cumulative supplements to the August 
1952 edition of the Short List of Books in most Frequent Use 
were announced in The Accountant of March 6th, and 
November 27th, 1954. Copies of the list and the current 
supplement are available to members, without charge. 


mr 


Appointments Register 


87. Activity has continued very much as in previous 
years with no marked change either in the number of 
inquiries from employers or in the number of members 
placed. Members are invited to bring the register to the 
notice of prospective employers, especially where a high 
level appointment is contemplated; and any assistance in 
finding employment for older members is most welcome. 


Provision for Expenses of Private Hospital 
Treatment 


"88. On October 6th, 1954, the Council decided to com- 
mend to the district societies the formation by them of 
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group schemes whereby their members could insure 
against the expenses of private medical and hospital 
treatment on the lines of the schemes operated by the 
British United Provident Association and similar organ- 
izations. 


The St Paul’s Cathedral Campaign 


89. ‘The Council decided at its meeting on November 3rd, 
1954, to give five hundred guineas from the funds of the 
Institute to the St Paul’s Cathedral Campaign for con- 
tributions towards the work of restoration and maintenance 
of the cathedral. A motion approving the payment will be 
put to the annual meeting. 


Institute Staff Pensions 


go. It has not yet been possible to inaugurate a revised 
scheme for retirement benefits for the Institute staff. 
Meanwhile the taking of a further actuarial valuation of the 
existing fund is deferred and appropriate notes appear on 
the Institute’s balance sheet and the balance sheet of the 
existing fund. 


Mr W. G. Vincent 


or. Mr W. G. Vincent retired on November 3rd, 1954, 
after completing more than fifty years’ service on the staff 
of the Institute. He served as Chief Clerk from January rst, 
1943, to the date of his retirement. He received presenta- 
tions from the Institute, from the members of the Council 
and from the staff, in appreciation of his long and valuable 
service. 


Appointment of Chief Clerk 


o2. Mr H. J. Potts was appointed Chief Clerk of the 
Institute to succeed Mr W. G. Vincent. 


The Institute of Chartered Accountants of 
Scotland 


93. The President, Mr D. V. House, F.c.a., and the 
Secretary, accompanied by Mrs House and Mrs MacIver, 
represented the Institute at the celebrations held in 
Edinburgh on June 16th to 18th, 1954, by The Institute of 
Chartered Accountants of Scotland to mark the centenary 
of the granting of the original Royal Charter to The Society 
of Accountants in Edinburgh. Several other members of the 
Council also attended by invitation. At the meeting of the 
Council on June 2nd, 1954, the following resolution was 
proposed by the President, seconded by the Senior Past 
President, Mr George R. Freeman, F.c.a., and carried 
unanimously: 

‘The President, Vice-President and Council of The 
Institute of Chartered Accountants in England and 
Wales, on behalf of themselves and the fellows and 
associates of the Institute, send warmest greetings 
and congratulations to the Council and members of 
The Institute of Chartered Accountants of Scotland on 
the occasion of the centenary celebrations and desire to 
convey their best wishes for the future progress and 
prosperity of the Institute.’ 


The Association of Certified and Corporate 
Accountants 


94. The President, Mr D. V. House, F.c.a., and the 
Secretary represented the Institute at the celebrations held 
in London by The Association of Certified and Corporate 
Accountants to mark the fiftieth anniversary of the forma- 
tion of The London Association of Accountants, Ltd. 
At the opening meeting on November 3oth, 1954, the 
President conveyed to the Association the congratulations 
and good wishes of the Council of the Institute. 


The Institute of Taxation 


95. The Council authorized the presentation of a counter- 
petition against a petition by The Institute of Taxation for 
the grant of a Royal Charter. Her Majesty, on the advice of 
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Her Privy Council, has not approved the grant of a Royal 
Charter to that Institute. 


Appreciation 


96. The Council again wishes to record its appreciation of 
the invaluable work done, often at considerable personal 
inconvenience, by members of the Institute who have 
given so much time to the work of the Taxation and 
Research Committee, the committees of the district 
societies, the summer course and other activities on behalf 
of the Institute. The Council also wishes to record its 
appreciation of the work of the Secretary and his staff. 


Accounts 


97. The audited accounts for 1954 accompany this report. 
They show an excess of income over expenditure of 
£18,097. The accumulated fund of £203,907 at December 
31st, 1954, is subject to whatever initial contribution is 
necessary when the revised arrangements are introduced 
for retirement benefits for Institute staff and also subject 
to any contribution which may be required to maintain 
the solvency of the existing fund when an actuarial valuation 
has been taken (see paragraph go). 

98. A change has been made in the basis of dealing with 
‘furniture, fittings and equipment’. Hitherto, this item has 
been shown in the balance sheet at an amount based on 
valuations in 1939, with additions at cost, less disposals; 
and from this amount the aggregate of the annual deprecia- 
tion provisions made since 1939 has been deducted. Although 
the total is substantial (net book amount on December 31st, 
1953, was £11,728) it represents a large number of relatively 
small items of diverse nature which the Council considers 
do not warrant treatment by annual depreciation charges. 
Instead the Council has decided (a) to retain in the balance 
sheet a fixed amount of £10,000; (b) to write off new 
expenditure direct to income and expenditure account; 
(c) to review the position as and when necessary. Accordingly 
the accounts for 1954 reflect the amount written off in 
order to reduce the balance sheet figure to £10,000. 
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Auditors 


99. The auditors, Mr Geoffrey Bostock, F.c.a., and Mr 
John Myers, F.c.A., retire in conformity with Bye-law 115 
and are eligible for reappointment. 

DONALD V. HOUSE 

April 6th, 1955. President. 

SUBSCRIPTIONS FOR THE YEAR ENDED 
DECEMBER 31st, 1954 


19538 
£ Members in Practice £ £ 
Fellows 
1,580 at £10 10 8 .. 16,590 
2,077 at £8 8 0 . 17,447 
75 at other rates š 516 
Ass 


2,279 at £4 4 O ee 
84 at other rates A 313 





47,550 





48,748 
Members not in practice 
Fellows 
282 at £5 5 Q 


LA 1,480 

lat £414 6 ee 5 
Associates 

8,346 ab £3 3 26,290 

386 at other rates 639 








27,332 ——~— 28,414 
Members not resident in England or Wales 
ellows 
848 202 219 at £4 4 0 $20 
25 8 sat £3 3 0 9 
Associates 

3,280 1,662 1,633 at £2 2 0 I 3,480 

12 11 Dat £1 1 0 e 6 
4,165 4,365 

e Retired Members (Bye-law 43) 

434 413 440 at £1 1 0 Kë 462 


£79,281 Total carried to Income and Expenditure account £81,989 





THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


SIXTY-NINTH ANNUAL REPORT 


The sixty-ninth annual general meeting of the Chartered Accountants’ Benevolent 
Association will be held at the Hall of the Chartered Insurance Institute, 20 
Aldermanbury, London, EC2, on Wednesday, May 4th, 1955, at the conclusion of 
the annual meeting of The Institute of Chartered Accountants in England and Wales. 


We reproduce below the report of the Board of Governors 
for the year ended February 28th, 1955. 


1. The Association on February 28th, 1955, consisted of 
3,367 members, viz.: 


The President 525 Annual Governors 
72, Vice-Presidents 102 Life Members 
20 Life Governors 2,647 Annual Members 
being a net increase of 221 during the year. 
2. The total expended by the Association in relief since 
its formation in 1886 amounts to £218,556. . 
3. Relief granted compares with the income during the 
last five years as follows: 


Interest and 


Year Relief Di ii ae 
1950-1951 .. 9,016 4:957 3,779 
IQSI“1952 .. 9,432 5,142 *4,196 
1952—1953 .. 9,235 *6,487 4,432 
1953-1954 .. 10,670 6,025 4,974. 
1954-1955 .. 9,961 6,662 5,811 


* Includes two years’ recoverable income tax. 


After providing for expenses the surplus for the year was 
£2,237, which compares with a deficit of £209 last year. 
It will be observed that expenditure on relief is less by 
£709, the reason being to some extent explained in para- 
graph 8. On the other hand, there is an increase of £637 
in subscriptions and £837 in interest and dividends, The 
surplus will enable the Executive Committee to review the 
general basis on which grants are made and to provide 
increased assistance where desirable. 

4. The grants made by the Association out of the W. B. 
Peat Memorial Scholarship Fund amounted to £185. 

s. The number of cases in which assistance has been given 
is shown in the following tables: 


General Fund: 
Number of cases assisted on March ist, 1954 .. 82 
Number of new cases assisted during the year .. 7 
Number of cases listed on pages 23 to 201 .. .. 89 
Number of cases where assistance ceased by reaso 
of death or other reason during the year a II 


1 Not reproduced.— Editor. 
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W. B. Peat Memorial Scholarship Fund: 
Number of cases assisted on March ist, 1954 (at 
page zo)! .. 
Number of cases where assistance ceased during the 
year .. š ja gs 


lute x 


6. Christmas food hampers have, as usual, been sent to 
the great majority of our beneficiaries. Gifts of clothing 
have been made in appropriate cases. The cost to the 
Association of this expenditure has been lessened by the 
amount of income from the H. F. Holloway Memorial. 


7. The Board has given consideration during the year to 
the desirability of publishing a detailed list of subscribers in 
the annual report. On grounds of economy it was decided 
not to publish a list of subscribers every year but that a list 
should be published at least in every fifth year. 


8. The Board has taken steps to ensure that the maximum 
use is made of grants available from the National Assistance 
Board provided that no loss of income to our benefictaries is 
involved. Grants have also been obtained from County 
Councils to assist in the maintenance of those who are in 
homes for old people. By these means the funds of the 
Association are being relieved of expenditure amounting 
' to several hundred pounds per annum. 


9. The President wishes to thank the large number of 
members for their generous and heartening response to a 
personal letter which he sent to the senior partner of firms 
with five or more partners asking them to assist him in 
increasing the membership of the Association. 


10. Since the last report, the Association has received the 
following legacies and donations: 
Legacies: £ 





Executors of the late Mr J. S. Woodward, A.C.A. 3,447 
Executors of the late Mr G. H. Fry, a.c.a. (balance 
of legacy) . 413 
Executors of the late Mrs L. E. Pilkington .. 250 
Executors of the late Mrs May EE enone of 
legacy) .. : II 
£4121 
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Donations: £ 
Annan, Dexter & Co 105 
Mr H. E. Evans, F.c.a. 105 
Mr O. Haworth, A.C.A. 105 
Sir Russell Kettle, F.C.A. . 105 
Dowager Countess Eleanor Peel Trust roo 
Mr A. H. Hillyer, F.C.A. z 100 
Mr A. S. Parker, A.C.A. .. ge Se .. 100 
Mr J. F. Parrott, A.C.A. .. ge Wi e 53 
Delmar Charitable Trust .. e e Se 50 
Mr H. W. Naish, M.B.E., A.C.A 50 
Bekonscot Model Railway and General Charitable 

Association gs Se E IO 
Council Luncheon Club .. Së T D 10 
` Others Se Se 280 
£1,173 





11. The Board wishes to record its appreciation of the 
further progress made during the year by Crossways Trust 
in providing homes for old people. A third home, which 
caters both for the able-bodied and the infirm, has been 
opened at Grosvenor House, Brighton. Six of our bene- 
ficiaries now reside in these homes. A widow aged 82 and 
her bed-ridden daughter have entered Grosvenor House 
during the year, and a widow aged 65, who is partially 
crippled, has taken up residence at Hurst Grange. 

12. The Board wishes to record its warm appreciation to 
Mr B. J. Davis, Mr R. W. L. Eke and Mr G. L. C. Touche 
for their work as members of the Investment Sub-Commit- 
tee of the Executive Committee of the Association. 

13. The Board is appreciative of the help which it has 
received from the district societies in interviewing applicants 
for assistance. 

14. The Board thanks the editor of The Accountant for 
the continued publicity which he has given to the Associa- 
tion. Brief reports of the quarterly meetings of the Executive 
Committee are a new feature in that journal. 

15. The honorary auditors, Mr Geoffrey Bostock, F.c.A., 
and Mr John Myers, F.c.a., retire and kindly offer them- 
selves for reappointment. 

16. The accounts for the year ended February 28th, 1955, 
duly audited, are annexed to this report. 


GEORGE R. FREEMAN, 


April 6th, T955. President. 


1 Not reproduced.—Editor. 


THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 
FIFTIETH ANNUAL GENERAL MEETING 


The fiftieth annual general meeting of The Association 
of Certified and Corporate Accountants was held in the 
Queen Mary Hall, Y.W.C.A. Building, Great Russell 
Street, London, WCr, last Tuesday. Mr W. Mac 
farlane Gray, F.A.C.C.A., President of the Association, 
was in the chair. 

Extracts from the report of the Council for 1954 
were published in The Accountant dated April oth, 
1955, and we report below the presidential address of 
Mr Macfarlane Gray. 


THE PRESIDENTIAL ADDRESS 
Obituary 
I have to refer with profound regret to the great loss 
sustained by the Association during this past year by 
the deaths of Mr Edgar Killip on November 24th, 1954, 
and Mr Thomas Hughes on March 13th of this year. 


— 
h 


Both these gentlemen served the Association and the 
profession with distinction over a long period of years. 

Both of them were members of the Council of the 
Corporation of Accountants and took a prominent part 
in the negotiations which resulted in the amalgamation 
between the Association and the Corporation; they were 
both elected to the first Council of the combined 
bodies, and although Mr Hughes was compelled 
by failing health to resign last April, Mr Killip re- 
mained a member of the Council until his death. 
Mr Hughes was President of: the Corporation of 
Accountants from 1933 to 1936, and Mr Killip served as 
President of the Association from 1947 to 1949. 

Mr Killip was also one of the Association’s repre- 
sentatives on the Co-ordinating Committee and the 
Joint Parliamentary Committee since their inception 
and he gave. outstanding service in this particular field 
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of co-operation with the other recognized bodies. To 
both these gentlemen the Association is deeply in- 
debted for many years of devoted service and I would 
ask-yowto rise and observe a short period of silence in 
' tribute to their memory. 


Technical Research 


Among the growing activities of the Association, none 
has made more progress during the year than that of 
technical research. This was, in fact, the first full year 
of operation following the reorganization of the 
technical work of the Association in 1953 and, while 
the various committees have certainly not-yet reached 
their full potential, their output during 1954 has been 
most satisfactory and reflects great credit on all 
concerned. The several publications which have been 
issued have, without exception, received very favour- 
able comment in professional and technical journals 
and elsewhere, and I should like to congratulate the 
committees upon the result of their labours which, 
I know, have been at times arduous.... 


Finances of the Association 


We have again achieved a modest surplus. Neverthe- 
less, we cannot regard the position with equanimity 
because that surplus is lower than last year’s, which, 
in turn, was lower than that of the year before. The 
trend here is obvious, and I am afraid that — not- 
withstanding all reasonable economies — the continued 
increase in essential costs can scarcely fail to make it 
more and more pronounced. In other words, we cannot 
wisely ignore the fact that we seem to be approaching 
a stage when our expenditure will equal and, indeed, 
exceed our income. 

Quite apart from general considerations, however, 
we have to bear in mind the question of new premises. 
As the report indicates, the Council considers a move 
essential and I hardly think that anyone will seek to 
question that this is a step which the Association owes 
both to itself and to its members and is one which it 
must take if it is to remain an active and vigorous 
force in the profession. When new premises are found, 
however, they are certain to prove a good deal more 
expensive than the old ones, which, I may say, are 
held on a pre-war lease. The Council is keeping the 
matter under careful observation and will report to 
members as soon as it is necessary to do so. 


Absorption 


You will perhaps expect me to make some reference to 
the subject of absorption. You will be aware that the 
scheme recommended by the Council did not receive 
the approval of the extraordinary general meeting 
convened to consider it. Every member of the Council 
spent many hours in the consideration of this difficult 
problem and accordingly no one is more sensible of the 
arguments against the proposals than they, but the 
Council still believes that the decision was a short- 
sighted one which is likely to react adversely on the 
prospect of registration. Nevertheless, the decision has 
been taken and must be accepted. One feature which 
cannot fail to disturb us all, however, was the relatively 
small number of members of the Association who could 
be persuaded to record an opinion at all. The somewhat 
disquieting fact is, that in a matter of admitted im- 
portance to the Association and the profession, fewer 
than half the members of the Association voted. 
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None of us, I fear, can take much satisfaction from that, 
whether we were in favour of the proposals or not. 

The Council is not aware of any specific steps which 
have been taken in the direction of forming a fourth 
body, but it would be foolishly credulous to suppose 
that nothing is being done or that the bodies concerned 
will not seek by every proper means to sécure recog- 
nition for themselves. The profession has already 
declared its opposition to the recognition of a fourth 
body and we have no reason to suppose that there has 
been any recession from that position. Certainly there 
has not been in the case of the Association, nor so far 
as we know with the other recognized bodies. Beyond 
that there is nothing J can say at present, except that 
we shall carefully watch any developments and take 
such action as may be called for. 


Constitution of the Council 


A noticeable feature of the profession generally in 
recent years has been the large and growing number of 
its members who enter industry, commerce and the 
nationalized undertakings. While this is, no doubt, 
partly due to the structural changes flowing from modern 
industrial and commercial development, it is attribut- 
able, I believe, to a far greater degree to a fundamental 
broadening of the function potential of the accountant, 
which, it can be fairly said, the profession has, quite 
properly, done much to foster and to satisfy. It is true 
that this is not without certain disadvantages for those 
of us in practice wishing to recruit staff, and it is 
essential that the present flow of new entrants to all 
the recognized bodies should be maintained and 
enlarged. For, happily, there are as yet no signs of 
overcrowding in the profession and there are still 
opportunities in it for everyone of ability and integrity. 

Our own ties with industry and commerce have 
always been widespread. This is, of course, a natural 
consequence of the fact that the Association, through- 
out its life, has been prepared to recognize that there 
are more ways than one of producing experienced and 
capable accountants, and that a comprehensive in- 
dustrial or commercial training may well be included 
among them. 

Due provision for this view was, indeed, made in the 
Association’s constitution by permitting the election of 
non-practising members to the Council, and this step, 
as you know, has since been followed by the other 
recognized bodies. It is necessary, however, that we 
should keep ourselves up to date, and there is, I believe, 
a certain measure of opinion among members that we 
should consider whether the present basis of the 
constitution of the Council is sufficiently repre- 
sentative of the present pattern of our membership. 
The Council, therefore, proposes to examine the 
question during the course of the year and to report 
its conclusions to members at the next annual general 
meeting. 


Golden Jubilee 


My year of office can, I think, be fairly described as an 
eventful one and of the many duties I have been 
called upon to perform none has given me greater 
pleasure than that of presiding at the Association’s 
Golden Jubilee Celebrations in December of last year. 
The privilege of so doing can fall to only one president 
and I count myself greatly honoured that it was my 
good fortune to have been that one. In the course of 
my visits to branches and district societies in all parts 
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of the country I have frequently referred to the 
celebrations and I make no apology for doing so 
again. The culmination of fifty years of striving — of 
fifty years of earnest endeavour and advancement — 
these celebrations left nothing to be desired in 
organization and execution, and the privilege of 
presiding at*the Golden Jubilee Banquet in Guildhall 
is an experience which I shall never forget. 

I very much appreciated the opportunity which the 
celebrations provided for my wife and I to meet so 
many members of the Association personally and for 
us all to have the pleasure of meeting representatives 
of many other accountancy bodies, both at home and 
overseas. 

It was only fitting that, to mark the occasion of the 
Jubilee, we should publish a short history of the 
Association, which, to anyone who reads it, will give 
a fuller appreciation of the difficulties — of the many 
obstacles — which had to be overcome and of the 
progress which has been made over fifty years. 

We of the Association can certainly look back with 
deep satisfaction on a half-century of truly solid 
achievement. We have achieved much, but even 
greater things lie ahead both for our own benefit and 
for that of the profession as a whole. The future is in 
our hands ~ we must under no circumstances let the 
success of past years be as a bed on which to rest, but 
rather as a spring-board to impel us to greater attain- 
ment. 


Budget 


At this period of the year there is usually no shortage 
of persons who are prepared —and even anxious — 
either to advise the Chancellor how to frame his 
Budget or to criticize his action when he has done so. 
Until a fairly late stage in the preparation of my 
address for this meeting I was uncertain into which of 
these categories I, myself, would fall. Mr Butler’s 
problem was in all conscience serious enough and I 
recall that one commentator expressed the view that 
if he achieved all the objects which are generally 
regarded as desirable he would qualify for membership 
of the International Magic Circle. But the Chancellor 
is nothing if not realistic, as I think he has clearly 
demonstrated already, and we have been in no doubt 
that he would again administer a stern corrective if he 
thought it necessary. 

The general increase in wages over the last few years, 
full employment and the great improvement in the 
standard of living of the majority of the British people — 
desirable as they all are—have brought with them 
their own problems of inflation, because they were not 
accompanied by the one thing that would have justified 
and counterbalanced them, namely, a sufficient increase, 
not only in production, but also in productivity. 

Our great difficulty has been that because of the 
heavy burden of taxation neither management nor 
labour has had much incentive to improve its per- 
formance. Increased earnings have only meant 
increased taxation and have become progressively less 
attractive. In spite of that, valuable and impressive 
advances in production and exports have been achieved 
over the past few years. But good as they have been, 
they have not been good enough to counteract the 
increased volume of money in circulation and the rise 
in home consumption and imports which that has 
engendered. 

The Chancellor has now come forward with in- 
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centives which must, I think, by any standards be 
regarded as encouraging, but since in such circum- 
stances Budget policy must be judged on whether it 
succeeds in increasing productivity and lowering costs, 
it can be justified only if it stimulates everyone to 
greater and better efforts. The Chancellor cannot 
make us work, but he can make it worth our while to 
do so and that is the basis of his concessions. One may, 
indeed, doubt the wisdom of making available ad- 
ditional purchasing power when inflationary tendencies 
are already at work, though there can be no doubt 
that the Chancellor has taken that into account. 
Possibly the record of the National Savings Movement 
last year has caused him to feel that general demand 
has reached a stage of semi-satiety and that the in- 
creased purchasing power will go, not on luxuries and 
personal consumption, but on savings and solid 
investment. One hopes sincerely that the Chancellor 
will succeed in attaining his objectives but I am afraid 
that he will not do so unless we all realize that full 
employment brings with it, not only great advantages, 
but at the same time grave responsibilities. It is only 
by the co-operation of those in full employment that 
this desirable state of affairs can continue — strikes, 
unrest and ever-increasing demands for higher pay 
without a corresponding increase in effort could do 
much to reduce the position from full employment to 
unemployment. 

It must be fully realized that this country is now facing 
up to keen and active competition by nations whose stan- 
dard of living and employment cannot be compared to 
ours ~ where labour.is cheap ~ where longer hours are 
worked — where taxation is less. The dearer our articles 
become and the more our costs increase the less 
possibility there will be of successfully competing 
in. the export market. 

I personally do not think that this position is fully 
realized by many of the people in this country; and 
that many of their actions, directed as they think to 
their own best interests, can eventually act as a 
boomerang. If we fail to sustain our position in world 
markets, it can only result in a lowering of our standards 
at home. That is why I maintain that the responsi- 
bility of this full employment rests with us all, whether 
we be employer or employee, by full co-operation and 
the will to work. 


Conclusion 


I would like in conclusion to take this opportunity of 
saying how honoured I have been by my election to the 
highest office which the Association can bestow and 
how much my wife and I have appreciated the many 
friendly contacts which we have been able to make in 
the course of our official duties and the cordial 
reception we have received in all parts of the country. 
During the past year we have visited many of the 
branches and district societies and in the course of our 
travels it has been our privilege to visit branches in 
our native Scotland, in Ireland, in Wales and in many 
of the important cities and towns of England. We have 
been greatly impressed by the warmth of our welcome 
and have appreciated the generous hospitality which 
has been extended to us. 

We have many happy memories and at the same time 
feel we have made many good friends. 

The office of President in a large association such as 
this makes considerable demands both of time and 
energy upoh those who occupy it-it is only proper 
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that it should be so. I have endeavoured to discharge 


those responsibilities to the best of my ability and, I 
hope, to the satisfaction of my colleagues on the 
Council and to my fellow members generally. But the 
duties which I have been called upon to perform could 
not have been carried out without the help, guidance 
and consideration of many people and these, I may say, 
I have received in full measure. 

1 am deeply conscious of the unfailing and ready 
support of the Vice-President, Mr Alan Meynell. 
I appreciate greatly his helpful and friendly con- 
sideration at all times. When it was necessary for him 
to deputize for me I always met with a cordial and 
ready response on his part. I should like him to know 
that this support has been of the greatest possible 
assistance to me and ] thank him most warmly. 

To my colleagues on the Council, and particularly 


` to my distinguished predecessor in office, I am also 


deeply grateful. At all times I have received from them 
and from him constant and unfailing support and a 
kindly consideration and co-operation. This, I can 
assure them, has done much to increase my confidence 
for the many arduous tasks which have fallen to me 
during this past year. It has done much to smooth the 
path which I had to tread. 


The Director 


Our Director, Mr J. C. Latham, with whom I have had 
the pleasure of being associated during my seventeen 
years as a member of Council, has again made available 
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to us all the advantages of his extensive experience and 
knowledge, and I am pleased to say he has now re- 
turned to much better health, as is evidenced by the 
amount of time and energy he has expended on our 
behalf during this past year. We sincerely trust he 
will long enjoy this marked improvement in health. 


The Secretary 


Our Secretary, Mr F. Cameron Osbourn, whose early 
promise as Deputy Secretary caused us to predict 
for him a rewarding future with the Association, has, 
I am sure you will agree, lived up to our early expecta- 
tions and during the year which has closed he has 
again worked untiringly in our interests. I have made 
reference to the Golden Jubilee Celebrations and I 
know it was clear to all who were present that each 
event bore the hall-mark of expert organization — the 
architect was our Secretary, and I am sure the over- 
whelming success of that memorable occasion will 
always be associated with his outstanding ability. I 
wish him to know that I am indeed grateful to him 
for his constant help and his advice to me through this 
past year. On my many travels I had the benefit of 
his company and I would just say that no one could 
hope for more congenial company. I appreciated very 
much his entertaining and pleasant companionship on 
those journeys. 

Mr Macfarlane Gray concluded his address with a 
tribute to the staff. The report and accounts were 
adopted. 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


We have been informed by the Secretary of the 
Institute that in the list of associates issued with 
certificates of practice the title of the firm shown 
against the name of Grant, Harold Glen, in our issue 
of April 16th, 1955, should have read “Simson, Grant 
& Co’ and not ‘Simon, Grant & Co’, as published. 


Personal 


Messrs SHIPLEY, BLACKBURN, SUTTON & Co, 
Chartered Accountants, of Broadmead House, 21 
Panton Street, London, SW1, announce that they 
have admitted, as a partner, Mr C. A. BRISLEY, 
A.C.A., who has been a member of the firm for a 
number of years. The style of the firm will remain 
unchanged. 

Messrs ARTHUR A. CrawLey & Co, Chartered 
Accountants, of Ottawa, announce the opening of an 
office at 14 Howick Place, London, SW1. Telephone: 
Victoria 0231. 

Messrs CHALMERS, WADE & Co, and Messrs KENT, 
BRIERLEY & FISHER, Chartered Accountants, announce 
with deepest regret the death of Mr G. M. W. West, 
F.C.A., on April 18th, 1955. 

Messrs (top & Murray, Chartered Account- 
ants, of 44 West George Street, Glasgow, Ca, 
announce that they have assumed as a partner Mr 
Jan WILSON SHANKLAND, M.C., C.A., son of Mr 


WILLIAM SHANKLAND, C.A., formerly a member of the 
firm. Mr IAN SHANKLAND has been a senior assistant 
in the firm since January 1948. 

Messrs Hays, AKERS & Hays, Chartered Account- 
ants, of I Queen Victoria Street, London, ECA, 
announce that as from April rst, 1955, Mr WILLIAM 
BUCHAN HENDERSON, A.C.A., has been admitted into 
partnership. The name of the firm will remain 
unchanged. 

Messrs Forp, RHODES, THORNTON & Co, Char- 
tered Accountants, Times of Ceylon Building, 3 
Bristol Street, Colombo, I, Ceylon (P.O. Box 186), 
announce that Mr RICHARD Joyce WALKER, A.C.A., 
and Mr ERIC JULIAN BATHE, A.C.A., senior assistants 
of the firm, have been admitted as partners with effect 
from April rst, 1955. The name of the firm remains 
unchanged. 

Messrs METCALFE COLLIER, HAYWARD & BLAKE, 
of 199 Piccadilly, London, Wr, and 8 Cross Street, 
Reading, announce that they have opened a further 
branch office at Metward Chambers, 111 Cecil Road, 
Enfield. 

Obituary 
ALFRED JOHN DOWNS, T.D., F.C.A. 


It is with deep regret that we record the death of 
Colonel A. J. Downs, T.D., F.C.A., on April roth, at the 
age of 86. Colonel Downs was the founder and senior 
partner of the firm of A. J. Downs and Co, Chartered 
Accountants, of Hull and Grimsby. He had attended 
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the office every day until two years ago when he had 
pneumonia. 

Educated at Glasgow High School and Hull and 
East Riding College, he was admitted an Associate 
of the Institute in 1893 being elected a Fellow in 1903. 
He founded the firm of A. J. Downs and Co in 1913 
and became a partner in the firm of J. Geoffrey 
Hanwell and Co, Chartered Accountants, of Hull, 
in 1948. 

Colonel Downs was the instigator and a founder 
member of the Hull, East Yorkshire and Lincoln- 
shire Society of Chartered Accountants in 1927 and 
served as president from 1927-30. He also took a 
keen interest for nearly forty years in the Chartered 
Accountants’ Students’ Society of Kingston upon 
Hull and for some years was president. 

He served in the Volunteers for many years, being 
commissioned in 1891. On the conversion of the 
Volunteers to the Territorial Army he became the 
first commanding officer of the East Riding Royal 
Garrison Artillery and in May roro was appointed 
honorary colonel of the unit. On this occasion he was 
presented with a grandfather clock, in recognition of 
his unit being the first to reach full strength in the 
district and of one. of his batteries winning the 
King’s Prize in the National Artillery Association 
competition; also for his ‘signal ability in the organiza- 
tion, equipment and training of the Corps’. 

Colonel Downs took a great interest in the Newland 
Orphan Homes (now the Sailors’ Children’s Homes), 
being elected to the board of management in 1921 


and serving as chairman from 1942-46 and as presi- . 


dent from 1944 to the time of his death. He was a 
member of the Council of the Hull Literary and 
Philesophical Society for a long period and wasa 
director of the Hull Royal Institution for many years. 
He was also a director of a number of companies. 


JOHN MYERS, F.C.A. 


We have learned with regret of the death on April 
roth, at the age of 81, of Mr John Myers, F.c.a. 

Having qualified in Edinburgh as a Writer to the 
Signet he came to London in 1904 to enter the 
accountancy profession and was admitted an Associate 
of the Institute in 1907. 

In 1908 he founded the firm of Myers, Davies & 
Co, in which he remained the senior partner until his 
death. He was elected a Fellow of the Institute in 
1917. 

"ës his earliest days in London, Mr Myers was 
an active member of the Chartered Accountant 
Students’ Society, serving on the committee from 
1904 and acting as honorary treasurer from 1932. 
Upon his retirement from the latter office in 1949 he 
was elected a vice-president of the society. f 

He was chairman of the London Members’ 
Committee of the Institute for the year 1935-36 
and in 1936 he was appointed joint auditor to the 
Institute. He also acted as joint honorary auditor 
to the Chartered Accountants’ Benevolent Association 
from 1948. 


THE ACCOUNTANT 


April 30th, 1955 


Outside the profession, one of his many interests 
was the London Watsonian Club of which he was an 
active member for fifty years, acting as secretary from 
1913 to 1919 and as president in 1922 and 1923. 


GEORGE MALCOLM WATSON WEST, F.C.A. 
We have learned with regret of the death on April 
18th of Mr George Malcolm Watson West, F.C.A., 
senior partner in the firm of Chalmers, Wade & Co, 
of Liverpool. 

Mr West, who was aged 62, was educated at Mill 
Hill School and commenced his articles in rgro with 
Messrs Bland, Carryer & McAlpin, of Leicester. . 
During the First World War he served with the 
Artists Rifles and then obtained a Commission in the 
Royal Artillery, serving in France with a heavy 
battery and later on the staff of the gth Corps. 

He was admitted an Associate of the Institute in 
1919, and after serving with Messrs Edward Moore & 
Sons in London and Paris, joined the staff of 
Chalmers, Wade & Co, in Liverpool, in 1925, and was 
admitted to partnership in 1927. He was elected a 
Fellow of the Institute in 1932, and was president of 
the Liverpool Society of Chartered Accountants in 
1050-51. : 

Mr West was a keen member of Formby Golf Club 
and of the Chartered Accountants' Golfing Society, 
and was for many years a member of the Exchange 
Club in Liverpool, of which he was president in 
1951-52. He was appointed Bursar of Liverpool 
Cathedral when the Dean and Chapter were consti- 
tuted in 1931 and took a great interest in all the 
cathedral activities. 


In Parliament 
ENDORSEMENT OF CHEQUES: COMMITTEE 
Mr Pace asked the Chancellor of the Exchequer 
to name those who have been appointed to act as 
members of the Departmental Committee to investi- 
gate the question of endorsement of cheques; and to 
state the terms of reference. 

The Financial Secretary to the Treasury (Mr 
Henry BROOKE): My right hon. friend has now set 
up a committee with the following terms of 
reference: 

‘To consider (a) whether, and if so in what circum- 
stances and to what extent, it is desirable to reduce the 
need for the endorsement of order cheques and similar 
instruments received for collection by a bank; (6) what, 
if any, amendment of the Bills of Exchange Act, 1882, 
or other statutory provision should be made for this 
purpose; and to report. 

The following have accepted his invitation to serve 
on the committee: 

‘Mr A. A. Mocatta, ops, Q.C. (Chairman), Lord 
Chorley, M.A., J.P., Mr A. H. Ensor, Mr E. J. Partridge, 
Mr W. K. M. Slimmings, with Miss M. I. Reid of the 
Treasury as Secretary.’ 

The committee will, I understand, be starting its 
work shortly and will make an announcement 
when it is ready to receive evidence. 


Hansard, April 21st, 1955. Oral Answers. Col. 340, 


[Mr W. K. M. Slimmings, c.a., is a partner in Messrs 
Thomson, McLintock & Co — Editor.] 
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London and District Society of Chartered 
Accountants 
The annual general meeting of the London and 
District Society of Chartered Accountants will be 
held at 6 p.m. on Tuesday, May 24th, in the Oak Hall 
of the Institute, Moorgate Place, EC2. 


Stamp-Martin Scholarships 


The Council of The Society of Incorporated Ac- 
countants announces that applications for the award 
of the second Stamp-Martin Scholarship will be 
considered in July r955. 

The purpose of these scholarships is to enable 
members of the Society, and those who intend to 
enter the accountancy profession as members of 
the Society, to undertake a full-time course of 
university study. The amount of each scholarship 
will be £100 per annum for a period not exceeding 
three years, and the number of scholarships current 
in any one year will be limited to three. The Society 
reserves the right to withhold awards if suitable 
applications are not received. 

The scholarship will normally be tenable at any 
university or university college in Great Britain and 
Northern Ireland. 

The various categories within which applications 
will be considered include the following: 

(a) Accountancy students who have obtained honours 
or passed well in the Society’s Intermediate 
examination, and who satisfy the regulations for 
university entrance. 

(b) Incorporated accountants who wish to take a 
university degree. 

(c) Those leaving school with a good certificate of 
general education, who declare their intention to 
qualify as incorporated accountants and to take a 
university degree. Applicants in this category 
should give evidence of attaining a standard of 
education sufficient to secure admittance to a 
university, preferably supported by a letter of 
recommendation from their headmaster. 

(d) University graduates wishing to take a second 
degree in a subject concerned with accountancy 
and who declare their intention to qualify as 
incorporated accountants. 

In all cases applications will require a recommenda- 
tion from the head of an appropriate university depart- 
ment, and later from the Stamp-Martin Professor 
of Accounting. 

. Proposed holders of scholarships will be required 
to take a university course approved by the Society. 

Applications should be sent to the Secretary, The 
Society of Incorporated Accountants, Temple Place, 
Victoria Embankment, London, WC2, not later than 
June 30th, 1955. 


Exeter and District Chartered Accountants 


The eighth annual general meeting of the Exeter 
and District Branch of the Bristol and West of England 
Society of Chartered Accountants was held at The 
Imperial Hotel, Exeter,-on April 14th, following a 
luncheon. 

The report of the committee for the year ended 
December 31st, 1954, records with deep, regret the 
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death of Mr W. L. Barrett, F.c.a., of Ilfracombe, 
who was chairman of the branch in the year 1949-50. 

Membership of the branch at December 31st 
numbered ninety-eight, of whom sixty-five members 
were in practice and thirty-three not in practice. Six 
lecture meetings were held during the year, four in 
Exeter and two in Plymouth and the meetings were 
better supported than in 1953. The committee hopes 
that attendances will show continued improvement. 

The Students’ Society was well supported in 1954 
and at December 31st, had a membership of 121 — 
an increase of eleven members. Eight lectiire meetings 
were held during the year. With a view to improving 
the facilities for articled clerks in the Plymouth area 
and in Cornwall, it is proposed to set up a students’ 
society centred at Plymouth; preliminary arrange- 
ments for setting up such a society have already been 
made. 

It is also hoped to start a group or branch of the 
senior society in Cornwall and it is expected that this 
branch will be active in 1955-56. 

The following officers and members of the com- 
mittee have been elected for the ensuing year: 

Chairman: Mr S. Edgcumbe, }.P., F.c.A. (Plymouth). 

Vice-Chairman: Mr S. R. Perratt, F.c.a. (Taunton). 

Hon. Secretary and Treasurer: Mr John G. Simpkins, 

A.C.A. (Exeter). 

Committee: Messrs J. O. Bussell, a.c.a. (Ilfracombe); 
R. S. Frost, F.c.a. (Taunton); A. L. Goodman, F.C.A, 
(Plymouth); G. W. Heywood, a.c.a. (Exeter); N. G. 


Webber, A.C.A. (Exeter); F. J. Thompson, F.c.a. (Exeter); 
and R. H. Passmore, F.c.A. (Torquay). 


The Chartered Accountant Students’ Society of 
London 


The following meetings of the London Students’ 

Society will be held during next week: 

Tuesday, 8.45 a.m.: Visit to Barclays Bank (limited number). 
7.30 p.m, (at Westcliff-on-Sea): Lecture on ‘Goodwill’, 
by Mr R. J. Carter, B.COM., F.C.A. 

Thursday, 6.30 p.m, (at Guildford); Lecture on “The instal- 
lation of mechanized accountancy’, by Mr L. L. Fellner. 


The East Anglian Chartered Accountants’ 
Students’ Association 


The annual meeting of the East Anglian Chartered Ac- 
countants’ Students’ Association was held at Norwich 
on April 6th, when the report of the committee for 
the year ended December 31st, 1954, and the state- 
ment of accounts were received and adopted. 

The report states that membership of the Associa- 
tion now numbers 157. A tuition course was held at 
the Assembly House, Norwich, in March 1954 and 
proved most successful; the report expresses the 
thanks of the Association to the joint committee of 
students and members of the senior society who 
organized the course, in particular to Mr H. Robinson, 
A.C.A., and to Mr K. T. Boardman, A.C.A., for their 
work and enthusiasm. 

Lecture meetings were held during the 1954-55 
winter session and two visits were also made — one 
to the London Stock Exchange and the Institute’s 
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building at Moorgate Place, and the other to the Norvic 
Shoe Co, when members toured the factory. 

The officers and committee for 1955-56 elected at 
the meeting are as follows: 

President: Mr H. Robinson, A.C.A. 

Vice-President: Mr G. S. H. Dicker, M.B.E., A.C.A. 

Hon. Secretary: Mr A. F. Wilcox, c/o Messrs McAllen, 
Cowen & Simpson, 82 and 84 Prince of Wales Road, 
Norwich. 

Hon. Treasurer: Mr D. J. Beckett. 

Hon. Auditors: Messrs M. Le Page and A. J. Davis. 

Committee: Messrs K. T. Boardman, A.C.A., G. A. G. 
Oldfield, a.c.a., K. S. Dugdale, B.A., M. Mackintosh, B.A., 
R. H. Pearson, P. Diamond, and R. E. Bardwell, 


Preston and District Chartered Accountant 
Students’ Society 


At the recent annual general meeting of the Preston 
and District Chartered Accountant Students’ Society 
the following officers were elected for the year 
1955~56: 

President: Mr W. Hare, jnr., M.A., F.C.A. 

Vice-President: Mr F. W. Freeman, F.C.A., F.S.A.A. 

Hon. Secretary: Mr P. R. Rawson, c/o Messrs Wilkinson 

& Freeman, Starkie House, Starkie Street, Preston. 

Hon. Treasurer: Mr K. Ashcroft. 

The report of the committee for 1954 presented at 
the meeting shows membership to have increased from 
ninety-one to ninety-eight members during the year. 
The tuition lectures sponsored by the Manchester 
Society of Chartered Accountants and its North 
Lancashire Branch commenced in October, but 
the number of enrolments was not as high as last 
year, and once again it was regretted that the proposed 
preparatory course had to be cancelled due to 
insufficient support. The committee very much hopes 
that there will be far greater support for the courses 
in the future. 

Two visits were made during the year -one to 
Messrs Thomas Parkinson Sons and the other 
to the Central Records Office of the Royal Insurance 
Company at Liverpool. There were also lectures and 
demonstrations on accounting machines, and a 
number of sporting events were held. 


The University of Birmingham 


The Faculty of Commerce and Social Science of 
the University of Birmingham has arranged to hold 
a course of six addresses on “The accountant in 
industry’ during the summer term. The speaker, 
as visiting lecturer, will be Mr Stanley Dixon, M.A., 
A.C.A., a director and secretary of the Midland Tar 
Distillers Ltd. 
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The Association of Certified and Corporate 
Accountants 


THE PRESIDENT’S DINNER $ 


The President of The Association of Certified and 
Corporate Accountants, Mr W. Macfarlane Gray, 
gave a dinner last Monday at Grosvenor House, Park 
Lane, London. T'he following guests were present: 


Messrs J. W. Alexander (President, Institute of Arbitrators); 
W. F. Archer; F. V. Arnold; C. F. Askew; T. J. Barrett; 
C. P. Barrowcliff; Prof. W. T. Baxter (Professor of Account- 
ancy, University of London); Sir Hugh Beaver (Chairman, 
British Institute of Management); Messrs H. Beer, C.B. 
(Under-Secretary, Board of Trade); R. T. Bell; S. J. D. 
Berger, M.C. (Director, Institute of Cost and Works Account- 
ants); H. Grant Bird; Sir Ian Bolton, ong, H.M.L. (Presi- 
dent, Institute of Chartered Accountants of Scotland); Messrs 
Roy Borneman, oc: F. Bray, c.B. (Under-Secretary, 
Ministry of Education); Prof. F. Sewell Bray; Messrs .A. 
Bundy; J. Bunford (President, Institute of Actuaries). 

Mr F. A. Callaby; Sir Alexander Carr-Saunders (Director; 
London School of Economics); Messrs V. R. Chennell; L. F. 
Cheyney (Secretary, Institute of Municipal Treasurers and 
Accountants); F. Cleland (Vice-President, Institute of Char- 
tered Accountants in Ireland}, T. K. Collett (Chief Commoner, 
City of London); J. Cowen (Assistant Secretary, Board of 
Trade); I. A. F. Craig, O.B.E. (Secretary, Society of Incor- 
porated Accountants); L. J. Davey; C. R. M. Davidson 
(Assistant Secretary of the Association); R. Dawes; G. W. 
Dawson; Derek du Pré (Editor, ‘The Accountant’). 

Mr D. R. Esslemont; Sir Archibald Forbes; Messrs A. R. 
Frethey (New Zealand Society of Accountants); C. G. 
Garratt-Holden (Secretary, Building Societies Association); 
Montagu Gedge, q.c.; E, J. Geser (American Accounting 
Association); T. Goodall; E. Greenhill; J. E. Harris; W. E. 
Harrison (President, Institute of Cost and Works Accountants); 
Sir Graham Hayman (President, Federation of British 
Industries); Messrs J. H. Hills; D. V. House (President, 
Institute of Chartered Accountants in England and Wales), 
Sir Harold Howitt, G.B.E., D.s.O., M.C, 

Lord Inman, pc: Messrs W. Jackson; P. Jardine; C. V. 
Jarvis, J.p.; F. H. Jessop (President, The Law Society); 
'T. R. Johnson (Vice-President, Institute of Municipal Treas- 
urers and Accountants); Sydney C. Jones; Dr L. Kennett; 
Lord Latham, J.P. (Immediate Past-President of the Associ- 
ation); Messrs J. C. Latham, D.L, (Director of the Association); 
H. G. Lazell; Sir Frank Lee, K.C.B., c.M.G.; Messrs: M. A. 
Liddell; Leo T. Little (Editor, ‘Accountancy’); T. G. Lund, 
rage (Secretary, The Law Society); M. F, MacCormac; 


+ 


S. MacIver, M.C. (Secretary, Institute of Chartered - 


Accountants in England and Wales}; W. Macleod, E. H. V. 
McDougall (Secretary, Institute of Chartered Accountants 
of Scotland); E. H. S. Marker, c.B.; M. Megrah (Secretary, 
The Institute of Bankers); A. C. S. Meynell (Vice-President 
of the Association). 

Messrs Bertram Nelson (President, Society of Incorporated 
Accountants); J. R. Norman; W. Charles Norton, M.B.E., 
M.C.; F. Cameron Osbourn, M.B.E. (Secretary of the Associa- 
tion); V. J. Oxley; A. B. Pitcher; Sir Richard Powell, Bt., 
M.C. (Director-General, The Institute of Directors}, Messrs 
T. R. Powell; C. W. A. Ray; J. P. Shaw; Rt. Hon. Sir 
Hartley Shawcross, Q.C., M.P. (Chairman, The. Bar Council); 
Mr J. R. Sparey (an Assistant Secretary of the Association); 


Maj.-Gen. Sir Edward L. Spears, K.B.E., C.B., M.C. (Chatr- 
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| aman, Institute of Directors); Messrs E. Spencer; Stanley A. 
_ Spofforth (Immediate Past-President, Institute of Taxation); 
| Ronald Staples (Editer, ‘Taxation’); W. E. Stepto; G. I. 
Stewart (Vice-President, Institute of Chartered Accountants 
| of Scotland). 
e Messrs F. V. Thompson; J. Tonkyn; Donald Tyerman 
(Deputy Editor, ‘The Times’); Hon. Sir Harry Vaisey; 
Messrs H. E. West; E. T. Wesimacott; W. A. Whitehead; 
F. Wilson, 0.8.£., J.P., E. W. Workman; C. W. Wray; Sir 
Richard Yeabsley, Gap, (Vice-President, Society of 
‘Incorporated Accountants). 


There were no formal speeches. The President 
informally welcomed the guests and Sir Ian Bolton 
expressed appreciation on their behalf. During the 
evening, entertainment was provided by Raoul. 


SHEFFIELD AND District STUDENTS’ SOCIETY 


A week-end school is to be held at Ashover Country 
Hótel, Ashover, Derbyshire, from May 2oth to 22nd. 
'Fhe director of studies will be Mr V. S. Hockley, 
B.COM., C.A., A.A.C.C.A. 


` South of England District Society of 
Incorporated Accountants 


The annual dinner of the Southampton and District 
Section of the South of England District Society of 
Incorporated Accountants was held at The Polygon 
Hotel, Southampton, when Mr R. A. Etheridge, 
¥.S.A.A., President, welcomed a distinguished gather- 
ing representing the business and professional life 
of Southampton, Bournemouth and Portsmouth. 

Among the guests were Alderman R. H. Hammond, 
O.B.E., J.P., Mayor of Southampton; Mr Bertram 
Nelson, J.P., F.S.A.A., President of The Society of 
Incorporated Accountants; Mr N. C. S. Down, 
Senior Principal Inspector of Taxes, Board of In- 
land Revenue; Mr F. L. Freeman, C.B.E., M.A., 
and His Honour Judge Tylor, oc, 

Alderman Hammond responded to the toast of 
“The County Borough of Southampton’ and the 
toast of “The Society of Incorporated Accountants’ 
was proposed by Mr Down. Mr Nelson responded 
to the toast and expressed the hope that the wording 
of Finance Bills in the future might be more readily 
understandable. He also referred to the three cardinal 
points upon which the profession rested — trust, 
independence and integrity. 


The Institute of Industrial Administration 


The London Branch of The Institute of Industrial 
Administration held a dinner at The Hyde Park Hotel 
on the thirty-fifth anniversary of their foundation. 
Mr L. E. Warner, Chairman of the Branch, and Mrs 
| Warner, received the guests, who included Mr J. C. 
Jones, Director of Education of the Polytechnic; 
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Mr H. F. Spencer, Chairman, British Institute of 
Management; Dr Harold Whitehead, Chairman, 
Institute of Industrial Administration, and the Rt. 
Hon. the Earl of Verulam. 


Proposing the principal toast, Mr J. C. Jones referred to 
the founders of management teaching with particular 
reference to Elbourne, Rose and Urwick, and Elbourne’s 
initial feeling of discouragement. He described some of the 
successes they met with later. 

Mr Jones’s experience of many countries persuaded him 
to believe that this one led them all in the field of manage- 
ment study, mainly through part-time day release schemes. 

Dr Whitehead compared the Institute’s present strong 
position with 30 branches and 100 colleges interested in- its 
educational efforts, with the early difficulties, 

Mr H. F. Spencer referred to the Chancellor’s object in 
increasing the standard of living and he stated that to 
achieve it there must be considerable improvement in the 
field of management. 


Chartered Accountants’ Hockey Club 


In their last game of the season, played at the Bank 
of England Sports Ground at Roehampton on 
April 6th, the Chartered Accountants’ XI defeated 
the Bank of England by the close margin of 2 goals 
to I. 

In the first half, neither side settled down though 
the Chartered Accountants’ forward line was more 
dangerous in the circle. I. Ferris, at centre-half, with 
W. L. Rowland and P. D. Clarke as wing-halves, 
kept the ball up with the forwards. The Bank broke 
through the Accountants’ defences in the early part 
of the game and were the first to score. Shortly 
afterwards, M. A. Charlton carried the ball from the 
left-wing into the circle and scored with a hard shot. 
W. `L. Rowland put the Chartered Accountants 
ahead after an exchange of shots in the Bank circle 
following a corner. The score stood at 2~1 at half-time 
and although both sides tried hard, their respective 
defences held out and no further goals were scored 
in the second half. 

The Chartered Accountants were represented by: 

J. R. Chadwick (Reigate); A. R. Tunnicliffe (Surbiton); 
R. Breakell (Gerrards Cross); W. L. Rowland (Captain) 
(Purley); I. Ferris (Hawks); P. D. Clarke (Blackheath); 
P. C. Flory (Wimbledon); R. D. Cumming (Epsom); R. J. C. 


Mallinson (Hampstead); J. M. Mann (Hawks); M. A. 
Charlton (Polytechnic). 


ANNUAL REPORT FOR 1954-55 SEASON 


The Chartered Accountants’ Hockey Club has had 
another successful season and continues to expand 
its membership. The Club is now composed of 94 
members as compared with 72 at the end of last 
season and includes 15 county players. Mr W. 
Thomas, the Welsh international and centre-half has 
joined the Club this season. 
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The policy of the Club committee is to increase 
fixtures as the membership grows and one or two 
summer games are being arranged. It is intended to 
hold the Members v. Articled Clerks match at the 
beginning of the 1955-56 season when a Colours v. 
Whites match will also be held. 

The matches played and the results for the season 
were: 


Law Society . lost 2~3 
Stock Exchange lost 2-4 
owe I~ 


Insurance Hockey Association n 5-4 

Oxford University Occasionals cancelled We 

Bank of England ‘ won 2~I 
Members v. Articled Clerks Members won ot 
Articied Clerks 

v. Bristol and Cardiff Students’ Societies lost 1-2 

v. Solicitors’ Articled Clerks won 12-4. 


The members of the Club committee for the 
1955-56 season are Messrs P. C. Kay, J. S. Kinross, 
J. D. Liggatt, C. O. Merriman, W. L. Rowland, and 
D. A. Tripp. 


v. 
Q. SN 
u. Chartered Surveyors .. 
v. 
v. 
Y. 
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Players who are interested in joining are invited to 
get in touch with the Hon. Secretary, Mr C. O. 
Merriman, at 3 Frederick’s Place, Old Jewry, EC2. 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or May ist, 1880 
A leading article entitled 
THE INSTITUTE OF ACCOUNTANTS 


The ninth (and having regard to recent events, 
probably the last) Annual General Meeting of the 
Institute of Accountants was held on Wednesday. 
The Charter of Incorporation, the draft of which was 
approved by Her Majesty the Queen a short time ago, ` 
naturally formed the main topic of reference in the ` 
report. Irrespective of this the meeting was pleasantly 
occupied with a short discussion as to the distribution 
of funds, and other preliminaries to the performance 
on the part of the Institute of what the Japanese 
call the “happy dispatch.” 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


The Society has learned with regret of the death of 
Mr John Myers, F.C.A. Mr Myers was connected with 
the Society for over half a century and was successively 
a member of the Committee, Honorary Treasurer and 
Vice-President. 

The Committee announces the election of Mr 
G. B. C. Hughes, B.A., A.C.A., to fill the office of Vice- 
Chairman. Mr Hughes has been a member of the 
Committee since October 1953 and has for some time 
served as Debates Secretary. 


Branching Out 


March zotb saw the inaugural meeting at Luton of the 
fourth of the Society’s branches. As the Society now 
boasts of over four and a half thousand members a 
little local government is obviously desirable and much 
credit is due to the enthusiasts who made the first 
moves. 

Past - 


The spring general lecture session finished with a 
‘mock income tax appeal’ which attracted a very large 
audience indeed. The interview with an Inspector of 
Taxes was carefully planned and, in the general 
opinion, effectively presented. 

Several of the lectures delivered over the past two 
sessions have been reported in full in The Accountant, 
but those who attend the lectures regularly will doubt- 


less agree that the spoken word is often more effective 
than the written. Certainly those who listened recently 
to Sir Thomas Robson will not easily forget his pungent 
exposition of ‘Professional ethics.’ 

The Introductory Course also ended last month, 
showing a higher average attendance than in any 
previous year. 

~ and Future 
The Dance Subcommittee announces that the date 
of the winter dance has been moved to December 23rd. 
Details will be given nearer the time. 

Many members are reputed to go out of town during 
May either on audit or to study. They are reminded 
that provinctal students’ societies — of which there 
are over twenty-five — are always pleased to welcome 
them to their meetings. 


Sport 

The newly-formed chess club held the Admiralty to 
a draw in a recent match and plans an ambitious 
programme for the future. The Association football 
team won four of their matches and drew the other 
three. Less successful were the squash team who won 
only two of their seven matches — though admittedly 
many of their games were against older and more 
experienced men. 

It is hoped to publish the next London Students’ 
Column in The Accountant dated May 28th. 
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THE FINANCE BILL Hl 
REMAINING STAGES 


HE progress of this year’s Finance Bill towards the 

Statute Book has proceeded at a remarkable speed. The 

text was available at the close of the Budget Speech, the 
Committee stage was reached and completed eight days later, 
and the lapse of a further two days saw the completion of the 
third reading. On 'Tuesday of this week the Bill was read a third 
time in the House of Lords and was passed. It was to receive 
the Royal Assent on Friday. 

The Commons Committee stage was very brief. This was largely 
due to the fact that the skilful drafting of the Budget resolutions 
was such as severely to limit the number of amendments which 
could be moved to the Bill. Moreover, despite a certain acrimony 
which was noticeable from time to time in the debates, the Bill 
was substantially accepted by the Opposition. 

Clause 1 of the Bill, which for 1955-56 imposes a standard rate 
of income tax of 8s 6d, and imposes surtax for both 1954-55 and 
1955-56 at the same rates as for 1953-54, was not the subject of 
any amendment. It was not open to the Opposition to propose 
a higher rate than 8s 6d and of course they were not in favour of 
any further reduction. In the course of the debate on the clause, 
one member suggested the abolition of the expression ‘standard 
rate’ on the ground that apart from companies very few taxpayers 
paid it. No one whose income was wholly earned paid at the 
standard rate; he either paid at less than the standard rate, because 
of earned income relief, or at more than the standard rate. Of 
course, the device of the standard rate is a most useful one in 
view of our dependence on taxation by deduction at source. 

Clause 2 amends the scheme of personal allowances and reduced 
rate reliefs. As regards the increase in the single personal allowance 
from {110 to {140, and the married allowance from {210 to 
to £240 (clause 2 (3)), an Opposition member moved that it be 
withheld from surtax payers. This of course would cause con- 
siderable administrative inconvenience since the fact of liability 
to surtax for a particular year cannot be known for certain until 
the year has ended. 

The Opposition sought to amend clause 2 (7) (reduced rate) 
by restoring the existing {100 for the first band in place of £60. 
The reduction of this band has largely nullified the increase in 
personal allowance. Answering the debate the ECONOMIC SECRETARY 
TO THE TREASURY said: 


‘In fact, no one will altogether pay more tax as a result of the 
joint proposal to increase the personal relief and at the same time to 
cut £40 from the first band of the taxable income of individuals.’ 
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This statement seems to be inaccurate. Expressing 
the reliefs in terms of tax reductions, which is the 
legal form in which the reliefs are cast, the 
position of a single individual paying tax at 


standard rate is affected by the two changes in 


the following way: 


Reduction in reduced rate relief £ + d 
(#£roo—/6o= Lac) at 6s 3d I2 10 O 
Increase in personal allowance 
(£140—f120=£20) at 8s 6d 8 10 o 
Net increase in liability .. £4 ° o 


Offfcourse, this loss in relief is masked by 
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the general fall in the rates of tax payable. 

Answering the debate on the standard rate, 
Mr BUTLER gave some interesting statistics. He 
said that counting husband and wife as one, there 
were some 25°3 million people with incomes. In 
1955-56 only 174 million would be paying 
income tax. Of the remaining 73 million, 4 million 
would benefit from the increase in National 
Insurance pensions. Thus, all save 33 million 
were beneficially affected by the Budget. He 
gave other figures to show that for people with 


less than {10 a week there had been a 50 per cent , 


cut in direct taxation since the change of 
Government in 1951. 


CHARITY COMMISSION REPORT 


are more than 100,000 separate charities 

subject to the jurisdiction of the Charity 
Commissioners, the accounts of less than 30,000 
of them were submitted to the Commission 
during 1954. This is revealed by the report of the 
Commission for that year (its one hundred and 
second) which has just been published.? 

The total number ‘of accounts submitted in 
that year was 42,482, of which 26,463 related to 
1953 or 1954, another 8,252 related to 1952, 
and the remaining 7,767 related to earlier years. 
Although the total number of accounts received 
in the year was up by 230, the number of separate 
charities covered fell from 30,342 to 28,652. Of 
course many charities are so minute that the 
word ‘accounts’ is perhaps too grand to describe 
a summary of their transactions. A charity may 
hold, say {100 war loan, the interest on which is 
applied automatically to, say, the repair of some 
public property. Nevertheless, it seems probable 
that some quite substantial charities are failing to 
comply with accounting requirements. 

The growth in the total number of charities 
continues, and no doubt it is to some extent not 
unconnected with the very considerable tax 
advantages which the status brings. During the 
year 1954 another &85 new endowed charities 
came to the notice of the Commission. Some idea 
of the total funds held by charities can be gained 
from the value of stocks and securities held by 
the Official Trustees of Charitable Funds, which 
on December 31st, 1954, stood at over £128 
1 H.M.S.O. rs net. | U 


i LTHOUGH it has been estimated that there 


million on 74,336 separate accounts. Over £113 
million of this was in British funds, which 
represents much the same percentage as in 1948. 
In view of the creeping inflation which has been 
going on continually since 1948 this can -only 
be regarded as unfortunate for the charities 
concerned, or rather for their beneficiaries. Of 
course, it is not in the normal case open to 
trustees of charities to invest in equities. It 
seems that only a minute proportion of the 
£128 million is, in fact, so invested. It is a 
melancholy thought that the beneficiaries of 
charities have in general been contributing in no 
small way to the capital accretions enjoyed by the 
owners of property and equities as a result of the 
fall in the value of money. 

During the year the Commission sanctioned 


460 schemes for the regulation of individual ` 


charities. Three of these each required an Act of 
Parliament and are set out in an appendix to the 
report. Two of them concern almshouses. The 
report specially mentions the work done in 
maintaining and resuscitating ancient almshouses. 
These are a picturesque and common feature of 
English life and it would be a pity if they were 
entirely replaced by public institutions. The 
mounting costs of repair and the necessity in 
many cases for modernization are making it 
difficult for some of the almshouses to be kept 
up. However, as the Commission points out, 
help is often forthcoming in the way of grants 
under the Housing Act, 1949, and from such 
sources as the National Association of Almshouses 
and the Pilgrim and Dulverton Trusts. 


—— 
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THE PRINCIPAL, THE ARTICLED CLERK. 
AND THE UNIVERSITY-I 


by S. V. P. CORNWELL, M.C., M.A., F.G.A. 


university education of prospective mem- 

bers of the accountancy profession — known 
as the ‘university scheme’ — is reviewed every two 
or three years at a joint conference of representa- 
tives of the universities and the profession, and 
the most recent conference indicated that the 
scheme is regarded as having made satisfactory 
progress to date. 

The conference, however, took note of certain 
difficulties, and in particular of the major 
difficulty of publicity for the scheme within the 
profession. Large numbers of accountants are 
not aware of the scheme: and, of those who are 
aware of it, not all are favourably inclined. 

But this is not the whole of the difficulty. 
Experience both with university graduates as 
articled clerks, and in interviewing potential 
articled clerks who are still at school, has led 
the author to the conclusion that even where 
principals are aware of the scheme and favourably 
disposed towards it, they find great difficulty in 
translating their benevolent attitude into practical 
advice to the parent of any potential articled 
clerk who may consult them. 


T= progress of the joint scheme for the 


Practical Side of the Principal’s Approach 


This experience, coupled with discussion on an 
unofficial basis with university students who have 
_chanced to seek advice while looking for articles, 
indicates that a few hints on the practical side of 
the principal’s approach to the matter might be 
of general interest. 

Let us suppose that a chartered accountant in 
practice is approached by the parent of a boy 
who desires to become articled and that the 
accountant feels an obligation at least to mention 
to the parent the university scheme. How should 
he go about the matter? The following steps are 
suggested: : 

The first consideration is the boy’s age, and 
for this purpose only one distinction need be 
drawn. Is the boy 17 or over (i.e. in his last year 
at school), or is he younger? 

If he is younger, then the first problem has 
nothing to do with the principal, but everything 
to do with the boy’s headmaster: if the boy is of 
an intellectual standard at which he may hope to 
obtain in due course financial assistance in the 
form of a scholarship to a university, then his 


headmaster should have a very shrewd idea by 
the time that the boy is 16, i.e. by the time he is 
likely to be looking round for articles, and the 
headmaster either will or will not be keen to 
keep the boy an extra year at school. 

To take the simpler case first: if the headmaster 
is not keen to retain the boy, the implication is 
that if he gains admission to a university, the 
parent will have to bear the whole cost, and 
in all but the exceptional case, he will not want to 
do this and finance the boy, either wholly or 
partially, during the period of articles as well. 
Further, it is very doubtful if the boy would in 
any event be suitable material for a university 
education. Accordingly, the principal need have no 
qualms about treating the application on its merits 
purely as an application for five years’ articles, 
without any reference to the university scheme. 

The alternative position that could arise with 
a 16-year-old is where the boy’s headmaster is 
keen to retain him for another year and thinks he 
has a fair chance of a university scholarship. In 
this case, the principal can explain to the parent 
that he really has to take a gamble. This gamble 
has two aspects: first, if he leaves the boy at school 
for another year, and the boy does not reach the 
standard expected, then the boy will miss State 
aid towards university training and will merely 
have spent another year at school thereby 
delaying his articles by one year. Second, even if 
the boy is successful in attaining a university 
scholarship, the educational ‘means test’ may so 
reduce the amount of the financial aid that the 
bulk of the burden will still have to be carried 
by the parent. 

If the parent is prepared to take this gamble, 
then, in the author’s opinion, the principal is 
under a moral obligation to deal in detail with the 
possibilities of the university scheme. 

If a boy is between 17 and 18, i.e. in his last 
year at school, the principal’s obligation 1s 
clearer. It is probable that the fact that he is 
still at school at that age means that he has a 
good chance of State aid at a university: if so, the 
principal is probably again under a moral 
obligation to refer to the university scheme. 


The University Scheme and the Alternatives 


The next step can be taken only after this 
preliminary position has been cleared up — which 
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in practice usually means sending the parent 
away to have a talk with the boy’s headmaster 
before anything else can be done. Once this is 
done, the principal and parent can then turn 
from educational considerations to the merits or 
demerits of the university scheme as such, on the 
assumption that if the boy is going to a university, 
he has a good chance of financial aid thereat. 

This stage is, of course, the heart of the 
problem, and if it is to be adequately considered, 
a preliminary step is for the principal to have a 
clear grasp of just what is meant by the university 
scheme, and what the alternatives are. 

Considerable confusion exists about what the 
scheme is: this stems from the fact that there are 
two methods by which a boy can graduate at the 
university and complete his articles within a space 
of five and three-quarter years, and the phrase 
‘university scheme’ might in fact cover either: 
but it is technically used to cover one such 
method only. 

The university scheme proper implies that a 
boy enters into articles for five and three-quarter 
years before he goes to the university: the first 
two and three-quarter years of the articles are 
spent at the university, and the remaining three 
in the principal’s office. 


The ‘Independent Graduation’ Method 


There exists, however, another procedure, which 
has been much longer established, whereby any 
graduate of a British university can enter into a 
shortened term of three years’ articles and hus: 
achieve both a university degree and professional 
qualification within the space of five and three- 
quarter years. For the rest of this article, for want 
of a generally accepted term, this scheme will be re- 
ferred to as the ‘independent graduation’ method. : 
It is the author’s opinion that this procedure is 
incomparably more advantageous than the univer- 
sity scheme, and that if the principal is going to 
recommend a university education, then he 
should recommend the independent graduation 
method to potential articled clerks in all but the 
exceptional case. . 
These views are, of course, heretical. Because 
as such, they may stimulate discussion, they are 
set out below: and practical experience has 
convinced the author that his view is increasingly 
shared by those who have actually graduated at a 
university and served under articles, and are 
therefore in the best position of all to judge. 


Advantages of the University Scheme 


What are the supposed advantages of the 
university scheme proper? They are: 


THE ACCOUNTANT 


May 7th, 1955 


Firstly, exemption from Intermediate examination. 

As far as the author is concerned, this is 
entirely a drawback. If a university graduate 
cannot pass his Intermediate professional examin- 
ation after eighteen months in the office, then his 
intellect has failed to profit from his university 
education. The point of taking the professional 
Intermediate examination is that it provides a 
preliminary canter for the Final, which is all the 
more valuable because the latter examination is 
quite unlike a university examination, with 
which alone the candidate of this character will 
hitherto have been familiar: it follows from this 
that exemption from the Intermediate is more of 
a handicap than an advantage. 

The second supposed advantage is that the 
articled clerk has access to the principal’s office 
while still at the university, during the vacations. 

It is a source of amazement to the author that 
the university representatives ever accepted this 
contention. If a boy is lucky enough to obtain a 
university education, it is a complete waste of 
three unique years to spend any part of any 
vacation in an accountant’s office. The vacation 
is an integral part of a university career, and there 
is an immense variety of opportunities, e.g. for 
travel, for work overseas, etc., open to the under- 
graduate during vacations — quite apart from 
private reading. If the undergraduate is incapable 
of benefiting from these opportunities and prefers 
a little routine work in an accountant’s office, then 
he ought never to have gone to a university at all. 

The third supposed advantage of the university 
scheme is that the boy has a ‘berth’ in a profes- 
sional office waiting for him when he leaves the 
university. This the author accepts as being very 
desirable from many points of view: but it is not 
the fact that the only way of obtaining this nexus 
between the undergraduate and the professional 
office is for the undergraduate to enter into 
articles immediately before, or in the early part of, 
his first term at the university. 

There is an alternative — and equally appro- 
priate — method of arranging a ‘berth’ in a 
professional office. During his last year at the 
university, an undergraduate can arrange with a 
professional firm to take up three-year articles in 
the June or July of the year in which his university 
studies finish, and thus be assured of no undue 
delay in starting on his professional career. 

This recital of supposed. advantages can be 
compared with the alternative procedure of 
independent graduation whereby a boy can go 
to a university and graduate in the ordinary way 
and then enter into three-year articles to start 
after his graduation. (To be concluded.) 
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MAKING THE BEST USE OF 
THE ACCOUNTANT 


by W. G. A. RUSSELL, F.S.A.A. 


N the latter half of the nineteenth century the 

accountancy profession was mainly concerned 

with insolvency matters. The Bankruptcy Act 
of 1869 provided plenty of work for the comparatively 
small number of accountants then in practice. Audit- 
ing, in the sense in which we know it today, was then in 
its infancy, while the modern developments of the 
profession in the spheres of 
company accounts (including 
group accounts), of cost ac- 
counting, management account- 
ing, taxation work and so on, 
were as yet unknown. 

In this connection you will 
note with interest an extract 
from the Royal Charter granted 
to The Institute of Chartered 
Accountants in May 1880: 


“That the profession of Pub- 
lic Accountants in England and 
Wales is a numerous one and 
their functions are of great and 
increasing importance in res- 
pect of their employment in 
the capacities of liquidators 
acting in the winding-up of 
companies and of receivers 
under decrees and of trustees 
in bankruptcies or arrange- 
ments with creditors and in 
various positions of trust under 
Courts of Justice as also in the 
auditing of the accounts of 
public companies and of part- 
nerships and otherwise.’ 


The Bankruptcy Act of 1883, which established 
_for the first time the office of Official Receiver, 

led to a great reduction in the volume of insolvency 
business handled by the professional accountant, 
but meanwhile the development of the joint 
stock company movement provided a new and 
growing field of activity for the profession. From 
being mainly concerned with insolvency matters it 
gradually transferred its attention to the field of 
auditing. In the year 1879 banks were first required 
to employ auditors, but it was not until the year 1900 
that a new Companies Act first required every com- 
pany to do so. This Act of 1900 was the spur which 
led to skilled application of the technique of auditing 
which can be said to have been properly evolved in 
- the early years of the present century. 


Expansion in the Work of the Profession 
Prior to the outbreak of the First World War in 1914, 


A lecture delivered to the third Small Firms Conference of 
the British Institute of Management on April 3ọth, 1955. - 
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taxation was on so low a scale that only the larger 
firms and companies were required to devote much 
thought to this aspect of their affairs. The imposition 
of hitherto undreamt of rates of income tax, and of 
the excess profits duty, to meet the cost of the 1914- 
18 war, saw a further expansion in the work of the 
profession in the preparation of the accounts of small 
businesses and in the develop- 
ment of specialized taxation 
practice which became firmly 
established in accountants’offiices 
rather than in the offices of 
solicitors. The First World War 
also saw the beginnings of a more 
widespread appreciation of cost 
accounting and the beginnings 
of mechanized accounting. 


Improvement in 
Standard of Training 


There followed a steady im- 
provement between the two 
World Wars in the standards of 
training of accountants for en- 
trance to the professional socie- 
ties and in the tests applied 
in admission by examination. 
The profession also developed 
its own code of etiquette, and 
with the help of research groups 
the leading societies from time 
to time made recommendations 
on accounting principles for the 
guidance of their members until 
it could well be said that the standing of professional 
accountants in Great Britain was as high as anywhere 
in the world, whilst the British reputation for in- 
tegrity meant that their certificates and reports were 
universally accepted. 

During the inter-war years the profession might 
have been criticized for a somewhat tardy 
appreciation of the importance of such subjects as 
costing, budgetary control and management account- 
ing, while the implications of social accounting had 
not been appreciated except by a few economists 
and one or two accountants with an academic bent. 
The intensive expansion of industry to meet the 
needs of the Second World War, however, saw rapid 
developments in these spheres until today the pro- 
fession is seen to have made great advances both in 
its knowledge of new techniques and in its ability 
to apply them to all spheres of industrial and com- 
mercial activity. 

I have endeavoured to show that there have been 
three main phases of development in the profession; 
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the first when it was mainly concerned with in- 
solvency matters, the second the development of 
skilled auditing practice, and the third, which is 
still in process of being generally understood, the 
much wider sphere of accounting in its development 
as an aid to management. 


The Accountant’s Advance in last Thirty 
Years 


I think it is important that you should appreciate 
the great advance made by the qualified accountant 
of today as compared with his counterpart of twenty- 
five or thirty years ago. A comparison of the exam- 
ination requirements of the leading accountancy 
bodies will in itself suffice to illustrate this but I hold 
the view that the most marked development has been 
not in the mere technical field of examinations but 
in the fact that the profession has since 1918 attracted 
the best type of recruits to its ranks and their ability 
to cope with a great variety of business problems is 
infinitely better than was that of their predecessors. 

As you know, any industrial or commercial 
organization of reasonable size invariably employs its 
own accountant or accountancy staff. Their work is 
concerned not merely with the making of accountancy 
records (in both hand-written and mechanical forms) 
and the preparation of the annual accounts and 
balance sheet, but more particularly with the proper 
organization of the costing and estimating depart- 
ments, compilation of budgets, preparation of short- 
period accounts (generally from month to month), 
business forecasting and illustration, by graphs and 
similar means, of past and future trends. To install 
and operate such systems for the larger industrial 
-units is an expensive matter calling for a high degree 
of skill at the top, supported by well-trained assistants. 

The purpose of my talk is first to emphasize the 
important position of the small firm in the industry 
and commerce of the country, and secondly, to suggest 
how the small firm can use its professional account- 
ants in that capacity which in the larger undertakings 
is occupied by their own internal accounting de- 
partments. 


Place of the Small Firm in the Country’s 
Economy 


It 1s important to recognize the place of the small 
firm or smaller company in the economy of this 
country. At the end of 1952 there were 277,664 
limited companies on the Register, of which 260,789 
were private companies and only 16,875 were public 
companies. The average paid up capital of the 
private companies was slightly below {10,000 as 
compared with an average of £342,625 in the case of 
public companies. 

When we consider also that in the year 1857 only 
348 limited companies existed in this country, the 
importance of the development of the limited 
company principle, and even more the importance of 
the growth in the number of private limited com- 
panies, will be appreciated. 
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The same points are brought home when we 
consider the statistics of the Board of Inland Revenue. 
For the year 1952-53 there were 20 million income tax 
payers but only 255,000 (or approximately r per cent) 
were surtax payers. The total revenue for that year 
from all forms of taxation amounted to £4,438,000,000 
whereas surtax contributed only £131,000,000. These 
figures illustrate the very important part occupied in 
the economy of our country by small undertakings, 
whether private companies, partnerships or sole 
traders. 


Efficiency in the Smaller Businesses 


If Great Britain is to maintain its prosperity and its 
place in the world’s markets then one important 
factor is that the generally efficient standards of 
accounting maintained by the larger undertakings 
must be matched by equally high standards of 
efficiency in the smaller undertakings because the 
part played by the latter is of equal importance to the 
welfare of the country as a whole. 

Indeed, speaking from personal experience I would 
assert that in the manufacturing industries of this 
country, the highest level of efficiency will frequently 
be found in businesses emploving between 200 and 
1,000 workers rather than in many of the much larger ` 
groups. There are notable exceptions of course, 
particularly in trades where large-scale production is 
essential, for example, in the motor manufacturing 
industry, but I am quite convinced that apart from 
these exceptions the smaller units often display a 
measure of efficiency, flexibility and resourcefulness 
equal to and sometimes exceeding that of many of the 
larger concerns. 

It has been well said that the first qualification of a 
good manager is that he should be a good leader, and 
the qualities of leadership are more readily found 
for the smaller undertakings where personal contacts 
are possible and where the problems of management 
are capable of being readily assessed. 


Short-period Accounts 


I suggest that the smaller firms should cease to think 
of their professional accountants as auditors and 
should instead think of them as accountants. You 
should abandon the somewhat slavish regard for the 
annual balance sheet and trading and profit and loss 
account and think in terms of short-period accounts, 
budgetary control and the forecasting of probabilities. 
I would therefore lay down a series of propositions of 
what the small firm should require of its professional ` 
accountant, but before doing so would state what 
in my view the small firm must first present to the 
professional accountant if sound advice and guidance 
is to result. . 


Responsibility of the Client 


It is the responsibility of the client, where necessary 
under the guidance of his professional accountant, 
to maintain a well-kept and well-conceived system 
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of book-keeping. This should be on self-balancing 
lines with monthly proofs of bought and sales ledgers, 
with efficient and satisfactory analyses of sales, 
purchases and wages, and with suttable stock and 
stores records. 

Only from such a basis can the professional 
accountant build a satisfactory scheme of short- 
period accounts, costing data, budgetary estimates 
and such-like information. There is still a great deal 
of room for improvement here and any firm which 
intends to seek skilled advice in the more advanced 
fields of its accounting problems must be prepared to 
face the elementary necessity of employing book- 
keepers who are capable of efficiently maintaining 
the basic records. 


Mechanization 


It may well be that your book-keeping can be im- 
proved by some form of mechanization. Here your 
accountant will co-operate with the expert repre- 
sentative of the selected accounting machine dis- 
tributor. If you do embark on a programme of 
mechanization, do not fail to bring your accountant in 
close touch with vour office during the first few 
months of its introduction and you will thereby avoid 
much possible confusion which can easily arise 
during the period of change-over. 

Under the guidance of your accountant a good 
book-keeper will soon develop the additional skill 
which is called for in furnishing suitable accounting 
information on the lines indicated below. Indeed, 
he will in all probability develop a new interest in 
his job by appreciating its increasing importance. 


Required of the Professional Accountant 


Tf I were the managing director of a small company 
engaged in industry I should first see to it that my 
own records were efficiently kept on the lines indi- 
cated above and then should require of my profes- 
sional accountant, the following: 
~ (a) Short-period accounts covering either monthly 
or quarterly periods showing the trading 
results for that period. If necessary these would 
be based on estimated valuations of stocks, but 
preferably would be based either on physical 
stock-takings or on figures obtained from stock 
control accounts. 

(b) The income and expense items appearing in 
the short-period accounts would need to be 
analysed and broken down in appropriate and 
significant detail. 

(c) The short-period accounts should be prepared 
on cumulative lines showing the build-up over 
the financial year and comparisons with earlier 
periods and with budgetary estimates. . 

(d) Expenditure on wages and salaries would be 
broken down so that direct or operative wages 
could in appropriate cases be used as the basis 
for applying overheads for costing purposes. 

"(el I should require advice on methods of con- 
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trolling stocks of materials, stores and manu- 
factured goods in order to prevent losses arising 
from errors in recording and checking in- 
coming and outgoing goods, and to prevent 
losses through theft and through wasteful usage. 

(f) If the business and/or product comprised 
several departments then the above information 
would have to be given to me in departmental 
form. 

(g) If my product consisted of a single unit or of a 
group of units capable of reduction to a common 
factor, then I should want my monthly or 
quarterly costs and comparisons expressed in 
such unit-cost terms, but if on the other hand 
my costings were to be geared to direct wages 
then I should similarly want my oncost or 
overhead rates to be so calculated. Where 
appropriate, machine-hour costs would have to 
be furnished. 

(h) With the assistance of my accountant I should 
compile budgetary estimates to enable price- 
fixing and sales policy to be determined. These 
budgetary estimates would be compared with 
the actual results reflected in subsequent 
accounts. 

(ü) I should require forecasts of capital needs in 
relation to the budgetary estimates and the best 
advice on how those capital needs were to be 
met. Your accountant can particularly help you 
to avoid running into a position of liquid 
capital stringency if you discuss with him yout 
capital expenditure projects before embarking 
on them. ; 

He will know, too, the extent to which you 
can safely finance expansion out of temporary 
- bank borrowings and the point at which the 
raising of capital in more permanent form 
becomes advisable. This is a constantly re- 
curring problem in the cases of small businesses 
which develop rapidly but only possess limited 
capital resources. It also becomes intensified 
in times of inflation and rising prices. 
Remember that fixed commitments of capital 
result not only from expenditure on buildings 
and plant but also in the form of higher basic 
stocks, a higher volume of debtors and other 
fixed commitments of capital in forms which 
are commonly described under the heading of 
‘current assets’. 


In a Branch of the Distributive Trades 


If on the other hand I was engaged in a branch of the 
distributive trades, say with a small chain of retail 
shops, I should expect equally good service in the 
form of weekly or monthly trading statements 
showing the results at each branch, the point at 
which each branch commences to contribute to my 
general overheads and the point at which it com- 
mences to yield net profits. 

Such a statement should be presented to me not as 
a mass of figures, but in the form of a graph which I 
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could read much more quickly and use for the purpose 
of emphasizing to my assistants their virtues or 
their shortcomings. 

My accountant would also be required to suggest 
scales of commission to be paid to my sales staff 
based on the graphs and I should disclose all this 
information quite frankly to my managers or my 
sales assistants to illustrate the logical basis of the 
commission arrangements which I made with them. 

My accountant would also be expected to devise 
and install a simple and effective system of stock 
control designed to prevent losses and to throw up a 
weekly figure of stocks carried at each branch and at 
head office; also to lay down a routine of periodical 
stock checks for verification purposes. | 

It will be obvious that, if an accountant is to help 
his client by furnishing vital information of this 
nature then his assignment must have the whole- 
hearted support and assistance of his client. He 
should know the right questions to ask and will need 
the fullest co-operation in securing the right answers. 


Quick Approximations a Better Service 


It is a complete fallacy to think that this type of 
information can only be obtained in cases where an 
expensive and complicated internal accounting 
department is maintained. The accountancy principles 
involved are not unduly difficult to master. What is 
much more difficult is to appreciate clearly at the 
outset the ultimate ends to be achieved and avoid the 
pitfall of creating too much paper-work. It is much 
better to obtain reasonably accurate information 
quickly than to obtain absolutely precise information 
too late for it to be of much real use. 

For this reason I advise the avoidance of too much 
detail and of too great an emphasis on absolute 
accuracy. Accountants are learning to appreciate 
that a great deal of zeal is often devoted to precision 
in calculating shillings and pence when much better 
service could be given by the use of quick approxi- 
mations. 

Some may think that for an accountant to say this 
is heresy; personally I am convinced that it is only 
common sense. The most carefully drawn balance sheet 
often contains approximations, e.g. stock valuations, 
depreciation deductions, etc. In short-period accounts 
this is even more so. What is necessary is to arrive 
quickly at approximately accurate results so that a 
budget can be rapidly prepared for the next succeeding 
period. 

It is sometimes thought that the application of 
costing and budgetary control methods applies only to 
manufacturing businesses but this is not so. They are 
of equal importance in the fields of selling and 
distribution and indeed in every department of 
business and commercial activity. | 


Other Matters for the Professional 
Accountant 


There are a number of other matters which I should 
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require my professional accountant to deal with, as 


follows: 

(r) I should call for skilled advice on the affairs of 

my business and of my family in relation to the 

incidence of taxation, namely, income tax, 

surtax and death duties, so that my affairs 

might be arranged in such a way as to ensure 

that I would contribute only my fair legal 

liability in respect of current taxes and that in 

the event of my death the business would not be 
crippled by death duties. 

In these matters my accountant would co- 
operate with my solicitor in formulating 
proposals for consideration. Such proposals 
would embrace possible re-distribution of 
shareholdings, settlements on members of my 
family, covenanted annuities and life assurance 
schemes. My professional advisers would be 
authorized to consult counsel and other experts 
if necessary, so as to obtain the best possible 
advice on these subjects. f 

(2) I should require his advice on the terms of my 
will which must obviously be related to the 
matters referred to above. 

(3) I should seek his advice on such matters as 


pension schemes for my employees, profit- , 


sharing schemes and incentive payments. 

(4) Where new capital is needed in my business I 
should expect my accountant to know the best 
sources from which it could be raised. He should 
know when and to what extent bank finance 
would be appropriate, and when and from 
where capital in more permanent form could be 
raised (e.g. I.C.F.C. etc.) on the best possible 
terms. f 

(s) If my business developed to a point where 
its conversion into a public company became 
desirable I should expect my accountant to 
prepare a scheme for flotation and to know the 
right people to enlist for the purpose of intro- 
ducing the shares to the stock exchange. ` 

(6) If my business was constituted as a private 


limited company and was subject to possible 


directions in respect of surtax on undistributed 
profits, I should expect my accountant to 
advise me on the dividend policy to be followed 
and to assist me in recording in minute form 
the reasons governing the decisions reached. 


Asking a lot of the Accountant 


You may feel that to ask your professional account- , 


ant to be qualified to deal with all these matters may 
be expecting too much. If he is a member of one of 
the recognized bodies he ought to be qualified to 
deal with them but no test of professional qualifi- 
cation ‘can ensure that the individual will, after 
qualifying, so continue his studies and widen his 
experience as to ensure his proper development in 
newer techniques evolved after he has qualified. 
After all, the final tests are those of initiative, a 
love of one’s job and a constant eagerness to improve 
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one's own skill and ability. Inevitably some prac- 
titioners fail in these respects, perhaps through 
overwork or ill-health or inability to delegate their 
work or even through sheer mental laziness. 


Consult a Fellow-practitioner 


If your professional accountant does fail to satisfy 
your requirements in these wider aspects of his work 
then I advise you to suggest to him that he should 
consult a fellow practitioner in the role of specialist. 
There is, I am glad to say, a growing practice in 
the profession for less experienced practitioners to 
call in others who are better equipped to deal with 
specialized matters. 

The man who thinks he knows all there is to know 
about his subject is generally found to be very ignorant 
of it. On the other hand, just as a solicitor will call 
in counsel to advise on matters of special difficulty, 
so an accountant should not hesitate to call in a 
fellow practitioner who has the experience and 
knowledge called for in solving special problems. 

In my own experience J have seen this type of 
professional co-operation work extremely well to 
the benefit of both the accountants concerned and, 
what is of much more importance, to the benefit of 

> the client. 
Professional Fees 


I am bound to add something on the subject of pro- 
fessional fees. You cannot expect skilled service 
unless you are prepared to pay adequately for it. 
The general scale of audit fees paid by smaller firms 
and companies is not high and you should not expect 
to secure additional skilled service at the same relative 
rates of remuneration. 

From my experience in practice I should say that 
to install and run an extended accounting system for a 
business of modest size on the lines indicated in this 
paper will, in the first year, be equivalent to and may 
slightly exceed a full year’s salary for a qualified man 
as a full-time employee, but after the first year the 
cost should be considerably lower. 

- This, of course, is bound to be a generalization 
and the cost must vary not only with the size of the 
business but with the degree of complexity of the 
problems involved. Where the production consists 
of a single unit or a few units of similar type then the 
additional work involved will be much less than where 
the range of products varies considerably and the 
manufacturing processes differ. 

I venture to suggest that your approach to this 
matter should be a bold one, namely, that you are 
prepared to spend money to secure maximum 
efficiency. From my experience I assert with confidence 
that such expenditure will prove to be well worth 
while. , 

I have known the shortcomings of some practising 
accountants to be the direct result of their being 
underpaid for their services. In consequence they are 
overworked and yet cannot afford to employ men 
of sufficient ability to enable work to be delegated. 
A practising accountant needs time to think and to 
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study and this is denied him if he cannot afford to pay 
others to relieve him of less important tasks. 


Conflict of Interests 


You have invited me to describe ways of making the 
best use of your accountant. May I venture to conclude 
by mentioning a few ways in which you should not 
misuse him! T'he practising accountant in this country 
occupies a position where interests can easily con- 
flict. You, his client, employ him as an expert and pay 
his fees but his responsibilities are not to you alone. 

His code of professional conduct imposes on him 
a duty to other parties who are themselves immediately 
concerned in your affairs or may be so in the future. 
Such third parties may include the Inland Revenue 
authorities, your bankers, future investors in your 
business and anyone else to whom your disclosed 
profits and financial position are of immediate 
interest or may become so in the future. 


Regard to Ethics of the Profession 


In all these matters the accountant must have full 
regard to the ethics of his profession and instances 
may occur in which a conflict of interests arises. 
For this reason I would like to take this opportunity of 
pointing out that no client should try and take ad- 
vantage of the professional position of his accountant 
by seeking to suppress or distort information. 

Unfortunately, accountants are often regarded as a 
buffer or shield between their clients and the Inland 
Revenue authorities. This is a dangerous view. The 
position of the accountant is that of expert. He is 
entitled to be informed fully and frankly on all 
relative matters and he, by the exercise of his skill 
and knowledge, should secure for his client fair 
treatment within the limits of the law. 

The fact that the law is sometimes harsh and 
illogical is not his fault and the only remedy lies in the 
pressure of informed public opinion. These com- 
ments particularly apply to such matters of account as 
travelling expenses, entertaining expenses, stock 
valuations and distinctions between capital and 
revenue expenditure. On the whole, the present 
system works very well. The Inland Revenue 
authorities generally rely on the procedure of asking 
a few questions regarding a set of accounts and if any 
differences of opinion arise they can generally be 
settled by good-humoured discussion in a spirit 
of compromise. The whole system of tax collection in 
this country largely rests on the integrity of the 
professional accountant which must be jealously 
guarded if we are to avoid the emergence of a system 
of large-scale bureaucratic inquisition. 

Similarly, if your accountant prepares your 
personal taxation returns you should be prepared to 
give him your fullest confidence including the 
production of private bank accounts and similar 
records when they are called for. By this means you 
will avoid the risk of inadvertent omission of income 
from your returns and by so displaying your confi- 
dence in him you will, in turn, earn his confidence. 
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WEEKLY NOTES 


The Institute’s Annual Meeting 


The seventy-fourth annual meeting of The Institute 
of Chartered Accountants in England and Wales was 
held last Wednesday, as this issue was going to press. 
We hope to publish the President’s address, together 
with a report of the proceedings at the meeting, in 
our next issue. 

Following the Institute’s meeting, the sixty-ninth 
annual general meeting of The Chartered Accountants’ 
Benevolent Association was held, and we hope also 
to publish a report of the proceedings of this meeting 
in next week’s issue. 


Appeal Commissioners’ Rejection of Accounts 


An interesting point on the question of the burden of 
proof which rests on an appellant taxpayer was 
decided by Danckwerts, J., in the High Court on 
Tuesday, in Rosette Franks (King Street) Lid v. 
Dicks. . 

The company had appealed against assessments for 
the twelve years ending 1952~53 on its profits as a 
ladies’ outfitter. At the hearing, certified accounts 
were put in showing profits much below the assess- 
ments, and evidence in support of the accounts -was 
given by the company’s accountant, by its book- 
keeper-secretary, and by its managing director. 

' The company had been the subject of a prolonged 
. investigation by the Inland Revenue Inquiry Branch. 
At the hearing before the Commissioners, evidence 
‘was given of the following. A customer purchasing a 
dress for £30 odd in 1945 had been asked to make 
out her cheque to bearer. After payment the cheque 
bore the endorsement of the company’s managing 
director. The receipt given to the customer did not 
bear the company’s name; nor was there any evidenec 
-that the transaction had passed through the company’s 
books. 

The Commissioners said they were not satisfied 
with the company’s evidence and adjourned the 
case for some two months to give the company an 
- opportunity of offering further evidence. At the 
adjourned hearing neither of the two directors of the 
.company appeared, on account of illness. The Com- 
missioners confirmed the assessments, and the com- 
pany appealed, on the ground that there was no 
evidence to support the decision. 

Before Danckwerts, J., counsel for the company 
complained that the Commissioners had set out all 
the evidence in the stated case without saying 
whether they accepted or rejected it, and he argued 
that the evidence for the company ought to be 
treated as accepted. He made the point that the 
company had in effect been asked to prove a negative, 
namely, that there had been no irregular transactions 
other than the one mentioned above. This was an 

impossible burden to discharge. Once the company 
-had produced certified accounts the burden of proof 


was shifted to the Crown to show that the accounts 
were wrong, and they had done this, if at all, only 
in relation to the year 1945. 

His lordship, while criticizing the way in which the 
case had been stated, said it was clear that the Com- 
missioners had rejected the company’s evidence. 
In his view there was evidence before them on which 
they could properly decide as they had done. He 
accordingly dismissed the appeal. 


The Use of National Statistics 
in Industry 


An article in the March, issue of the District Bank 
Review praises the report of the Verdon Smith 
Committee on the Censuses of Production and 
Distribution! for the thoroughness of its inquiries 
and the objectivity of its conclusions. The authors 
of the article, John Ryan, c.B.E., vice-chairman of the 
Metal Box Company Ltd, and Mr D. T. Liston, 
M.B.E., of the same company, deplore the evidence 
given to the Verdon Smith Committee by trade and 
commercial organizations to the effect that little. 
use was made by them of published census informa- 
tion. They go on to show how their company makes 
use of both census data and the great volume of 
short-term statistics which Government departments 
are now collecting from industry and publishing 
in the various official digests and journals. 

Perhaps the Metal Box Company is more concerned 
with consumer demand than most firms since its 
products find their way into the homes of people 
in this country as well as abroad. To that extent 
one would expect the company to be greatly interested 
in market research, but the extent and variety of 
the statistics which the company makes use of in 
this study come as a real revelation and no doubt 
they have surprised the compilers of the statistics 
themselves. 

In a plea for even more extensive and more care- 
fully compiled statistics the authors say: 

‘More and more business men are learning that 
in a competitive economy the firm with good 
intelligence, in the military sense of the word, 
possesses a great advantage in the direction of its 
operations compared with its less well-informed 
competitors. One wonders, however, sometimes why 
progress to benefit by this knowledge is so slow... . 
Business needs to know more about the factors 
influencing movements in supply and demand and’ 
about the conditions of competition facing its 
products. Properly compiled and interpreted, 
national statistics can be made to yield information 
which can be obtained in no other way. Business is 
at fault if it not only fails to make use of this in- 
formation but also fails to make sure that it is 
produced in forms best suited to their interests.’ ' 


1 Issued in October 1954 and discussed in a leading article 
in our issue of November 6th, 1954. L 
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FINANCE AND COMMERCE 


Stock-markets are suffering from the inevitable 
restriction of business resulting from the General 
Election uncertainty. With continuing sales of in- 
vestments by the banks, the gilt-edged market is dull 
and the weakness is affecting other sections. 


Hide & Co 


The accounts of Hide & Co Ltd, the retail store group, 
for the year to January 31st, 1954, arrived at last, and 
are the subject of this week’s reprint. In a statement 
with the accounts, Mr Leonard P. Jackson, the 
chairman, regretted the delay in their presentation 
but reorganization, he said, took longer than expected. 

Audits have already been completed for the 
majority of businesses in the group for the year to 
January 31st, 1955, and Mr Jackson promises that 
the accounts will be with shareholders by next 

September at the latest. In effect, with the audit 
` thus far advanced, it is going to take another five 
months to get the accounts out. 

The reprint omits the separately provided accounts 
of Hugh Parker Ltd, a South African company, for 
the year to June 30th, 1953, partly because of space 
and partly because the interest in this company was 
sold in June 1954. On the other hand, we have 
extracted most of the directors’ report which illustrates 
the complications shareholders must unravel. 


' Explanations Accepted 


The annual meeting has now been held. It proved 
to be a stormy affair but the report and accounts were 
adopted. On the 1954-55 financial year, Mr Jackson 
reported that, subject to audit, the preliminary 
results showed a profit increased by over £100,000 
to £499,000. This figure includes {40,000 capital 
profit on the sale of an unproductive unit. 

Mr Jackson’s explanation of the various points 
in the accounts turned largely on the take-over 
operations which he organized and which were later 
taken into the group’s structure. 

Before the meeting a statement was made on Notes 
12 and 13. On Note 12 ‘defalcations’ by a trusted 
employee and the loss of ‘certain internal records’ 
caused the inability to vouch the accuracy of stock 
figures. On Note 13, the board stated that the group 
acquired, without capital cost, a subsidiary earning 
profits of upwards of £20,000 a year. It was simul- 
taneously arranged to sell the subsidiary’s freehold 
property which cost £34,000, for £72,000, a profit, 
of £38,000. The property was subsequently resold 
by the purchasers at a profit of £14,000 to persons 
entirely unconnected with the company or its directors. 

After accepting the explanations shareholders 
passed resolutions approving a payment of £37,000 
to the chairman and an advance to him of [26,250 
which latter, as the directors’ report says, is “for the 
general purposes of the company’. 


For Civil Servants -and Others 


The formula for building society accounts provides 
investors, and borrowers, in this sphere with as much 
information as they need — and probably more. Mr 
John P. Willing, A.C.A., the manager of the Civil 
Service Building Society, however, in his society’s 
1954 accounts, is pursuing the right course in the ex- 
planatory paragraphs which he has appended to the 
standard form. | 

Taking the ‘deposits and loans account’, for 
instance, the reading matter explains the nature of a 
deposit and the priority of depositors to repayment 
before shareholders, and the fact that the depositors 
have ‘indisputable security’ in that their money is 
covered more than five times by mortgage assets. 
Further, no bank loans have been necessary because 
the society maintains ‘adequate liquidity’. 

A foreword explains that the society, formed by 
civil servants for civil servants, is now open to accept 
investments from anyone. Its lending side, however, 
is still strictly limited and only civil servants and 
others in comparable permanent and pensionable 
employment are eligible for mortgages. 


Rating Problem 


Another point in Mr Thomas Lilley’s statement to 
which we referred last week in connection with the 


Lilley & Skinner accounts, is the possibility of an 


increased rating assessment. ‘In common with all 
commercial undertakings,’ he says, ‘we have been 
warned by our advisers that we may have to face an 
increase in our rating assessments if the re-rating now 
proposed for 1956 goes through’. He hopes valuation 
officers will take a ‘reasonable view’. I 

The possible effect on valuation officers’ views has 
been one of the arguments advanced against the 
policy of selling properties to secure the fruits of 
inflation and leasing them back. Some company 
chairmen have warned. shareholders to that effect, 
among them Mr G. M. Wright, a.c.a., the chairman 
of Debenhams Ltd. 

A leading example of the sell-and-lease policy has 
been Freeman, Hardy & Willis Ltd, another footwear 
company, and the cost of the capital thus obfained 
is now being seen in the increase in rents in the 1954 
accounts ‘of the order of £250,000’. 

Tax will, of course, put a different complexion on 
the figure in the computation of available profit and 
has obviously been taken into account in the adoption 
of the sell-and-lease policy. 


Money Market 


With the market’s price reduced to Zog os 6d there 
was a further rise in the Treasury bill rate on April 
29th. The average discount rate rose to £3 17s 11-45d 
per cent. Applications totalled £380,315,000. This 
week’s offer is £230 million. Conditions in the 
money market remained tight. 
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HIDE & COMPANY LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the Year ended January 3lst, 1954 













































































1952-53 š 1953-54 
(356 days) 
£ £ £ 
317,249 Group Trading Profit (See Notes Í and 2) = Wë Gë Ss si zi Ss Ss z4 396,494 
9,582 e Add Gross Income from Investments is se és ds si a zs Ji a iy 775 
326,831 ` 397,269 
Deduct: 
16,548 Directors’ Emoluments (See Note 3) .. See Sa Ge Wé SA Š a SR SN 28,012 
22,909 Depreciation and erases ee Note 4) .. ee 7 Ss Si SE ge Š 41,167 
42,013 Interest Charges .. š SS Se a 5% š ave š Se Me 33,322 
81,470 102,501 
245,36] Group Profit, before Taxation = es Ss Se e s sa a Sg ng $ 294,768 
Deduct Taxation on above profit; 
33,000 Profits Tax .. .. oe ae ae ee ae ae ae on oe ae . 47,582 
114,403 income Tax os is e ake ze ‘ee = ds Ss Gs ss Eis as 146,519 
147,403 194,10] 
97,958 Group Net Profit, after Taxation ats ay ae ae ae Sg Ge Ge Sek SH 100,667 
educt: 
7,286 Subsidiary Companies’ Preference Dividends (Net) 13,078 . 
Proportion of net profit attributable to Ordinary Shares of Subsidiary ‘Companies held outside the 
1,357 Group .. sa 2,951 
43,929 Proportion of net profi it of newly-acquired Subsidiary ‘Companies prior to ‘acquisition (See Note ! J ee 43,185 
4,157 Profits retained in Subsidiary Companies’ Accounts Wa sie Se ee si aie acs — 
56,729 59,214 
41,229 41,453 
Add Provision for Stock Contingencies no anen required Se Note 2) .. we ste gë Gi 5,167 
— Transfer of General Reserve .. Ss z Sek SC Ze Wi 15,096 
— Profits earned by Subsidiary Companies i in previous years Bag e Sa 2 es gé 9,285 
— — 29,548 
41,229 Balance of Profit brought into Holding Company's Peus es So See E SN Se Së 71,001 
29,527 Add Amount brought forward from previous year ds š ae ao axe Ra së ee 11,640 
70,756 Balance available for Distribution by Holding Company... s: eee ey SS š Sé 82,641 
Deduct Appropriations for the year: 
3,360 Preference Dividend (fess Tax) Ke E Gs See e 3,520 
55.756 Interim Ordinary Dividend of 25 per cent (less Tax) on £220, 000 . a Se Se we zt ge 30,250 
(On £202,750) Proposed Final Ordinary Dividend of 25 per cent (less Tax) Ss ba ae ia Ss T 30,250 
59,116 64,020 
11,640 Balance carried forward per Holding Company’s Balance Sheet Ge ici ¿2 Sé So 18,62) 
11,863 _ Balance carried forward by Subsidiary Companies a e os eg Are SN ek 2,578 
£23,503 Total Undistributed Profits, per Consolidated Balance Sheet as Së sä a SCH ae £21,199 





Notes on Accounts 


|. The Consolidated Profit and Loss Account includes the profits of the newly-acquired Subsidiary Companies - Barnetz-Hutton Ltd and Alexanders 
(Southport) Ltd — for the whole of their respective financial years, the proportion attributable to pre-acquisition pericds being applied in reduction 
of the cost of acquisition. 


2. The review of Group stocks referred: to in the previous year’ s accounts has now been completed, and a further sum of £11,200 — less the estimated 
tax saving thereon, £5,095 — has been charged against the provision for stock contingencies. Although the apportionment of this amount to particular 
trading periods cannot be determined with any accuracy, the directors are of the opinion that the major portion is attributable to earlier years. 

The directors are satisfied that the whole of the stocks are now conservatively valued, and accordingly the surplus provisions no longer required 
have been credited in the respective companies’ profit and loss accounts, the proportion attributable to pre-acquisition periods being carried to Capital 





Reserve. 
3. Directors’ Emoluments comprise: 1953-54 1952-53 
£ 
Management Remuneration a SS Gg e oe 22,658 10,453 
d Directors’ Fees ee ee oe ee ee ae os 3,854 4,633 
Pension to past Director .. ae es ea SN SS 1,500 1,462 
£28,012 £16,548 


The Directors have waived any share of profits due to them under the company’s Articles of Association in respect of the year ended January 3lst, 
1954 


4. No depreciation has been provided in respect of freehold premises; the directors are satisfied that the present realizable value of this asset exceeds 
its book value. 


5. The movements on Group Capital Reserve gre as follows: 











£ £ 
Balance at February Ist, 1953 .. ka Se Se 107,879 
Pre-acquisition Stock provisions no longer required (See Note 2) .. dee ei 15,833 
«123,712 
Less Loss on realization of investment in Hugh Parker Ltd (See Note 14) sè 46,060 
Sundry Capital Expenditure during the year (fess receipts) éis ws Sg 3,146 
49,206 
` £74,506 


The above balance of £74,506 has been transferred to a Provision for Capital Contingencies to meet any capital losses the company may incur. 
The movements on the Holding Company’s Capital Reserve conform with and are included i in the above. 


a 


"za 
T 


Fa 
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6, Premises of which the Group has disposed of the freehold interest but retains a leasehold interest, are included in the Balance Sheet at professional 
valuations made subsequent to the sale of such freehold interests (less amortisation written off), the resulting surplus over book values being carried 
to a Revaluation Reserve in the Balance Sheet. Other leasehold premises are included at cost, less amortisation. 


T. As noted in the previous year’s accounts, there is uncertainty as to the legal rights of preference shareholders in one subsidiary company in the event 
of liquidation. The directors have been advised that a reasonable estimate of the additional participating rights to which such shareholders might be 
entitled in that event is £6,667. 


8. The amount attributable to outside ordinary shareholdings is made up as follows: 
Nominal Value Reserves and Dividerlds 
of Holdings oceans thereto 








Barnett-Hutton Led gä ba Së ae oe Di ¿ç Däi 7,585 22,390 
Subsidiaries of T. R. Roberts Led wh =š es = ¿š ee 8,957 23,457 
£16,542 £45,847 


9, The Group shareholding in Wright Hamer Textiles Ltd was sold during the year for £20,000, this transaction having been taken Into account in the 
previous year’s Balance Sheet, when the shares were written down to that figure. At January 3lst, 1954, Hide & Co Led and its Subsidiary Companies 
had advanced a net sum of £139,413 to Wright Hamer Textiles Led and ics Subsidiary Companies and had entered into bank guarantees on behalf of 
these companies amounting to £90,000. The last audited Balance Sheet of the Wright Hamer Group, viz. at September 30th, 1953, showed tangible 
assets of £205,059 as compared with liabilities of £216,116, which included £114,515 owing to che Hide Group and £37,627 bank overdraft. The directors 
consider that as a result of the proposed plans for the Wright Hamer Group no loss will be sustained in respect of the said advance and/or bank 
guarantee, but that in the event of any unforeseen loss the provision for Capital Contingencies in the Group Balance Sheet would be more than adequate 
to meet it. 


10. In the opinion of the directors the current value of the unquoted investments is not less than their book value as stated in the Balance Sheet, 


IL. Apart from the amounts referred to in Notes 9 and 14, there were no material capital commitments or contingent liabilities not provided for in the 
Balance Sheet at January 31st, 1954, The directors are satisfied that no liability will fall upon the company in respect of the obligations of approximately 
£40,000 referred to in the previous year's accounts for certain charges of a capital nature assumed by third parties. 


[2, The Auditors’ Report on one of the subsidiary companies is qualified as follows: 
‘In the absence of certain records we have been unable to satisfy ourselves as to the accuracy of the stock figures, or the reasons for a sub- 
stantial part of the loss of £60,146 as shown by the accounts,’ 


13. The Auditors’ Report on another subsidiary company is qualified as follows: 
‘The company’s freehold property was sold on June 9ch, 1953, for £72,000 on the basis of the purchaser granting to the company a ninety- 
nina ar EE lease at a rental of £4,750 per annum, The property was re-sold by the purchaser for £86,000, completion taking place on 
uly 21st, ie 


14, Statement, relating to subsidiary company not included in consolidated accounts, in accordance with paragraph 21, Eighth Schedule, Companies Act, 1948: 


(a) The foreign subsidiary company. Hugh Parker Ltd, has not been dealt with in the consolidated accounts for the reason that its accounts 
are made up to June 30ch in each year to comply with South African fiscal requirements. 


(b) The proportion of trading fosses of the above company attributable to Hide & Co Ltd are: 
(i) For the year ended June 30th, 1953 - £17,520, 
(ü) For the year ended June 30th, 1954 — £26,465. 


(c) Ac January 31st, 1954, Hide & Co Ltd and its subsidiaries were the beneficial owners of 250,100 shares in Hugh Parker Led (standing at 
a book value of £62,525} and had contracted to acquire a further 52,500 shares for the sum of £10,500. The resultant holding of 302,600 shares 
was sold in June 1954, for the nec sum of £26,965, satisfied by the allotment to Hide & Co Ltd of redeemable preference shares to an equivalent 
nominal value in the purchasing company. There was outstanding at the date of the Balance Sheet a bank guarantee for £53,000 entered into by 
Hide & Co Led; this guarantee was taken over by the purchasing company and Hide & Co Ltd has been released from chis obligation. 


(d) At January 31st, 1954, Hugh Parker Ltd was indebted to Hide & Co Led for £28,835, and this balance has since been dealt with as follows: 





£ 
Repaid in cash .. ee oe en. +. eft of tt on 5,555 
Promissory notes sie je = Sa zs SX Se aa 10,000 
Redeemable Preference Shares in purchasing company .. = os 13,280 
£28,835 


(e) Provision for the loss arising on the sale of the shares has been made as follows: 


£ 
Book value of present holding (as above) š dei ga ia 62,525 





Sale price, satisfied by shares in purchasing company Di za es 25,010 
37,515 
Add Loss on further shares acquired and costs of sale e Sg 8,545 





Debited to Capital Reserve Account Se ws va PE a. £46,060 


— 


15. The authorized ordinary capital has since been increased to £750,000 and the issued ordinary stock has been increased to £430,000 by the capitalization 
of £220,000 out of the Share Premium Account. 





Report of the Auditors 
To the Members of Hide & Ca Led 


We have examined the annexed Balance Sheet dated January 31st, (954. In our opinion proper books of account have been kept by the company so 
far as appears from our examination of those books, and the Balance Sheet is in agreement therewith. 

The Balance Sheet includes provision for the payment of £37,000 to a director referred to in paragraph 6 of the Directors’ Report. This payment, 
which is subject to che approval of the members, has been provisionally added to the cost of shares in subsidiary companies. 

We have not received the requisite information to enable us to report on the matters referred to in Nore 11. 

Subject to the foregoing, and to the qualifications set out in Notes [2 and 13, we report that we have obtained all the information and explanations 
which to the best of our knowledge and belief were necessary for the purposes of our audit, and that in our opinion and to the best of our information 
and according to the explanatidns given us the said Balance Sheer, read in conjunction with the accompanying Notes and paragraphs 6 and 7 of the Directors’ 
Report, gives the information required by the Companies Act, ‘1948, in the manner so required, and gives a true and fair view of the state of the company’s 
affairs as at January 2ist, 1954. e 

We have also examined the annexed Consolidated Balance Sheet and Consolidated Profit and Loss Account of the company and its subsidiaries with 
the audited Accounts of those companies, certain of which have not been audited by us. Subject to the matcers referred to above, in our opinion such 
Consolidated Balance Sheet and Consolidated Profit and Loss Account have been properly prepared in accordance with the provisions of che Companies 
Act, 1948, so as to give, with the accompanying Notes and paragraphs 6 and 7 of the Directors’ Report, a true and fair view respectively of the state of 
affairs and of the profit of the Group, so far as concerns the members of Hide & Co Ltd. 

OGDEN, HIBBERD BULL & LANGTON, 


April 5th, 1955. ` j Chartered Accountants. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘An Extra-statutory Pension Scheme’ 


Dm, — It is difficult to see much advantage in the 
scheme put forward by Mr H. Maynard in his article 
under the above heading in your issue of April gth. 
Very briefly his suggestion amounts to the setting 
aside of sums in advance to meet future pension outgo 
not covered by the insured scheme. This is done in 
such a way as to secure tax relief at the time those 
sums are set aside instead of waiting until the 
pensions themselves are paid, so that there is a 
consequential acceleration of the tax relief that the 
company would otherwise derive. 
` The difficulty which Mr Maynard’s proposed 
internal fund seeks to resolve is a problem child of 
the creation of an insured scheme under Section 388 
of the Income Tax Act, 1952, in the first place. 
Occasionally there may be good reason for such a 
scheme but more often the obvious conclusion to be 
drawn is that the company should go the whole hog 
and let the trustees administer an all-embracing 
internal fund approved under Section 379. Moreover, 
the ‘Hancock’ procedure can then be followed to any 
extent desired by ‘purchasing’ immediate annuities 
for existing pensioners either from the approved fund 
or from a life office. Then follow all the advantages 
of the self-administered pension scheme over the 
relatively expensive and inflexible (but attractively 
advertised) insured arrangements. 
I would like also to amplify Mr Maynard’s facts. 
He states: 


‘Our larger national companies have set up their 
own internally-administered funds, but in the 
majority of cases the business has been placed with 
one of the insurance companies’. 


Here are the figures and they can be found in E 
Report of the Phillips Committee (Cmd. 9333). The 
total number of members and pensioners in occupa- 
tional pension schemes was estimated at about 
8 million in about 1953. Of this total only 1# million 
were covered by insured schemes. Even if the public 
services are exchided the number of members of 
self-administered schemes was something like twice 
the number of members of insured schemes. Mr 
R. W. Abbott, in his article, ‘Pension schemes’, in 
your issue of January 29th, 1955, pointed out that the 
accumulated funds of the self-administered schemes, 
including local government superannuation schemes, 
and schemes for nationalized industries amounted to 
over {£1,200 million, whereas the corresponding 
estimate for insured schemes was about £500 million. 
It is, of course, a popular misconception that in the 
majority of cases the business is insured. 

_ One last point: insured schemes are set up and 
approved under Section 379 as well as under Section 
388, of the Income Tax Act, 1952. The former permits 


full relief of tax on employees’ contributions but no 
lump-sum benefits on’ retirement, and there are a 
number of other distinctions. 
Yours faithfully, 
Liverpool, 2. G. V. BAYLEY. 


[Mr Maynard writes: It is agreed that it amounts to the 
setting aside of sums in advance to meet future pension 
outgo, which of course, basically, is the object of any 
scheme. Provisions of this nature have many advan- 
tages, two of which are that the cost is met whilst 
service is being rendered (applicable to the first group 
mentioned in my article), and the acceleration of tax 
relief which is a definite gain. As we all hope that tax 
rates will fall further, the amount of the relief obtained 
now may well be greater than in the future. 

Your correspondent advocates an all-embracing 
internal fund approved under Section 379. Whilst 
this could well be carried by our larger national 
companies to which I referred, I do not think the 
average smaller company wants the additional admin- 
istrative work of running its main life and pension 
scheme, quite apart from the actuarial risk involved. 

Whilst not disputing the accuracy of the figures 
quoted for numbers of staff covered in self-admin- 
istered schemes, as opposed to insured schemes, I 
think it is likely that with the staff of ‘national’ 
companies running into thousands each compared 
with the many companies with much smaller staffs, 
the number of companies and firms using the facilities 
of the life offices may well be greater than those who 
carry self-administered funds. 

With regard to the last paragraph of your corres- 
pondent’s letter, the question of relief of tax on 
employees’ contributions does not arise in the scheme 
I described. 

I do not contend that the extra-statutory scheme is 
the only way of providing for the cases in question, 
but I think that it has obvious advantages coupled 
with the merit of simplicity.] 


Accountants and Directorships 


SIR, — In his recently reviewed book, Leaders of 
British Industry (The Accountant, March 26th), 
Dr Copeman found that 18 per cent of the directors 
of the companies concerned emanated from indepen- 
dent professions such as accountancy and law. 

The Institute of Directors List 1955 includes the 
following accountants: 

(a) Chartered, 468; 

(6) Incorporated, 67; 

(c) Certified, 26; 
who represent less than 5 per cent of membership. 

In comparing these percentages it should be borne 
in mind that Dr Copeman sampled large public 
companies whereas the Institute embraces directors 
of both public and private companies (the numbers 
of which are not disclosed). 

A percentage of boards on which accountants serve, 
rather than a percentage of accountants serving as 
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directors, would better illustrate the growing influence 

of the profession in this connection; it would also 

obviate any disparity occasioned, by the multiplicity 

of directorships held by many practising accountants. 
Yours faithfully, 

Liverpool. RONALD L. TAYLOR. 


“The Value of Money’ 


Sir, — In the course of a special article in your issue 
of April 16th, entitled “The Value of Money’, Mr 
W. Walsh, acte, makes the following assertion: 
‘<. . H 1952 is the base year and the index is 120 

in 1953 and 140 in 1954, the rise in prices in 1954 

over 1953 is 20 per cent of 120, i.e, 24 per cent.’ 

With due respect to Mr Walsh, if he had said 
instead `... 20 points over 120 points...’ I feel he 
would not have fallen into the error contained in the 
statement quoted above. 

The rise in prices between 1953 and 1954, with 
1953 as a base is represented by: 


( 20/100 





x roo ls 16% per cent 
120/100 oF 





2 
not by: (2 


x 120) ==24 per cent. 
Yours faithfully, 

Sidcup, Kent. P. D. PLANT. 
{Mr Walsh writes: Mr Plant is quite correct; in trying 
to show how to avoid one error I have, accidentally, 
slipped into another myself. If we use £’s instead of 
points a {20 rise over £120 must be a smaller per- 
centage than £20 over £ ioo. I am grateful to Mr Plant 
for pointing this out.] 


Manufacturing Chemists: Profit and 
Expenditure 


Sir, — Would an obliging reader having experience 
of the chemical manufacturing industry kindly supply 
the following information for guidance: 

(x) The expected average rate of gross profit to 
turnover. 

(2) The main heads of expenditure, other than 
those common to all businesses, i.e. rates, 
stationery, etc. 

(3) Specimen percentages of those heads of 
expenditure to turnover. 

Yours faithfully, 
INVESTIGATOR. 


Hospitality for Young Professional People 
Sir, — Concern has been expressed in many quarters 
about the problem of young professional people 
who in their first jobs are very lonely. Many live 
in ‘digs’ where entertaining is very difficult and few 
can afford to entertain often in restaurants. Some find 
themselves in a strange town where they know no 
one apart from their office colleagues. 

Last autumn an attempt was made experimentally 
to arrange hospitality in London for some of these 
young people. One night every week members of a 


THE ACCOUNTANT 


— 521 


group of senior professional men and women were 
‘at home’ to young doctors, barristers, accountants, 
civil servants, teachers, social workers and other 
young people. 

The experiment was so successful that a club has 
been opened with restaurant facilities orf four nights 
a week, and there are plans for obtaining permanent 
premises in London and for extending the scheme to 
the provinces. 

The scheme has no political or religious bias. It is 
simply an attempt to introduce in London a kind of 
hospitality which has long been popular in Cam- 
bridge. It is, in fact, the old-fashioned ‘at home’ 
adapted to a world in which many professional 
people live in very small houses and few have 
servants. At the receptions, which are between 7.30 
and 10 p.m. on a Monday evening, young people are 
given coffee and have a chance to meet contempor- ` 
aries in different jobs. 

Anyone who might like to hear more about this 
scheme, which is called the Coffee Pot Club, should 
get in touch with Miss Young at 83 Chiltern Street, 
London, W1. 

The upper age limit for membership is thirty 
but more senior people who might like to act as 
hosts would be very welcome. It is necessary to ask 
people to pay a small subscription. 

We are, Sir, 
Yours faithfully, 
F. 8. SKELTON, 
Chaplain, Clare College. 
JEAN LINDSAY, 
Cambridge. Fellow of Girton College. 


Valuation of Work in Progress 


Sir, — My company experiences the same difficulty in 
valuation of work in progress at periodical intervals, 
especially where the work covers a variety of different 
jobs and no standards can be fixed. 

We have approached the problem as follows: 

(a) Budgeted rate. — At the commencement of the 
year a budget is prepared and the overhead rate is 
sufficient to cover overheads for the year. 

(5) Actual rate. — During the year interim accounts 
are prepared and the actual rate compared with the 
budget but unless there are any drastic changes no 
alterations are made. 

(c) Market rate. — The rates ascertained from (a) 
and (6) cannot exceed what the market is paying, e.g. 
in the early years of a business the rate tends to be 
too high and has to be pruned to meet these 
circumstances. 

As jobs are closed on a monthly basis a slightly 
higher rate than that budgeted is applied so that the 
profits and losses revealed are reliable compared with 
the ultimate result which will be revealed by the 
interim and final accounts. 

In calculating the rate for work in progress both 
for interim and final accounts, regard is had to the 
following factors: 

(a) the rate must not exceed the actual; and 
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(b) must not exceed the market rate; and 

3 must be capable of being earned in the subse- 
quent accounting year, thus a rate is charged of 
s~ro per cent below the lowest in (a) or (8); 

_ (d) the budget for the next year is known by the 
time the accounts are prepared. 

Yours faithfully, 
Bishopston, Bristol, 7. L. C. WORRALL. 


Issue of Shares to Employees below Market 
Price 


SIR, — A public company has a number of unissued 
ordinary shares which the directors would like to allot 
to employees at par, although the market price of 
the issued ordinary shares of the company is sub- 
stantially higher. 

Could readers advise me whether the directors 
would be in order in making such an allotment, 
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with or without the sanction of the company in 
general meeting, and whether the stock exchange 
would have any objection to such an allotment? 
Yours faithfully, 
BRAMOR. 


[If the company’s articles empower the directors to 
allot new shares they must use that power bona fide 
for the company’s benefit. It is quite possibly in the 
company’s interest to make the proposed allotment; 
whether it is in fact so is for the directors to decide. 
If they lack the power, the sanction of a general meeting 
is necessary; if they have the power but doubt the 
propriety of the proposed exercise, a general meeting 
is advisable. Our correspondent does not say which, 
if any, of the company’s shares have been granted a 
stock exchange quotation. However, the stock exchange 
concerned would, prima facie, have no objection to 
the proposed issue if it were otherwise unimpeachable. 
The tax repercussions should be kept in mind. — 
Editor. ] 


` 


REVIEWS 


The Stock Exchange Official Year-Book, 1955 
(Volume D 


(Thomas Skinner & Co (Publishers) Ltd, London. 
Complete edition of two volumes, Ly net) 


Volume I of the 1955 edition of this very useful 
year-book has now been published. Its 1,750 pages 
contain special chapters and statistics on government, 
municipal and county finance, and include informa- 
tion on government securities and on British, 
Dominion, Colonial and foreign securities. In the 
company section there are details of banks, breweries, 
financial trusts, insurance, investment trusts, iron, 
coal, steel, oil and shipping, among others. 

The principal i new feature in this edition is a table 
to be found at the end of the investment trust 
section, compiled from the latest annual reports and 
accounts available, showing the book value of each 
company’s investments, their valuation and their 
distribution both as to classes of security and 
geographically. 

The volume also contains names of broker members 
of the London Stock Exchange and members of the 
associated and provincial stock exchanges, and a list 
of overseas stock exchanges. It concludes with 
50 pages of general information on Stock Exchange 
commissions, stamp duties, trustee securities and 
other items of interest for reference. 

Volume II, which includes details of companies 
in the ‘Commercial and Industrial’ and ‘Mines’ 
sections, is to be published next September. 


Smith’s A.B.C. of Income Tax 
58th Edition 


Edited and Revised by A. E. Bevan 


(The Advertiser Press Ltd, Huddersfield. Post free gs 
(limp cloth), ros 6d (cloth boards)) 


Mr S. C. H. Smith, so long associated with this work, 
has recently died, but-the form and content “of the 


$ 


book are substantially his. This edition has been 
completely reset in a new and clearer type, which 
has greatly enhanced its appearance and made 


reference much easier. As in the past, the book is , 


essentially practical, stress being laid, for instance, on ` 


what expenses can and cannot be claimed, rather 
than on abstruse discussions of the underlying law. 
This makes the book deservedly popular. 


RECENT PUBLICATIONS 


Munro’s Book-KEEPING AND ACCOUNTANCY, by Andrew 
Munro, F.c.L8., 19th edition by Alfred Palmer, a Sa 3. 
582 pp. 745. 145 6d net. Sir Isaac Pitman & Sons Ltd, 
London. 

THe BRITISH JOURNAL PHOTOGRAPHIC ALMANAC, edited by 
Arthur J. Dalladay, A.INST.P., F.R.P.S. 640 pp. 745. 55 
net. Henry Greenwood & Co Ltd, London. 

TRADES REGISTER OF LONDON, 1955 edition. 613 pp. 
10X74. £3 38 (delivered). Kemp’s Printing & Publishing 
Co Ltd, London. 


Housinc Law AND PRACTICE, 2nd edition, by A. Norman . 


Schofield, LL.M., and John F. Garner, LL.M. lx+ r, 488 
pp. 9X6. £5 ss net. Shaw & Sons Ltd, London. 

CUMULATIVE NOTER Up (1953-55) TO SHAW’s GUIDE TO 
INCOME Tax RELATING TO LOCAL AUTHORITIES, by Frank 
Mellor, A.1.M.T.A., A.R.V.A., 14 pp. 84x54. rs 6d net. 
Shaw & Sons Ltd, London. 

How To Repuce Your Rares, by John B. Llewellyn. 24 pp. 
84 x 54. od net. Starsons (Publishers) Ltd, Risca, Mon- 
mouthshire. 

Hanson’s DEATH Duties, oth edition, 6th cumulative 
supplement, by Jackson Wolfe, LL.p., Barrister-at-Law, 
and Henry E. Smith, LL.B. xvi+ 240 pp. 94 x 6. 21s net. 
(Main work with supplement £4 net). Sweet & Maxwell 
Ltd, London. 

FUNDAMENTALS oF AUDITING, by R. K. Mautz, PH.D., 
GPA, Professor of Accountancy, University of Illinois. 


x+ 406-+-short audit case. g x 6.485. Chapman & Hall Ltd, 


London. 

Executive DISCRETION AND JUDICIAL CONTROL, by C. J. 
Hamson. x-+-222 pp. 7X5. 12s 6d net. Stevens & Sons 
Ltd, London. 

THe FINANCIAL AND STATISTICAL Dicesr op SOUTH 
AFRICA, by David Shrand, B.COM., A.S.A.A., C.A.(S.A.) 
vii+147 pp. 9$ x 6. 255 net. Juta & Co, Ltd, Cape Town. 
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THE SOCIETY OF INCORPORATED 
ACCOUNTANTS 


Report of the Council and Accounts for 1954 > 


We reproduce below extracts from the seventieth annual report of the Council of 

The Society of Incorporated Accountants, and accounts for the year 1954, which 

will be presented at the seventieth annual general meeting of the Society to be held 

at Incorporated Accountants’ Hall, Temple Place, Victoria Embankment, London, 
WC2, at 2.15 p.m., on Tuesday, May 17th, 1955. 


President and Vice-President 


At a meeting of the Council held on May 26th, Mr Bertram 
Nelson, Fellow, Liverpool, was elected President of the 
Society for the ensuing year, and Sir Richard Yeabsley, 
c.B.z., Fellow, London, was elected Vice-President. 


Legal Title of the Society 


A decision was taken at an extraordinary general meeting 
of the Society on May 26th to shorten the title of the 
Society by deleting the words ‘and Auditors’ and to 
modernize the form and content of the objects clause in 
the memorandum of association. The shortened title was 
duly registered and became effective on June 4th. 

he Council was advised that an exclusive right to new 
initial letters could not be acquired for many years and in 
all the circumstances it was not considered advisable to 
abandon the use of the letters F.S.A.A. and Asa Aa. which 
are recognized at law and are derived from the origina! 
title (The Society of Accountants and Auditors) registered 
on December 31st, 1885. 

The Council urges those members who still describe 
themselves or their firms as ‘Incorporated Accountant(s) 
and Auditor(s)’ to delete the last two words. The legal 
and authorized designation is ‘Incorporated Accountant’, 
It is a comprehensive designation and covers all branches 
of accountancy work, 


Membership 


The membership of the Society as at December 31st, 
1954," Was 10,334... this represents a net increase of 
356 in the membership since the corresponding date in 
1953. 

MEMBERSHIP OF THE SOCIETY 




















Asso- Hon. 
Fellows ciates Members Total 
As at December 31st, 1952 1,993 7,523 2 9,518 
ge s December 31st, 1953 2,068 7,906 4 9,973 
New members and re- 
admissions .. Se 8 461 469 
Honorary member a I 
Transferred from asso- 
‘ciateshi ide de IZI I2I 
Transferred from fellow- 
ship .. Sa SCH I I 
2,197 8,368 5 10,572 
Deduct i 
Transferred to fellowship I2I ER 
Transferred to associate- 
ship .. Le Se I I 
Resignations, deaths and 
other causes .. in 48 66 114 
As at December 31st, 1954 2,148 8,181 5 10,334 
Members in practice po 1,765 1,783 " 3,548 
Members not in practice .. 383 6,398 5 6,786 


Articled Clerks and Bye-law Candidates 


The recruitment of articled clerks and bye-law candidates 
during the past seven years was: R 
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Articled Bye-law 

Clerks Candidates Total 
1948 .. so Ge 570 768 1,338 
1949 .. Ss Se 538 771 1,309 
1950 559 804 1,363 
1951 532 665 1,197 
1952 .. 475 655 1,130 
1953 .. 575 1,005 1,580 
1954 . 643 797 1,350 


The introduction of new registration regulations for bye- 
law candidates in July 1953 increased the recruitment 
figures for that year, but the statistics for 1954 are strictly 
comparable with those for 1952 and earlier years. 


Examinations 
Four hundred and ninety-four candidates completed the 


Final examination during 1954. The results of the examina- 
tions held in the past two years are set out below: 


1954 T953 
Percent- Percent- 
SCH Sat Passed age Sat Passed age 
Preliminary 417 139 33 407 142 35 
ee 1,499 667 45 1563 596 38 
inal: 
Part I only .. 1,336- 514 8 1,228 12 
Part II only .. ‘605 400 Ze "498 Ae y 


Parts I and II at 
one sitting 210 52 25 289 69 2⁄4 
Of the 210 candidates who sat for both parts of the Final 


examination at one sitting in 1954, 92 failed both parts, 
but 32 passed Part I and 34 passed Part II. 


Stamp-Martin Scholarships 


The Council awarded the first Stamp-Martin Scholarship 
to Harold Walter Deane, A.S.A.A., who has entered upon a 
course of reading in the Honours School of Philosophy, 
Politics and Economics in the University. of Oxford. . . . 
Applications for the second scholarship should be lodged 
with the secretary on or before June 30th, 1955. 


Examination Honours 


The Gold Medal was awarded to John Desmond White, 
Bournemouth, and the Silver Medal to Michael Henry 
Wheaton, Port Talbot. 


The Stamp-Martin Chair and Research 


The Council records with deep regret the death in July 
of Sir Henry Clay who was one of the academic electors 
to the Stamp-Martin Chair. 

_ Fourteen Practice Notes and twelve reprints were pub- 
lished during the year. Details of these are given in the 
leaflet accompanying this report. 

The Register of International Research in Accounting 
was published by the Oxford University Press in May. 
Further issues will be published at three-yearly intervals. 

A study is being made of international comparisons in 
local government finance, under the chairmanship of Mrs 


Ursula Hicks. A letter asking for information and sources 


was sent to academic and administrative specialists inter- 
ested in local finance in the United States of America, 
Canada, South Africa, Australia, New Zealand, the Nether- 
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lands, Belgium, West Germany and Scandinavia. A good 
response resulted and members of the study group are 
reporting on the information available country by country. 
It is hoped to arrange these reports on a functional basis. 

‘The manual on costing and management accounting for 
the footwear industry, which resulted from the work under- 
taken by the ,Research Committee and the Federated 
Associations of Boot and Shoe Manufacturers, has been 
sent to the printers and will shortly be published. 

A group considering the effects of de-rating and re-rating 
on industrial costs has held a number of meetings and is 
continuing its work. 

The joint committee appointed by the Council of the 
Society and the Council of the Royal Statistical Society 
with a representative of the Institute of Actuaries has 
continued work during the year and the proposed text on 
the accounting application of statistical methods should be 
ready for publication during 1955. 

he Committee on the Measurement of Productive 
Efficiency has carried on its work during the year. Research 
is also continuing on a variety of other questions which 
concern both practising and industrial accountants. 

Professor F. Sewell Bray delivered two public research 
lectures at the Hall on ‘Accounting dynamics’, one in the 
Easter term and the other in the Michaelmas term. Both 
lectures were published in Accounting Research and re- 
produced in the reprint series. 

Four open seminars for qualified accountants and senior 
students were held at the Hall on the following subjects: 


(1) Research in accounting history: a pioneer field. 
(2) Dilemmas and challenges in modern practice. 
(3) Legal constraints on accounting. 

(4) A discussion on accounting dynamics. 


The first two seminars were addressed by Professor 
Mary E. Murphy, the third by Mr T. W. South, and the 
fourth by Professor Bray. 

In July and August four students’ request seminars were 
organized. Two of these on “Auditing theory’ were addressed 
by Mr E. H. Davison, and the remaining two on ‘Account- 
ing theory’ by Mr Harry Norris. 

Professor Bray delivered a course of seven lectures for 
students on “lhe elements of accounting’ in the Easter 
term and four lectures on ‘The pure and applied theories 
of accounting’ in the Michaelmas term. He also lectured 
at Nottingham University on ‘Accounting practice and the 
trade cycle’, at Birmingham University on ‘Accounting 
theory’, and to the Chartered Accountants’ Students’ 
Society in Edinburgh on ‘Auditing theory’. At a meeting 
in Swansea, arranged by the District Society, Professor 
Bray took part in a discussion on “The universities and the 
professions’, following an address by the Vice-Chancellor 
of the University of Wales. 

The professor received a number of visiting scholars at 
the Hall and was in frequent communication with research 
institutions, professional bodies and universities overseas. 
He was consulted by correspondents in the United States 
of America, Australia, South Africa, India, Norway, 
Sweden, Italy, Germany and Japan, and by a number of 
newly-qualified members of the profession in this country 
who wished to read for degrees and whom he assisted in 
placing in English universities. A small number of graduate 
members of the profession have now started to read for 
higher degrees in accounting subjects. At the close of the 
year there were 22 newly-qualified members registered 
with the Professor as research students and reading under 
his direction. 

During the year the Professor accepted an invitation 
from the British Institute of Management to act as chair- 
man of its Steering Committee concerned with the research 
project of a study of methods of interfirm comparisons. 
He has also formed a special group which will meet at the 
Hall for the study both conceptually and by application of 
accounting and financial relationships. This group is com- 
posed of five accountants, five applied economists and three 
members of the British Institute of Management. It is 
hoped that this group will eventually make available their 
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findings on the subject of accounting ratios with a view to 
assisting the research project on interfirm comparisons, 

The Professor has been externally consulted on a number 
of questions affecting educational policy and research. 


The Companies Act, 1948 


Many suggestions for the amendment of the Act have been 
received from the committees of branches and district 
societies. A memorandum is now being drawn up for con- 
sideration of the Council with a view to its submission to 
the Board of Trade. 


Branches and District Societies 


United Kingdom and Republic of Ireland 
The annual conference between representatives of branches 
and district societies and members of the Council was held 
in London on May 27th. Other meetings between presi- 
dents, honorary secretaries and officers of the Society were 
held on February 19th, May 26th and November 24th. 
During the year some 450 meetings were arranged by 
branches and district societies for members and students. 
In addition residential pre-examination courses were 
arranged by the Irish Branch, the Hull and Liverpool 
District Societies and by the London Students’ Society. 
Upon the resignations of Mr J. Hawthorne Paterson, 
Mr D. Simon Jones, Mr R. A. Hamilton and Mr J. E. 
Spoors, the Honorary Secretaryships of the Scottish 
Branch and of the Swansea and SW. Wales, North Stafford- 
shire and Northern England District Societies were 
assumed by Mr J. Battersby, Mr H. K. Greaves, Mr J. P. 
Elliott and Mr J. S. Peffers, respectively. 


South Africa 

A summary of the report of the South African branches is 
to be found on page 24.1 The total membership of the three 
branches at December 31st was 561; earlier in the year 
83 members were transferred from the northern branch 
to the newly-formed Central African Branch. 

The Public Accountants and Auditors Board has had 
another busy year. In addition to the Society’s nominee, 
Mr A. R. Butcher, seven of the members of the present 
Board are incorporated accountants including the Chair- 
man, Mr G. E. Noyce, and the Vice-Chairman, Mr J. C. 
Macintosh. 

A research committee has been established under the 
joint sponsorship of the South African branches and the 
Joint Council of the South African Societies of Chartered 
Accountants. All five members of this committee are 
incorporated accountants. 

The Chairman of the Eastern Branch, Mr Bernard 
Halsey, visited London in October and was entertained 
at a luncheon given in his honour at the Hall by the Presi- 
dent and Past-Presidents. 

The Council records its congratulations to Mr E. G. 
Moore and Mr A. L. Norden on their election as President 
of the Transvaal Society of Accountants and President of 
the Natal Society of Accountants respectively. Congratula- 
tions are also extended to Mr A. Dickson on his appoint- 
ment in succession to Mr E. G. Moore as Chairman of the 
SC African Accountants’ Societies General Examining 

oard. 


Central Africa 

The membership on December 31st of the Central African 
Branch, which was founded in 1953 with jurisdiction in 
the Federation of Rhodesia and Nyasaland, was 98 and 
there were 35 articled clerks on the branch register. 

Nine incorporated accountants serve on the Council of 
the Rhodesia Society of Accountants and the Council 
records its congratulations to Mr C, R. Causton and Mr 
H. B. Hone.on their election as President and Vice-Presi~ 
dent respectively. 


Overseas Accountancy Bodies 
During October, the President and Mrs Nelson visited the 
United States and Canada at the invitation of the American 


1 Not reproduced. — Editor. 
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Institute of Accountants and the Canadian Institute of 
Chartered Accountants. While in the United States the 
President attended the sixty-seventh annual meeting of 
the American Institute of Accountants in New York. 

The President and Mrs Nelson then travelled to Canada 
and had the pleasure of meeting members of the Canadian 
Institute of Chartered Accountants and members of the 
Society in Toronto and Montreal. 

Professor Bray, accompanied by Mrs Bray, represented 
the Society at the Accountants’ Day of the Nederlands 
Instituut van Accountants in Amsterdam on October gth. 

The Council records its warm thanks to the American 
Institute of Accountants, the Canadian Institute of Char- 
tered Accountants, members of the Society in Canada 
and to the Nederlands Instituut van Accountants for the 
cordial welcome and hospitality extended to the Society’s 
representatives. 

Invitations were also extended to-the Society by the New 
Zealand’ Society of Accountants and by the Institut der 
Wirtschaftspriifer, to conventions in Dunedin and Hanover, 
and by the Philippine Institute of Accountants to its 
twenty-fifth anniversary celebrations in Manila. It was with 
regret that the Council found it impossible to accept these 
invitations. 


f Anniversaries of United Kingdom Accountancy 
Bodies 


Two important anniversaries were commemorated during 
1954. The Institute of Chartered Accountants of Scotland 
celebrated the hundredth anniversary of the grant of a 
Royal Charter to the Society of Accountants in Edinburgh, 
and The Association of Certified and Corporate Accountants 
celebrated the fiftieth anniversary of the incorporation of 
The London Association of Accountants. 

The President and Mrs Nelson, the Vice-President and 
Lady Yeabsley and the Secretary and Mrs Craig had the 
pleasure and privilege of being present at both celebrations. 
The Society was also represented at the Scottish Institute’s 
centenary celebrations which were held in Edinburgh in 
June, by Mr Festus Moffat, the Chairman of the Scottish 
Branch, and at the Association’s Jubilee celebrations in 
London in November by Mr and Mrs C. Percy Barrowcliff. 

The Council records its gratitude to The Institute of 
Chartered Accountants of Scotland and to The Association 
of Certified and Corporate Accountants for the cordial 
welcome and hospitality extended to the Society’s repre- 
sentatives. 

Society Dinners 


Two dinners were held at Incorporated Accountants’ Hall 
during 1954. The presidents and honorary secretaries of 
district societies were entertained on May 25th when the 
principal guest was the Rt. Hon. Lord Justice Birkett. On 
November 3rd the principal guests were the Rt. Hon. The 
Master of the Rolls and the Rt. Hon. Lord Justice Morris. 


Honours, Decorations and Awards 


The Council warmly congratulates the following incor- 
porated accountants named in recent Honours Lists: 


CBR. 
Edward Cassleton Elliott, London. 
Group Captain Cuthbert Vincent Mears, R.A.F., Marlow. 
Harold Thomas Speirs, B.sc., London. 


KEE? 
John Herbert Drayson, London. 
Arthur George Mellor, 8.com., Beckenham. 
Henry William Povey, Kampala, Uganda. 
M.B.E. ` 
James Butterworth, Wigan. 
Alastair MacDonald, Edinburgh. 
Robert William Porter, Cambridge. 


Capel House (Medcalf) Trust 
Reference was made in the last report to the most generous 
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gift of Capel House, Enfield, made to the Society by 
Colonel S. A. Medcalf, o.B.E., T.D., D.L. Both Capel House 
and the endowment fund have been vested in five trustees 
appointed by Colonel Medcalf and the Society: two incor- 
porated accountants (Mr Bertram Nelson and Mr H. W. 
Petherick) and three solicitors (Mr W. Edmondson, Mr 
J. M. A. Edmondson, and Mr E. R. L. Nogth). The Capel 
House Deeds were formally presented by Colonel Medcalf 
at a luncheon at the Hall on June 22nd. The accounts of 
the trust are annexed to this report) 


Management Accounting Course 


A course on management accounting, which 154 members 
attended, was held at Balliol College, Oxford, from Sep- 
tember 17th to 21st. The course opened with a discussion 
between Sir Geoffrey Heyworth and Professor F..Sewell 
Bray on ‘Accounting techniques as an instrument of 
management’. Papers were presented by: KC 

Mr D. W. Hooper, M.A., AGA on ‘Mechanization 
present and future’. 

Mr W. F. Harris, a.s.a.a., on ‘Statistics and the account- 
ant’. 

Mr Geoffrey J. Mills, A.c.I.S., on ‘Incentives for the 
clerical worker’. 

Mr G. S. Nelson, A.S.A.A., on ‘Financial management. 

Mr D. Solomons, B.COM., A.C.A., on ‘Costs, plans and 
prices’. i f 

These useful papers are reproduced in the Practice Notes 
series published by the Incorporated Accountants’ Research 
Committee. 

The Council records its gratitude to the Master and 
Fellows of Balliol for the facilities afforded to the Society, 
and to the lecturers and other speakers for their valuable 
contributions. 


Register of Management and Industrial 
Consultants 


At the request of the British Institute of Management 
further consideration has been given to the question 
whether it is appropriate for a member of the Society to 
have his name, or that of any firm or company of which he 
may be a partner or director, included in the Register of 
Management and Industrial Consultants maintained by the 
British Institute of Management. 

As a result of discussions with the accountancy bodies, 
the British Institute of Management has undertaken to 
incorporate the following statement in all appropriate 
documents which may be issued in connection with the 
Register: 

‘The Register does not include practising public accountants 
many of whom advise on management accounting and costing 
and some of whom have established special departments for ` 
this purpose. Nor does the Register include “consulting cost 
accountants” who practise in this field. Companies and other 
inquirers are recommended in the first instance to consult 
with their own auditors when problems in this field are under 
consideration.’ 


In all the circumstances the Council has decided that 
in the case of members of the Society who are not practising 
accountants but who are engaged in the business of manage- 
ment consultancy, no objection will be taken for the time 
being to the inclusion on the Register of Management and 
Industrial Consultants maintained by the British Institute 
of Management of the names of such members or of the 
firms or companies with which they are associated, pro- 
vided that such members are not described as Incorporated 
Accountants or designated as such by the letters F.S.A.a. 
or A.S.A.A. on the Register or in any letter or document 
issued in connection with their consultancy business. 

The Council desires to re-emphasize that an incorporated 
accountant is not permitted to advertise for, or solicit 
accountancy work and that in this and other respects a 
member may not do anything under the guise of a manage- 
ment consultancy business or other business that he is 
not permitted to do as an individual. 


1 Not reproduced. — Editor. 
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This statement replaces the statement made by the 
Council on October 18th, 1951, which was published in 
the December 1951 issue of Accountancy and reproduced 
in the annual report for 1951. 


Professional Fees 


Members are reminded that the scale of fees authorized 
by H.M. Treasury for payment to practising accountants 
for work done for Government departments was revised 
in December 1952. A copy of the revised scale can be 
obtained on application to the Secretary. ° 


Misuse of the Society's Designation 


On July 6th, in the Chancery Division of the High Court, 
Mr Justice Vaisey granted an injunction restraining 
Herbert Charles Vincent of Acton from describing himself 
as an incorporated accountant. Mr Vincent had never been 
a member of the Society. 


Institute of Taxation 


In May the Council lodged a petition with the Privy Council 
Office opposing the application of the Institute of Taxation 
for the grant of a Royal Charter. 


Accountants’ Joint Parliamentary Committee 


The Accountants’ Joint Parliamentary Committee has con- 
tinued its work of watching all parliamentary matters 
relating to the qualification and status of accountants and 
auditors. During the year it has been successful in main- 
taining the adoption of a form of audit clause which in 
effect confines the choice of professional auditor to members 
of the accountancy bodies represented on the joint com- 
mittee. 

For some time past the joint committee has pressed the 
Ministry of Housing and Local Government to allow 
joint boards composed of local authorities to have the right 
of choosing either professional or district audit. The 
issue was recently brought before a Select Committee of 
the House of Commons in connection with the Kent Water 
Bill. The decision was in favour of the joint committee’s 
contention and if, as is hoped, the House of Lords endorses 
that decision, the principle for which the committee has 
been contending will be established by Parliament. 


Disciplinary Committee 


During the year A. McKeown, Belfast, and G. T. Montague, 
Porthcawl, were excluded from membership under the 
provisions of Article 35, and one member was censured 
under the provisions of Article 32. 


Library 


The library facilities are continually being extended, and 
each year more members are taking advantage of them. 

It is particularly desired to bring to the notice of members 
the announcement of a ‘Gift Section’ which was published 
in the March 1955 issue of Accountancy. This section has 
been formed as part of the reference library and it is hoped 
that members of the Society and others wishing to ensure 
that their own books shall be carefully preserved to the 
general benefit of the profession will present books to this 
section. A permanent record of the names of donors, 
together with the titles of the works presented, will be 
displayed in the gift section, and the name of the donor 
will be inscribed in each volume. 

Members who wish to present rare or up-to-date books 
are invited to write to the Secretary in the first instance, 
advising him of the titles of the books. 


Appointments Department 


The number of vacancies of all types notified by employers 
showed an increase of approximately 25 per cent over the 
number notified during 1953. Increasing use is being made 
of this service, and those concerned — employers and em- 
ployees — are invited to communicate with the Appoint- 
ments Officer. 
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Obituary 


The Council records with deep regret the death of seventy- 
six members during 1954. .. - 


Constitution of the Council 


The constitution of the Council and the nomination 
procedure have been reviewed in consultation with the 
committees of branches and district societies: the recom- 
mendations arrived at are summarized below: 


(r) The Council should in future consist of not more 
than thirty-six elected members together with the 
past-presidents of the Society who are willing to 
act. In present circumstances this would give a total 
Council membership of forty-three. 

(2) Whilst it is desirable that the Council should include 
membership drawn from as many branches and dis- 


tricts as possible, the fundamental principle should. 


continue to be that the Society. requires the services 
of the best men available, irrespective of geographical 
considerations. 

(3) It is proposed, with the concurrence of the Council 
of the Scottish Branch, to modify the agreement 
entered into in 1899 (at the time of amalgamation 
of the Scottish Institute of Accountants) whereby 
that branch had the right itself to elect two members 
of the Council; in future at least one of the members 
elected to the Council in the ordinary way would be 
drawn from the Scottish Branch. 

(4) The right of the Council to make an appointment to 
fill a casual vacancy should be retained (the member 
so appointed continuing, of course, to offer himself 
for formal election at the next following annual 
general meeting). 

(5) The right given in Article 55 to any six members to 
nominate an incorporated accountant for election to 
the Council should be retained. 

(6) It should be understood that normally a Council 
member (not being a past-president of the Society) 
would not offer himself for re-election after reaching 
the age of seventy years. 


The Council has constituted a Selection Advisory Com- 
mittee consisting of the President (as chairman), the 
Vice-President, the immediate Past-President and his pre- 
decessor in that office, and three additional members to be 
appointed annually by the Council. This committee is 
charged with the responsibility of considering and reporting 
to the Council on the annual retirements and on sugges- 
tions made from time to time by branches and district 
societies. 


Special resolutions to give effect to the proposals in ` 


paragraphs (1) and (3) above will be submitted for con- 
sideration by members at an extraordinary general meeting 
to be held after the annual general meeting on May r*7th, 
I955. 

Council 


The Council records with regret that Mr C. A. G. Hewson, 
London, and Mr W. H. Fox, Northampton, have resigned 
from the Council. Mr Hewson had served on the Council 
for eleven years and Mr Fox for four years. The Council 
records its warm thanks to these two members for their 
services to the Society. l 

In accordance with the provisions of Article 48 the Council 
appointed Mr James Stanley Heaton,, Fellow, Bradford, 
to fill the vacancy on the Council caused by the death of 
Mr T. H. Nicholson, and Mr Frank Edward Price, Fellow, 
London, and Mr Spencer Laurence Pleasance, Fellow, 
London, to fill the vacancies caused by the resignations of 
Mr C. A G. Hewson and Mr W» H. Fox. Mr Heaton, 
Mr Price, and Mr Pleasance will offer themselves for formal 
election at the annual general meeting in May 1955. 

The following members retire from the Council under 
the provisions of Article 49 and, being eligible, offer them- 
selves for re-election: Edward Baldry, Richard Wilson 
Bartlett, Charles Victor Best, Frank Sewell Bray, Andrew 
Brodie, Leonard Cecil Hawkins, Bertram Nelson, William 
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George Ainge Russell, and Sir Richard Ernest Yeabsley. 

Mr M. J. Faulks, London, and Mr Alexander Hannah, 
Liverpool, also retire from the Council under the provisions 
of Article 49, but do not offer themselves for re-election. 

The Council will greatly miss the services of these two 
members and desires to place on record its deep apprecia~ 
tion of their work for the Society. Mr Faulks has been a 
member of the Council for nineteen years and Mr Hannah 
for eighteen years. 

The Council nominates Mr Harold Leslie Layton, 
Fellow, London, and Mr Albert Blackburn, Fellow, 
Newport, Mon., for election to fill these two vacancies. 
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Auditors 


Mr Stanley J, Wallis, Fellow, and Mr James A. Allen, 
Fellow, have indicated their willingness to continue in 
office as auditors, 

Accounts 


The audited accounts of the Society are annexed. 
BERTRAM NELSON, President. 
RICHARD E. YEABSLEY, Vice-President. 
I. A. F. CRAIG, Secretary. 


Incorporated Accountants’ Hall, 


London, WC2. March 23rd, 1955. 


THE CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 
SEVENTY-SECOND ANNUAL GENERAL MEETING 


The seventy-second annual general meeting of the 
Chartered Accountant Students’ Society of London 
was held on April 2gth in the Hall of the Chartered 
Insurance Institute. About eighty members were 
present. 

The President, Sir Harold Gillett, M.C., F.c.A., 
was in the chair and was supported by the following 
Vice-Presidents: Mr George R. Freeman. F.c.a., 
Sir Harold Barton, F.c.a., Sir Thomas Robson, 
M.B.E., M.A., F.C.A., Mr W. G. Campbell, B.A., F.C.A., 
and Mr Douglas A. Clarke, LL.B., F.C.A. 


Further Growth in Membership 


Commenting, in its report for the year to December 
31st, 1954, on the further growth in the membership 
of the Society (it rose from 4,465 to 4,615), the com- 
mittee nevertheless express some concern that there 
is still a considerable number of students who take 
no part at all in any of the Society's activities. They 
attribute this to the fact that ‘many offices have no 
students’ society tradition’, The committee feel that 
the good influence of principals can be a major factor 
in encouraging articled clerks to take an interest in 
the Society. To this end, the Society now circulates 
copies of its programmes for display on the notice 
boards of all offices where there are articled clerks. 


Meetings and Lectures 


There have been four general meetings during the 
year, including the annual general meeting and the 
President’s meeting at which Sir Stephen Tallents, 
K.C.M.G., C.B., C.B.E., was the guest speaker. The Lord 
Mayor also attended this meeting and briefly addressed 
the 450 students who were present. 

The various courses of lectures — Seven in all— 
arranged by the Society, were well attended, the 
improvement in attendance being particularly marked 
in the general lecture course, the aim of which is to 
bring to students additional practical knowledge from 
the experience of lecturers. 


First Residential Course 


-The Society’s first week-end residential course was 
held during the year at Balliol College, Oxford, and 
was attended by 173 students. About So other applica- 
tions had to be refused owing to the limits of accom- 
modation. It is hoped that a ‘still better course’ may 


be held during 1955 as a result of the many suggestions 
which have been received for improving the pro- 
gramme. 

Visits by small parties of students to each of the 
‘Big Five’ banks have been made during the year, as 
well as to the Stock Exchange, the Royal Mint, Ford 
Motor Works, and to London airport where Mr K. W. 
Bevan, A.C.A., chief accountant of B.O.A.C., showed 
the party the system of budgetary control in operation 
and explained the activities of the Corporation. 


Social Activities and Sport 


The annual dinner of the Society at which the guest 
of honour was General Sir Rob Lockhart, K.C.B., 
C.I.E., M.C., was attended by about 1,000 diners. The 
guests also included Major-General Sir Edward Spears, 
Bt., K.B.E., C.B., M.C., F.INST.D., Lord Lloyd, M.B.E., 
Mr D. V. House, F.C.A., President of the Institute, 
and the Bishop of London. 

Two successful dances were held, the first at the 
Royal Empire Society’s Rooms was attended by 118 
members and guests, and the other, an all-night dance 
at the Royal Festival Hall Restaurant, was attended 
by 250 members and their partners. 

On the sports field, matches have been played in 
rugby and association football, cricket, tennis, bad- 
minton and squash. Groups have also been formed 
for chess and bridge. 


Accounts 


The accounts for the year to December 316t, 1954, 
show a surplus of £1,578 compared with {1,110 in 
1953. This increase is mainly due to the continued 
growth in the Society’s membership. There has been 
considerable expense in purchasing up-to-date editions 
of text-books for the library and in the provision for 
dilapidations on the library and students’ room. 

It is anticipated that there will be further consider- 
able increases in expenditure in future years arising 
from the expansion of the Society’s membership and 
activities. 


Adoption of Report and Accounts 


The report and accounts were adopted without any 
questions or suggestions from members after Mr A. R. 
Whyte, the chairman of the committee, had referred 
briefly to the continuing expansion of the Society’s 
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activities, in particular the two new branches which 
had recently been opened for Guildford and for 
Bedfordshire, and the first residential course held at 
Balliol College, Oxford. Mr Whyte reminded members 
of the very large amount of work involved in organiz- 
ing the many activities provided by the Society, and 
mentioned the difficulties in obtaining young members 
for the committee who would be able to help with 
ideas. He concluded by asking for more suggestions 
and criticism of the Society’s work. 


Election of Officers 


Sir Harold Gillett was re-elected President, with an 
expression of the thanks of the Society for the time 
and lively interest he always gave student matters. 

In proposing the re-election as Vice-Presidents of 
Sir Harold Barton, F.c.a., Mr W. G. Campbell, B.A., 
F.c.A., and Mr Brian Manning, p.L., J.P., F.C.A., 
Mr G. B. C. Hughes, B.A., A.C.A., Vice-Chairman of 
the committee, referred to the great loss which the 
Society had recently sustained by the sudden death of 
Mr John Myers, F.c.a., who had been a vice-president 
since 1948 after holding office continuously since he 
joined the Society in 1905. The meeting stood in 
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tribute to the memory of this great friend of 
students. 

The re-election of Mr R. P. Matthews, J.P., B.COM., 
F.C.A., as honorary treasurer, and of Mr W. E. Parker, 
C.B.E., F.C.A., and Mr H Garton Ash, opp, M.C., 
F.C.A., aS honorary auditors was carried with a vote of 
thanks for all they had done in past years in support of 
the Society. 


The retiring members of the committee were re- 


elected and three new members elected to fill vacancies; 
Mr J. M. G. Andrews, Mr P. N. Morshead, B.A., and 
Mr L. G. Payne. 

The meeting then discussed and passed the following 
resolution: 


“That this Society regrets the Institute’s rejection of 
the proposal for an accountancy school, and is of the 
opinion that such a development would be both desirable 
and practicable and in the best interests of the profession 
and of articled clerks, and further wishes the committee 
of the Society to make an accurate measurement of 
student opinion on this subject, and further asks that the 
Council of the Institute publish their reasons for the 
rejection of the proposal for an accountancy school.’ 


The meeting concluded with a hearty vote of thanks 
to the President, Sir Harold Gillett. 


NOTES AND NOTICES 


Personal 


Messrs Peat, Marwick, MITCHELL & Co, Char- 
tered Accountants, announce that Mr W. N. HERALD, 
F.C.A., retired from the West Riding partnership on 
April 30th, 1955, on accepting an appointment as a 
director of JosHua TETLEY & Son Lp, the Leeds 
brewers. They also announce that Mr K. A. 
McKINLay, C.A., who has been associated with the 
firm for a number of years, has been admitted to the 
West Riding partnership as from May Ist, 1955. 

Messrs PALMER, HAINES, SPENCE & Co, Chartered 
Accountants, announce that on May ist, 1955, 
Mr J. SPENCE, F.C.A., is entering into partnership with 
Mr D. J. DUTHIE, M.C., F.c.a, and Mr R. D. 
HENDERSON, B.A., F.C.A. The practice will be carried 
on under the style of HENDERSON, DUTHIE, SPENCE 
& Co and will be conducted from Guildhall Annexe, 
23 King Street, London, EC2, and o Clement’s 
Lane, London, EC4. 

Messrs JENKS, PERCIVAL, PIDGEON & Co, Chartered 
Accountants, of 14 Finsbury Circus, London, EC2, 
announce that on May ist, 1955, they admitted to 
partnership Mr K. S. MOORE, A.C.A., who has been 
a member of their staff for many years. 

Messrs TurQuanp, Youncs & Co announce that 
Mr J. B. P. WILLIAMSON, F.c.A., will retire from the 
partnership at June 30th next to enable him to devote 
his time to his financial and public appointments. 

Mr Harotp ROTHWELL, F.C.A„ of REEVES & 
ROTHWELL, Chartered Accountants, of 5 Laurence 
Pountney Lane, London, EC4, announces that as 
from May Ist, 1955, Mr R. STODDARD LonccrortT, 
F.C.A., Mr L. A. ANDERSON, F.C.A., F.S.A.A., and Mr 
KENDAL W. Bouc, A.C.A., have joined him in 


e 


partnership. The style of the firm will remain un- 
changed. 


Messrs BarTFIELD & Co, Incorporated Ge : 


7 Harley Street, WI, and also at Leeds, announce 
that as from April 3oth, 1955, Mr À. L. SHREBNICK, 
A.C.A., A.S.A.A., has retired from the partnership. 
The remaining partners, Mr I. BARTFIELD, F.S.A.A., 
and Mr S. BarTFIELD, F.C.A., F.S.A.A.. announce 


that as from May ist, 1955, Mr Everarp NICHOLAS 


GOODMAN, A.S.A.A., who has been associated with 
them for a number of years, has been admitted into 
the partnership in the London practice. 

Messrs A. E. Limenouse & Co, Incorporated 
Accountants, of 24 Market Place, Rugby, announce 
that as from May ist, 1955, they have admitted into 
partnership Mr MALCOLM Martin DEACON, A.C.A., 
who has been a member of their staff for a number of 
years. The name of the firm will remain unchanged. 


Professional Notes 
Mr A. E. P. Turner, A.C.A., A.M.LLA., has been 


appointed director and secretary of ‘Thompson ; a 


Brothers (Bilston) Ltd as from May rst. 

Mr R. R. W. E. White, A.s.a.a., A.L.M.T.A., group 
accountant, Hull Group, North Eastern Gas Board, 
has been appointed secretary and accountant to’ the 
Sunderland and Soyth Shields Water Company. 

Mr P. L. Oliver, A.C.A., F.C.C.S., A.T.1.1., has been 
elected president of the Corporation of Insurance 
Agents. Mr A. J. Heald, F.C.A., F.A.C.C.A., has been 
re-elected a vice-president of the Corporation. 

Mr A. V. Dunworth, a.a.c.c.a., has been appointed 
secretary and accountant to Roadless Traction Ltd, 
of Hounslqw, Middlesex. 
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Mr Arthur Dawson, A.C.A., has been appointed 
managing director of Celotex Ltd. He relinquishes 
his position as secretary of the company which he 
has held since 1937. 

Mr Desmond D Rodgers, A.c.w.a., who has been 
assistant secretary of Celotex Ltd since January 
1952, has been appointed secretary of the company in 
succession to Mr Dawson. 

Mr 8S. G. Rowlandson, M.B.E., J.P., F.C.A., has been 
elected chairman of the Middlesex County Council. 
Mr Rowlandson is senior partner in the firm of 
S. Graham Rowlandson, Chartered Accountants, of 
London. 

Mr H. Cowan-Douglas, c.a., has been elected a 


© director of Second Scottish United Investors Ltd. 


Mr J. Morrison, c.A., has been appointed secretary 
of Steel, Coulson & Co Ltd, of Edinburgh. 


Obituary 
ALEXANDER JOHN BULFORD, A.C.A. 
We regret to record the death on April 7th, at the 
early age of 38, of Mr Alexander John Bulford, A.C.A., 
after a painful illness. 
-Mr Bulford was educated at Whitgift School, 
Croydon, and after service with the Royal Navy and 


~—several years spent as a prisoner of war in Germany, 


Lo 


‚served his articles with Messrs Wetton, Page & Co, 
Chartered Accountants, of London. He was admitted 
an Associate of the Institute in 1951, in which year 
he joined the staff of Messrs Wilson, Sons & Co Ltd, 
of London, as an accountant. 


HENRY WALTON JONES, A.C.A. 


We have learned with regret of the death on April 
22nd, of Mr Henry Walton Jones, A.C.A., at the age of 
50. 

Mr Jones, who was admitted an Associate of the 
Institute in 1929, had been treasurer of the Leeds 
Regional Hospital Board for the past seven years. He 
had previously been treasurer of the River Trent 
Catchment Board. 

A memorial service was held at the Trinity Metho- 
dist Church, West Park, Harrogate, on May 3rd. 


In Parliament 
Income TAX Act, 1952 (SECTION 468) 
Mr F. P. Crowper asked the Chancellor of the 
` Exchequer how many applications for permission to 
migrate under Section 468 of the Income Tax Act, 
1952, have been received; how many have been 


' granted; and how many refused. 
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Mr H. BROOKE: 1,100 applications have been made 
for Treasury consent to transactions falling under 
the four heads of Section 468 of the Income Tax Act, 
1952. Of these, 1,085 have been granted and fifteen 
refused. 

Hansard, April 28th, 1955. Written Answers. Col. 74. 


The Institute of Chartered Accountants 
in England and Wales 


THE PRESIDENT’S DINNER 


The President of the Institute, Mr Donald V. House, 

F.C.A., gave a dinner at the Hall of the Institute of 

Chartered Accountants in England and Wales, . 

Moorgate Place, London, last Tuesday evening. 
The following guests were present: 


- Messrs J. R. W. Alexander, c.B.E., W. M. Allen, Mrs 
W. Amor, Messrs H. Garton Ash, o B.E., MG R. W. 
Bankes, c.B.zE., W. L. Barrows, Sir Harold Barton, Messrs 
T. A. Hamilton Baynes, H. Beer, cp, S. J. D. Berger, M.C., 
Sir Bernhard Binder, Messrs T. Fleming Birch, James 
Blakey, C. W. Boyce, c.B.z., Patrick Butler. 

Messrs W. G. Campbell, P. F. Carpenter, W. S. 
Carrington, L. F. Cheyney, L. H. Clark, D. A. Clarke, 
Jack Clayton, Kenneth D. Cole, À. F. B. Cooke, D. W. 
Cornwell, E. C. Corton, J. Cowen, I. A. F. Craig, opp, 
W. G. Densem, E. T. Denton, R, C. de Zouche, A. S. H. 
Dicker, M.B.E., Rev. A. J. Drewett, Mr Eric E. Dudley. 

Messrs L. R. Elcombe, C. E. M. Emmerson, W. W. Fea, 
D. M. Finlayson, G. R. Freeman, C. G, Garratt-Holden, 
Sir Harold Gillett, M.C., Messrs Eric Goddard, P. F. 
aes, K.G.M. Harding, J. M. Harrison, W. E. Harrison, 

M. J. G. Harvey, I. 8. F. Hill, Philip W. Hort, Sir Harold 
Howitt, G.B.E., D.S.O,, M.C 

Mr F. H. Jessop, Sir Russell Kettle, Messrs J. C. Latham, 
D.L, W. H. Lawson, c.B.z., Sir Frank Lee, K.C.B., C.M.G., 
Messrs R. B. Leech, M.B.E., T.D., H. Lemmon, M. A. 
Liddell, C. H. S. Loveday, Francis E. Lumb, T. G. 
Lund, Geng, E. H. V. McDougall, W. R. MacGregor, 
Alan 8. Maclver, M.C., K. H. Mackenzie, R. McNeil, 


Sir Philip Magnus-Allcroft, Bt., J. H. Mann, M.B.E; 
W. V. Meacock, A. W. Miles, C. E. Mills, C. D. Morley, 
H. C. Mounsey. 


Messrs H. T. Dhue ae W. Zeg Norton, M.B.E., M.C., 
Joba Pears, C. U. Peat, M.C., A. 
J. B. SE H J. Potts, Wilfrid Price, 
B. G. Porter, P. M. Rees, M.C., Charles Reid, p.s.o., 
D. J. Robarts, P. V. Roberts, L. W. Robson, Sir Thomas 
Robson, M.B.E. 

Messrs G. F. Saunders, Gilbert D. Shepherd, M.B.E., 
K. G. Shuttleworth, Basil Smallpeice, Percy E. Smith, T. C 
Squance, 0.B.8., T.D., D.L., C, M. Strachan, o.3.8., H. F. 
Strachan, Mr C. A. Surtees, Mrs B, A. Taylor, Messrs E. 
Duncan Taylor, H. W. Thomson, G. L. C. Touche, E. C. 
Turner, T.D., E. Gordon Turner, M.C. 

Miss D. M. Vaughan, Messrs C. G. Vaughan-Lee, D.S.C., 
Derek Veale, A. D. Walker, Sir Nicholas Waterhouse, 
K.B.E., Messrs Guy Waterworth, M. Wheatley Jones, 
E. F. G. Whinney, F. W. Wilkinson, R. P. Winter, 
M.C., T.D., D.L., Sir Richard Yeabsley, C.B.E. 


There were no formal speeches. The President 
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proposed the loyal toast and Sir Frank Lee proposed 
the health of the President, who briefly replied. The 
company was entertained by David Berglas, the ‘Man 
of Magic’. 


Dinner of the Council of the Irish Institute 


The Council of The Institute of Chartered Account- 
ants in Ireland held a dinner at The Shelbourne Hotel, 
Dublin, on April r4th, to mark the unique event of 
two partners in the same firm being Presidents of 
their respective Institutes - Mr Donald V. House, 
F.C.A., being President of The Institute of Chartered 
Accountants in England and Wales, in the same year 
as Mr Patrick Butler, F.c.a., is President of The 
Institute of Chartered Accountants in Ireland. 
Mr House and Mr Butler are partners in the firm of 
Banner, Mounsey, Butler and Chance, of Dublin, 
Liverpool and London. 

The function was attended by Mr House and Mr 
Butler, together with all the members of the Council 
of the Irish Institute, some of whom had travelled 
from Belfast and Cork. Mr F. Cleland, F.c.a., Vice- 
President of the Irish Institute, was in the chair. 

Also present as guests were Mr L. G. Chance, 
F.C.A., a partner in the firm of Banner, Mounsey, 
Butler and Chance; Mr A. S. MacIver, M.C., B.A., 
Secretary of The Institute of Chartered Accountants 
in England and Wales; Mr W. E Crawford, F.c.a., 
Secretary of the Irish Institute, and Mr H. Stevenson, 
F.C.A., Joint Secretary (Belfast) of the Irish Insti- 
tute. 

The proceedings during the evening were informal 
and the occasion proved most successful and enjoy- 


able. 


The Institute of Chartered Accountants 
in England and Wales 


‘TAXATION AND RESEARCH COMMITTEE 


| The eightieth meeting of the Taxation and 
Research Committee was held at the Institute 
on Thursday, April 21st, 7955, at 2 p.m. 


Present: Mr T. Fleming Birch (m the chair); Messrs 
R. P. Brown, P. F. Carpenter, F. Carruthers, J. Cartner, 
A. H. Cheney, D. A. Clarke, R. W. Cox, W. G. Densem, 
S. Dixon, 5. M. Duncan, A. R. English, F. T. Eves, E. S. 
Foden, G. G. G. Goult, G. 8. Hamilton, 8. C. Hand, 
W. S. Hayes, G. N. Hunter, F. M. Kellett, S. Kitchen, 
J. Latham, Gas, J. H. Mann, M.B.E., G. P. Morgan-Jones, 
F. S. Mowforth, R. A. Palmer, T.D., J. H. Plant, A. H. 
Proud, A. Rayner, H. F. Strachan, L. W. Underwood, 
F. J. Weeks, E. F. G. Whinney and E. K. Wright, with the 
Secretary. 
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Standing Sub-Committees 


Reports from the following standing sub-committees - 
were received: 

General Advisory Sub-Committee. 

Management Accounting Sub-Committee. 

Taxation Sub-Committee. 


Ad hoc Sub-Committees 


Reports were received from five special sub-com- | 
mittees and one new special sub-committee was 
appointed. 

Future Meetings 


The next meeting of the Committee was fixed for 
Thursday, June 16th, 1955, and the dates for other 
meetings in 1955 are: | 
Thursday, September 15th, 1955. 
sé October 2oth, 1955. 
35 December 15th, 1955. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or May 8TH, 1880 
THE SocIETY OF ACCOUNTANTS IN ENGLAND 

Elsewhere will be found a report of the proceedings 
at the Ninth Annual General Meeting of the Society 
of Accountants in England, which was held on 
Wednesday last. The grant of the Charter of Incor- . 
poration naturally formed the leading subject of 
discussion; and in fact during the progress of the 
business meeting, the members present were gratified 
by the receipt of a letter from the Secretary of the 
Institute of Accountants, announcing that the Charter 
had received Her Majesty’s warrant, and that the 
formalities were all but completed. It is hardly 
necessary to state that the Society will in due time 
dissolve itself, and will, with the Institute, and the 
provincial Societies, form the new Chartered 
Institute. The process of dissolution will however we 
understand be confined to the two metropolitan 
bodies, as it is intended to keep on the provincial 
Societies for local purposes. ‘The time of dissolving 
was canvassed at some length at the meeting, the 
upshot being that the matter was practically left — 
to the discretion of the Council, with the understand- ‘ 
ing that they should prepare a scheme of winding-up, 
to be submitted to members prior to a special meeting, 
which will be called at a date to be hereafter decided 
upon by the Council. The opinion of the meeting 
was however elicited on one point, connected with 
the change of state, viz., that no new members 
ought to be admitted from that date, and that `. 
applicants should be recommended to make their | 


application to the Chartered Institute. ... M 
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SEVENTY-FIVE YEARS 


HE passing of the Companies Act of 1862 created an age 

of opportunism in the economic society of this country. 

Wits became a greater commercial asset than the capacity 
for honest work and large fortunes were made by the mentally 
agile who had persuaded themselves that their moral responsi- 
bilities towards their fellow men need go no farther than their 
legal obligations. This abuse by the unscrupulous of the new 
principle of limited liability inevitably brought misfortune to 
many, and the industrial history of that period is marred by its 
dismal record of bankruptcies and liquidations. 

It was against this disturbing background that the accountancy 
profession began recognizably to emerge. Hitherto, its practitioners 
had been associated simultaneously with other activities ranging 
from schoolmastering to stockbroking, but the need of the times 
was for the existence of a strong and independent body of 
commercial arbiters. This was soon recognized by accountants 
themselves and, in 1870, the first English professional associations 
were formed in Liverpool and London. During the next ten 
years, others were started in Manchester and Sheffield and, in 
1880, on the initiative of the London body, all were amalgamated. 
A Royal Charter was granted by QuEEN VICTORIA on May 11th of 
that year, and The Institute of Chartered Accountants in England 
and Wales began its long and distinguished life with 599 members. 
This number has now grown to over 18,500 and the power and 
influence of the Institute have increased in like proportion. 
Bankruptcy work, which was the main preoccupation of its 
members in the earlier years, has now been replaced in major 
importance by auditing, taxation and various aspects of company 
management. 

It was said in the prosperous fourteenth-century republics of 
northern Italy that good trade was the outcome of accurate book- 
keeping. It is certainly a valid assumption in this country today 
that the existence of a body like the Institute, with its highly 
perfected code of professional conduct, has had a profound 
influence on business morality. This is substantiated by the 
change of emphasis in the character of the work now being 
undertaken by its members. The Duke or EDINBURGH’s belief, 
so eloquently expressed at the banquet in Guildhall on Monday, 
that the Institute will go from strength to strength and that it 
will uphold the best traditions of a great profession in the future, 
will be shared by all who wish to see perpetuated the high 
qualities of truth and impartiality. 

A full report with photographs of the banquet in Guildhall 
last Monday is given elsewhere in this issue. 
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THE INSTITUTE’S YEAR 


of Chartered Accountants in England and 
Wales for 1954 was reproduced in these 
pages two weeks ago. Complementary to this 
chronicle of sustained activity is the full account, 
given elsewhere in this issue, of the proceedings 
of the seventy-fourth annual meeting of the 
Institute, held in London on Wednesday of last 
week. There is ample evidence in these two 
records that the Institute, after three-quarters of 
a century of steadily progressive existence, has 
become an institution indispensable both to the 
profession and to the community. 

. The latest statistics of the membership and 
the finances of the Institute now made available 
are most encouraging. The number of members 
at January ist of this year was 18,151, an increase 
of 590 over the number at January rst, 1954. 
Articles of clerkship registered in 1954 totalled 
1,547, or 186 more than in the previous year. 
Of the 2,164 candidates who sat the Intermediate 
examinations last year, 1,064 or 49 per cent 
passed. The corresponding percentage for 1953 
was 47. In the 1954 Final examinations, 782 
of the 1,728 candidates passed or 45 per cent, 
compared with 46 per cent in the previous year. 

The Institute’s income and expenditure account 
showed a surplus for 1954 of £18,097 as against 
a surplus of £19,230 for 1953. On a roundabouts 
and swings reckoning, the two figures are broadly 
comparable although each reflects a number of 
transactions special to its own period. This year, 
for example, the basis of dealing with furniture, 
fittings and equipment has been altered and, to 
enable the Council to stabilize the asset value at 
£10,000 and to write off future new expenditure 
direct to income and expenditure account, a 
charge of {£2,969 has been made for depreciation 
in 1954 as compared with {1,221 for the year 
before. The balance of the accumulated fund at 
December 31st, 1954, was £203,907, a highly 
satisfactory sum and one which would almost 
certainly be considerably increased if ever the 
Institute were to modify its eminently sound 
views on the doctrine of historic cost and 
substitute in its balance sheet the current values 
of the freehold property and investments. - 

. The activities of the Institute in 1954 followed 
the usual pattern. No additions to the series of 


T HE report of the Council of The Institute 


at Hanover and the 


recommendations on accounting principles were 
made but, in June last, a pamphlet entitled 
Managememt accounting an outline of its nature 
and purpose was issued to all members and 
to others interested in this subject and re- 
ceived widespread attention. Concern for all 
matters affecting the well-being and integrity of 
the profession has again characterized the 
deliberations of the Council. During last year, it 
published statements on the interpretation of the 
word ‘practice’ and on professional conduct ‘with 
regard to advertisements and notices in the 
Press. It has also kept a close watch on current 
legislation and other developments both in this 
country and abroad and has acted to good purpose 
where and whenever it appeared that the 
principles upheld by the profession were likely 
to be endangered. 

A new and pleasing link between the Institute 
and the University of Cambridge was formed 
last June by the establishment of a P. D. Leake 
Professorship of Finance and Accounting. The 
first occupant of the Chair, Mr J. R. N. STONE, 
C.B.E., M.A., takes up the appointment on July 
Ist of this year. While the Institute will not be 
specifically connected with the work of the new 
Chair which is to be primarily the conduct and 
direction of research, it will have a common 
interest in an enterprise which, as we said in a 
leading article at the time of the original announce- 
ment, will bring honour and delight equally to 
the accountancy profession and to the ancient 
foundation of the University of Cambridge. 


Aen 


During his year of office the PRESIDENT has ` 


been, even more so than most of his predecessors, 
a travelling ambassador on behalf of the Institute. 
In addition to the usual visits to the district 
societies, he attended the centenary celebrations 
of the Scottish Institute, the golden jubilee 


celebrations of the Association, and the annual ` 


en 


meetings of the Institut der Wirtschaftsprifer ` 


American Institute of 
Accountants at New York. It would be wrong to 
assume that these were wholly social occasions. 
Many discussions, no less important because most 
of them were informal, were held in the course of 
the PRESIDENT'S peregrinations and all of them 
helped appreciably towards promoting better 


understanding among accountants whose prob- 


a 
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lems, whatever differences in colour, coinage or 
constitution may exist, are basically the same 
the world over. 

_ In the course of his presidential address, MR 
House makes some pertinent remarks on the 
_ ever-increasing range of certificates which auditors 
are expected to sign in connection with certain 
trading aspects of their clients’ businesses. 
Every accountant in practice who has wrestled 
with the more ridiculous of these bland requests — 
made by persons with apparently little conception 
of the duties and functions of an auditor — 
knowing full well that a separate investigation 
would have to be carried out before a certificate 
without qualification could conscientiously be 
given, will welcome the PRESIDENT’s timely 
guidance in the matter. If Mr Houses hypo- 
thetical examination question became a reality 
and the auditor had, in fact, to attend at the egg- 
packing station, then an entirely new and sinister 
significance might be given to the nursery rhyme — 

“Gentlemen come every day 
To see what my black hen doth lay.’ 

There are, the PRESIDENT points out, two kinds 
of certificate required which are unsatisfactory. 
One refers to matters which are not the concern 
of auditors at all and of which he could not 
reasonably be expected to have expert knowledge. 
The other asks for certain statements to be 
certified as correct whereas the most the auditor 
can do is to express an opinion on the system 
and on the accuracy of the statement produced 
by it. The course of action in either instance is 
clear. If the certificate is impracticable, the client 
should be informed and he, in turn, should get 
- the appropriate association to have the certificate 
modified or withdrawn. If a certificate can be 
signed after alteration, then the auditor should 
indicate the extent of his responsibility as a 
result of the amendment. Whatever the treatment, 
however, the profession cannot afford to let pass 
Í unheeded the PRESIDENT'S plea that the value of 
an auditor’s certificate must not be cheapened 
by excessive use or abuse. Members in commerce 
and industry can assist by seeing that any such 
requests sent out by organizations with which 
they are connected are suitable but the ultimate 
“decision as to whether or not the request can 
conscientiously be complied with must rest with 
the accountant in practice who, every time he 
attests such a document, pledges the honour 
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not only. of himself and of his firm but also of 
the profession to which he belongs. 

In referring to the Budget in his address, 
Mr House expresses disappointment that the 
CHANCELLOR OF THE EXCHEQUER hag not been 
able to implement the recommendations con- 
tained in the Millard Tucker report, published 
in February of last year, which would enable the 
self-employed man to make provision for his own 
retirement on a similar basis to the superannuation 
scheme which the law already allows him to 
operate for the benefit of his employees. The 
PRESIDENT’S complaint at the delay is fully 
justified. A year has passed since his predecessor 
in office, Mr JAMES BLAKEY, F.C.A.. made a 
comparable comment and in 1953, SIR THOMAS 
ROBSON, M.B.E., MA, F.C.A., the then President, 
in advance of the appearance of the Tucker 
report, spoke eloquently on the same theme. 
Under existing conditions, the ageing professional 
man is faced with a doyble dilemma. Firstly, 
he cannot buy himself a pension out of his net 
earnings and secondly, he cannot capitalize the 
goodwill of-his practice because the members of 
the younger generation are unable themselves to 
accumulate capital wherewith to buy partnerships. 
He must, therefore, work on with each additional 
year, cutting deeper into his period of well-earned 
retirement. There is, of course, another conse- 
quence of this economic impasse. The young, 
qualified accountant seeing, in the modern 
idiom, no future in the profession in its present 
state, accepts the first chance he gets to enter 
industry or commerce where the rate of advance- 
ment is not impeded by the absence of personal 
capital and where the material rewards are, on 
the whole, more generous. This drain of talent 
must, unless it is arrested in time, have an 
adverse affect on the standing of the profession. 

Mr House hopes that the eventual appearance 
of the main report of the Royal Commission on 
Taxation of Profits and Income may be the 
occasion for a major adjustment and emphasizes 
the need for finding a solution quickly. We 
whole-heartedly agree. Any weakening of the 
professional classes, as we have so often stressed 
before in these columns, means a deterioration in 
the country’s cultural standards and that prospect, 
in an age when our independent way of living is 
already threatened from other directions, is 
unthinkable. 
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PAYMENTS OF CAPITAL SUMS 
TO DIRECTORS ON RETIREMENT 


° by R. BUCHANAN-DUNLOP 


of a company on his retirement from office 
is one of those questions which involve 
considerations of both company and income tax 
law, for it resolves itself into two parts — the first, 
whether the company can properly make the 
payment and the director retain it, and the second, 
how it can be made so that it is deductible by the 
company as a revenue expense in computing its 
profits for the purposes of taxation and at the 
same time is a capital receipt in the hands of the 
director. | i 
I propose to deal first with the consideration 
of company law. 


T: payment of a capital sum to a director 


Whether the Company has Power 


In determining whether a company can make 
such a payment to a director, it Is necessary to 
consider whether it has power to do so. 

To answer this question one must look at the 
objects clause of its memorandum of association. 
If that clause contains no express power to pay 
or provide for pensions or gratuities — many of 
the older memorandums contain no such power — 
then it is quite clear from authority that a trading 
company has an implied power to do so,! and this 
implied power extends to the payment of a 
pension to the family of a deceased manager or 
working director®, and to the secretary of a non- 
commercial corporation.’ 

It is, however, more usual for a memorandum 
to make express provision for such payments, 
and clauses in modern form specifically provide 
that they may be made to employees including 
directors, or more often full-time working 
directofs, of the company. In such cases there is 
no problem. 

The difficulty arises when the express power 
limits its exercise in favour of employees or ex- 
employees, or to persons who are or were in the 
employment of the company. In this case two 
further questions arise; firstly, whether the express 
power excludes the power that would have been 
implied in its absence in so far as such implied 
1 See Hampson v, Prices Patent Candle Co ((1876 
L.J.Ch. SCH e 


* See Henderson v. Bank of Australasia ((1888) 40 Ch.D. 
170) and Re Lee Behrens & Co ([1932] 2 Ch. 46). 


£ ee Cyclists Touring Club v. Hopkinson ([1910] r Ch. 179). 


power would have been wider and secondly, 
whether a director or a full-time working director 
is a person in the employment of the company 
for the purposes of such a provision. 

The first of these questions resolves itself into a 
consideration whether the rule of construction 
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expressum facit cessare tacitum applies to the . 


memorandum of association of a company. There 
is no English authority on this point, though an 
argument can be propounded based on Eve, J.’s, 
judgment in Re Lee Behrens & Co* that it does 
not apply. Eve, J.; was not, however, directing 
his mind to this question and it is not at all clear 
whether or not the rule does apply, so that a 
company with such a limited power expressed in 
its memorandum may be restricted to making 
payments of the kind expressly authorized. 

It is interesting to note that in Canada the 
rule has been held to apply to the construction of 
a charter of a company and in South Africa® 
to a memorandum of association. On the other 
hand, in Kingsbury Collieries Lid and Moore’s 
Contract®, Kekewich, J., expressed a view that 
the similar rule of construction inclusio unius 
exclusio alterius should not be applied to a 
memorandum of association, though in India’ 
that rule was also held to apply to a memorandum 
and the Court, in fact, held that where a gratuity 
was expressly payable to certain persons it could 
not be paid to others. 


Is a Director an Employee of a Company ? 
The second question, whether a director can be 
an employee for the purposes of this power, is a 
more difficult one. I would, however, suggest that 
the trend of authority is in favour of distinguish- 


T 


ing between a director who is employed in some , 


capacity as an executive director, i.e. where his 
employment is dependent on his directorship, 
and a director who holds some other position in 
the company quite independent of his director- 
ship. 

Se u. Electrical Construction Co ({z1907] 16 O.R. 232, 
239). 


5 Haynes and Co Ltd o Central Agency for Co-operative 
Societies ([1938] S.A. App. 357). 


8 T1907] z Ch. 259. 


7 Syam Chand Nandi v. Calcutta Stock Exchange Association 
Ltd ({1945] I.L.R. 2 Cal. 313). 
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There are two English decisions! in which it 
was held that a managing or other director was 
not a person in the employment of a company, 
and in the second of these two cases it was 
expressly decided that a managing director was 
not in such employment for the purpose of 
paying a pension to his widow. Both these cases 
were, however, concerned with a managing 
director, and can, therefore, be limited in their 
application. 

In other decisions, particularly in Scotland 
where the law is sometimes more practical, the 
Court has recognized that a director may have 
two separate relationships with a company: one 
as a director and the other as an employee. The 
germ of this idea can be found in Re Beeton & Co? 
Hindle v. John Cotton? and Fowler v. Commercial 
Timber Cot, but it was finally developed in 
Scotland in two cases, Kerr v. Walker® and 
Anderson v. James Sutherland. The first of these 
two cases was in fact concerned with the question 
at issue, whether a company with a restricted 
power of the type being considered could pay a 


_ pension to a director who had also been a salaried 


=z 


ern 


manager. The majority of the Court of Session 
were of opinion that he was a director and manager 
not a managing director and was consequently 
as manager in the employment of the company. 
The later case is full of very careful argument to 
the same effect. 

Both these cases were decided after Re Lee 
Behrens & Co but are not, of course, binding on 
an English Court. It is, however, significant to 
note that in Trussed Steel Concrete Co Ltd v. 
Green,’ Cohen, J., expressed approval of the 
decision in Anderson v. James Sutherland and it 
seems possible that the English Courts might 
now recognize that a director can have two 
capacities in such a context. Until the question 
comes before the Court in England, however, it is 
advisable, where the memorandum is in such a 
limited form, to alter it and extend the power 
before making any payment to a director. 


Can the Power be Exercised ? 


Having decided that the company has power to 
make the payment, it is then necessary to deter- 
mine whether the company or the directors can 
exercise the power in any particular case. In 
order to justify any payment out of a company’s 


1 Normandy o. Ind Coope & Co ([1908] 1 Ch. 84); Re Lee 
Behrens & Co (supra). Ge P 


š [1913] 2 Ch. 279. 
+ [1930] 2 K.B. r. 
3 [1941] S.C. 203. 


S [roro] 56 S.L.R. 625. 


š [1933] S.C. 458. 
7 [1946] 1 Ch. ars, 
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funds, the directors must ask the three pertinent 
questions posed by Eve, J., in Re Lee Behrens 
& Co; these are: 

(a) Is the transaction reasonably incidental to 

the carrying on of the company’s business? 

(b) Is it a bona fide transaction? ° 

(c) Is it done for the benefit and to promote the 

prosperity of the company? 

The payment of a gratuity to a working director 
on his leaving the company’s service is supported 
as being for the benefit of the company by the 
argument that by treating its employees gener- 
ously the company attracts the right kind of 
employee or working director into its service. 
It follows, however, that a payment of this nature 
cannot be made if the company is in liquidation 
or about to go into liquidation, for then the 
question of attracting future employees does not 
arise.8 It is, of course, also necessary to justify 
the quantum of the payment having regard to the 
length of service of the director and the import- 
ance of the position that he held. 

If the board exercises the power in favour of 
one of its number it must be delegated the power 
to do so by the articles of association, and to 
enable the director to retain the sum paid to 
him, such a delegation must be an express one 
to exercise the power in favour of a class of per- 
sons including directors of the class concerned, 
for the directors cannot put their hands into the 
company’s till except in so far as they are 
authorized to do so. 

In passing the resolution to make the payment 
there must be a quorum of the directors at the 
meeting independent of the interested director 
or directors unless the articles expressly authorize 
a director who is ‘interested in a resolution to be 
counted in the quorum at the meeting at which it 
is passed. If a payment is made improperly or 
without proper authority, the person who 
receives it will be required to account to the 
company for it.” If the directors are unable to 
exercise the power, even though it is infra vires 
the company, then it must be exercised by the 
company in general meeting. 

Finally, it should be added that a payment of 
this nature is not usually subject to the provisions 
of Section 191 of the Companies Act, 1948, so as 
to require it to be disclosed to and approved by 
the company in general meeting, for it will 
usually come within the exception in Section 
194 (3) that it is a bona fide payment by way of 


8 See Hutton v. West Cork Railway Co ((1883) 23 Ch.D. 654) 
and Stroud v. Royal Aquarium and Summer and Winter 
Garden Society ([1903] 89 L.T. 243). 


9 See Re Lee Behrens & Co (supra). 
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damages for breach of contract or by way of 
pension in respect of past services, and for the 
purposes of the subsection the expression 
‘pension’ includes any superannuation gratuity or 
similar payment. The section should, however, 
be borne in mind and also Section 196 which 
requires particulars of such payments to be con- 
tained in the accounts. 


Question of Taxation 


It is now necessary to consider how a payment to 
a director on his retirement should be made so 
that it is deductible by the company as a revenue 
expense in arriving at its taxable profits and at 
the same time is a capital receipt in the hands of 
the director. There are four ways in which such a 
payment can be justified though all of them will 
not be available or practicable in any particular 
case. ‘These are: 


(a) A payment of a sum as liquidated damages 
for breach of a contract of service. 
. (b) A payment as a pure gratuity. 
(c) The grant of a pension on retirement 
followed by its commutation for a lump sum. 
(d) A payment in consideration of the director 
entering into a restrictive covenant. 


Damages for Breach of Contract 


The first of these alternatives is clearly only 
available where there is a contract of service, 
and where the retirement of the director cannot 
be attacked on the grounds that it was voluntary. 
The sum paid to the director in such a case must 
be justified as a proper sum for damages for 
breach of the particular agreement though the 
company may be justified in making a generous 
payment in order to keep the matter out of the 
Courts and to avoid adverse publicity so as to 
protect its goodwill. Such a generous payment 
was made in Mitchell v. Nobel! and the Court 
held that it was a sum wholly and exclusively 
laid out or expended for the purposes of the 
company’s trade and was a revenue expense. 

The question arose in Henley v. Murray? 
whether such a sum was taxable in the hands of 
the director receiving it. In that case the director 
who left the service of the company agreed to 
accept {2,000 being a sum equal to what he would 
have been entitled to receive under his service 
agreement had his service continued until the 
earliest date on which it could have been de- 
termined. It was held that the payment, being 
made in consideration for the abrogation of his 


contract of employment and not under the 
1 [1927] : Kënn — — * [1950] r All E.R. 908. ` 
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contract, was not a profit from his employment. 


The Court, however, emphasized that it is often - 


very difficult to determine the character of such 
a payment but that the question in each case is 
whether, on the facts of the case, the sum paid 
is in the nature of remuneration or profit in 
respect of the office or is in the nature of a sum 
paid in consideration of the surrender by the 
recipient of his rights in respect of the office. 

There is, however, some doubt whether a 
sum paid to a director will be a capital sum in his 
hands if it is mutually agreed between him and 
the company that his services should be terminated 
and a lump sum paid to him, for Somervell, L.J., 
said in Henley v. Murray that this question must 
be left to be determined if and when it arises. 
It should, perhaps, be added that if there is a 
provision in the contract of service itself for the 
payment of a sum on its determination then 
such a sum will be subject to tax on its receipt by 
the director.’ 

A Pure Gratuity 


If the payment is made to the director as a pure 
gratuity care must be taken that there is no 


connection between it and the office that the ` 


director is vacating, for such a connection may 
enable the Revenue to claim that the payment 
is an emolument of such office and taxable in the 
director’s hands. It is usual, therefore, for the 
director to retire from his office before any 
question of such a payment is considered so that 
there is no contractual relationship between it 
and his office. 

As Rowlatt, J., pointed out in Benyon v. 
Thorpe’, a case of this type, if the payment is a 
pure gratuity it is nothing but a gift moved by 
remembrance of past services already efficiently 
remunerated as services in themselves. 


So far as the company is concerned, such a ; 


gratuity will normally be deductible if the 
company can justify it as a proper payment in 
quantum and kind, and the Revenue will consider 
the same facts that the board will have considered 
in justifying the payment as a proper disbursement 
from the company’s funds, and in the same way 
as the company is unable to justify a gratuity 
when it is about to go into liquidation so also 
such a payment cannot be deducted by it in such 
circumstances. 


Commutation ol a Pension 
The principal disadvantage of a gratuity is that 
there is no contract for its payment and the 


3 See Dale v. De Soissons ([1950] 2 All E.R. 46o; 32 T.C. 
118; 29 A.T.C, 125). 


4 [1928] 14-T.C. r; 7 A.T.C. 190. 
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director leaves himself entirely in the hands of 
the continuing board whether or not it will pay 
anything at all. 

For this reason the third type of payment is 
sometimes preferred. In this case the company 
grants the director a pension on his retirement 
which can be agreed between him and the 
company who will pay the first instalment and 
obtain the approval of the Revenue to its de- 
duction in arriving at its taxable profits. When 
such approval has been obtained, the company 
can commute the pension by agreement with the 
director for a lump sum, and this sum will be 
received by him as a capital sum. As Viscount 
Simon said in Tilley v. Wales, such a lump sum 
is in the nature of a capital payment which is 
substituted for a series of recurrent and periodic 
sums which partake of the nature of income. 


Payment for a Restrictive Covenant 
The last of the four alternatives is now not likely 
1 [1943] A.C. 386. 
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to be attractive, for since 1950 the recipient is 
liable to pay surtax on it by reason of what is 
now Section 242 of the Income Tax Act, 1952, 
though he will receive it free from income tax.? 
In addition, it seems probable that it wili be 
treated as a capital expense so far as the company 
is concerned so that it will be unable to deduct 
it in arriving at its taxable profits,? and it may 
also give rise to a distribution charge for profits 
tax purposes (see Section 36 (1) of the Finance 
Act, 1947). è 

It will be seen from the above outline of the law 
that whatever method is adopted, care must be 
taken to make it quite clear what is the nature 
of the payment and also to make certain that there 
is no agreement between the company and the 
director before his retirement that might enable 
the Revenue to associate the payment as an 
emolument of his office. 


2 See Beak v. Robson ([1943] A.C. 352). 


3 See Associated Portland Cement Co Lid v. Kerr (27 T.C. 
103; 24 ATC 272). 


THE PRINCIPAL, THE ARTICLED CLERK, 
AND THE UNIVERSITY-—TII 


by S. V. P. CORNWELL, M.C., M.A., F.G.A. 


Benefits of 
‘Independent Graduation’ 


HAT are the benefits of the method of 
\ Ñ / independent graduation? 
Unquestionably the greatest advantage 
Is that the boy concerned does not have to make 
up his mind about his future profession with only 
his school experience behind him. 

He can defer what is a vital decision as to the 
choice of his future career until he has had at 
least two years at the university, during which 
time he will meet and mix with many of his 
contemporaries who are destined for other 
careers and vocations, and during which he can, 
if he so desires, study at university level other 
possible subjects to which his tastes or experience 
attract him. 

The second benefit is that he has complete 
freedom of choice as to the degree for which he 
reads. And whatever subject he chooses, the 
intellectual equipment of a graduate should 
enable him to pass his professional Finalin three 
years with no more difficulty than is experienced 
by the ordinary articled clerk in‘five years. 

Third, if he chooses to read for what may be 
generally termed an honours degree in economics, 


he can take accountancy, at most universities, as 
a main subject. In that case, he can acquaint 
himself at first hand, for a period of two or three 
years, with the theoretical aspects of the account- 
ancy career he is considering, before finally 
committing himself to it. 

In this connection it does not appear to be 
generally realized that*under the independent 
graduation method, if a boy reads at his university 
for an honours degree in economics, with 
accountancy as a main subject, his course of 
studies is precisely the same as that of a boy under 
five and three-quarter year articles, i.e. taking 
the university scheme proper. 

Further, if he does take accountancy as a main 
subject, he has a tremendous start in the office 
of his principal over the articled clerks straight 
from school. 

There is experience to show that graduate 
articled clerks who have read economics, with 
accountancy as a main subject, progress far more 
rapidly than the ordinary articled clerk, after the 
six months necessary to familiarize themselves 
with office routine and the more elementary 
commercial procedures, and are of substantially 
more value to the principal. 
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Steps for the Principal to Take 


It may be useful, at this point, to summarize the 
steps which it is suggested the principal should 
take. They are: 

Ascertain, the boy’s age and scholarship 
potentialities. 

If his scholarship potentialities are good, refer 
to the possibility of graduation and professional 
qualification within five and three-quarter years. 

Indicate the existence of a distinction between 
the university scheme proper and the independent 
graduation method.’ 

When these steps have been taken, two other 
points in favour of the independent graduation 
method may be deemed worthy of consideration 


and mention. They may admittedly be regarded ` 


as perhaps not strictly germane to a principal’s 
advice to an intending articled clerk: but without 
them, the picture is incomplete. 

First, the university scheme, as originally 
drawn, envisaged that the teaching of accounting, 
as a main subject within an economics degree, 
would attract to the profession undergraduates 
who might otherwise never have thought of it as 
a career. This has, in one or two instances in the 
author’s experience, actually occurred: and it has 
been difficult to see any respect in which the 
undergraduate concerned suffered during his 
subsequent three-year term of articles by com- 
parison with his brethren under five and three- 
quarter year articles. 

The second point cannot be said to be of any 
direct benefit to articled clerks, but is undoubtedly 
capable of being a substantial advantage to the 
profession as a whole. 

Industry is tending to recruit its future 
management more and more from the universities, 
and has therefore become rather more interested 
in seeing if the universities can incorporate 


The Irish Institute’s Year 
The 1954 report of the Council of The Institute of 
Chartered Accountants in Ireland indicates that the 
number of members is approaching the one thousand 
mark. The total at December 31st, 1954, was 921, 
an increase of 43 in the course of the year. Examina- 
tion results continue to be disappointing. The 


percentage of failures in the Final examinations was: 


68, the highest since rosr. This year, as last, the 
proportion of passes among those taking the examina- 
tion for the first time was higher than among those 
who had already failed at least once previously. 
Perhaps the most noteworthy item in a busy year 
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within their curricula any subjects which, while 
suitable for university discipline, will yet be of 
some value in a subsequent managerial career to 
those who have taken them. It is too early to 
draw any firm conclusions from this development: 
but it is the case that the two subjects which 
appear both to be most suitable for study at 
university level and a useful ‘tool’ subject for 
managerial technique, are accountancy and social 
studies, in that order. Over a period of years, 
therefore, it may be hoped that the ranks of 
management will contain an increasingly large 
number of men who are familiar with the 


accountant’s processes of thought and attitude of ~ 


mind. 
National Service 

Lastly, National Service. The only useful comment 
that can be made is that the principal should 
advise the potential articled clerk that if he is 
to obtain deferment to extend over both his 
university career and his articles, it is essential to 
enter into articles with no gap between gradua- 
tion and the date of commencement of articles. 
The policy of the Ministry concerned appears to 
change from time to time on this point, and 
therefore little specific advice can be given. 

In conclusion the principal should remember 
that there are really three, and not only two, 
alternatives before the potential articled clerk, 
and they are: 


(i) the standard five years’ articles; 
(ii) the university scheme; 


(iii) independent graduation, i.e. a university ' 


degree followed by three years’ articles; 
and one of the objects of this paper is to persuade 
principals that the third alternative is much to 
be preferred to the second. 


(Concluded.) 


WEEKLY NOTES 


was the completion of a major revision of the 
Institute’s bye-laws. These were approved by 
members but have to be allowed by both the Govern- 
ment of the Republic of Ireland and the Privy 
Council of Northern Ireland before becoming 
operative. During 1954, also, the Institute submitted 
a memorandum of evidence to the Industrial Taxation 
Committee set up by the Mini8ter of Finance in the 
Republic of Ireland. Later, three members of the 
Council gave oral evidence before the Committee. 
Mr W. E. Crawford, F.c.a., Secretary and Treasurer 
of the Institute since 1934, has decided to retire from 
office and Mr William Stuart Orr, B.A., LL.B., A.C.A., 


ay 
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Dublin, will succeed as whole-time Secretary as from 
June rst, 1955. Mr Orr has been a member of the 
Institute since 1945. 

‘The Institute’s income and expenditure account 
for 1954 showed a deficit of £761. During the year, 
the superior leaseholder’s interest in the Institute’s 
headquarters at 7 Fitzwilliam Place, Dublin, was 
acquired at a cost of £1,500. 


New President of the Irish Institute 


At the annual meeting of The Institute of Chartered 
Accountants in Ireland held in Dublin on May 7th, 
Mr Frank Cleland, 
F.C.A., was elected 
President for the 
two years, 1955-57. 

Mr Cleland, who 
has served as Vice- 
President since 
1953, is a partner in 
the firm of Wilson, 
Hennessey and 
Crawford, Char- 
tered Accountants, 
of Belfast. He was 
admitted to mem- 
bership of the In- 
stitute as an Asso- 
ciate not in Practice in February 1926 and was 
elected a Fellow in February 1946. After qualifying, he 
became an assistant with Messrs Wilson, Hennessey 
and Crawford until June 1928 when he took up 
an appointment as secretary of S. L. Allen & Co of 
Belfast. He held this post until June 1940 when he 
returned to his present firm becoming a partner in 
February 1941. 

Mr Cleland was co-opted to the Council of the 
Irish Institute in December 1948 and was appointed 
as the Institute’s representative on the Accountants’ 
Joint Parliamentary Committee and, Co-ordinating 
Committee in June 1954. He is Convenor of the 
Education Subcommittee of the Belfast Society of 
Chartered Accountants -of which he is a past 
chairman — and is a member of the Northern Ireland 
Agricultural Wages Board. 

Mr G. F. Klingner, F.c.a., has been elected Vice- 
President of the Institute. He is a partner in the firm 
of Stokes Brothers & Pim, Chartered Accountants, 
of Dublin, and is Chairman of the Royal Bank of 
Ireland. He was President of The Institute of Bankers 
in Ireland in the years 1952 and 1953. 





The President and Vice-President of the 
Association Re-elected 


At the recent annual meeting of The Association of 
Certified and Corporate Accountants, Mr W. 
Macfarlane Gray, F.A.C.C.A., was re-elected President 
for a further term of office. Mr Macfarlane Gray, 
who is senior partner in the firm of Macfarlane Gray 
& Co, of Stirling, was elected a member of the 
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Council of the Association in 1938 and was Vice- 
President from 1951 to 1954. 

Mr A. C. S. Meynell, F.a.c.c.a., has been re- 
elected Vice-President. 


European Steel Report 


One of the interesting issues which are touched upon 
in the annual report of the European Coal and Steel 
Community which has been published this week is 
the degree to which the Pool has been able to influence 
supplies and prices in its internal market. The year 
covered by the report took account of the 1953 
recession in its later phases, the following gradual 
recovery, and the subsequent boom. 

Steel exports by member-countries to one another 
increased last year by 50 per cent compared with 1953 
and there was a corresponding though smaller 
increase in exports of coal. It claims that the effect of 
the common market can be seen by the proportion of 
total orders placed by members with other countries 
of the Pool. This was about ro per cent in the years 
1950 to 1952. In the first quarter of 1953, at the 
height of the recession, the proportion increased to 
18-3 per cent, fell away during the summer as 
industrial recovery went ahead, and then advanced. 
to 171 per cent as the boom developed. Thus 
competition was stimulated in depression and a 
smoother flow of supplies achieved over national 
frontiers during the boom. This is a rather compli- 
cated way of saying that a free market is in process of 
evolution — an evolution which may be as controversial 
among interested parties as was another kind of 
evolution a century ago. 


Fixed Copper Prices 


The rather thin market for copper on the London 
Metal Exchange has in recent months produced an 
exceedingly unsatisfactory price situation. Prices 
have fluctuated widely, resulting in frequent changes 
in the price of certain copper products and the price 
of copper in this country has been consistently much 
higher than in the American market. In an effort 
to bring some stability to the copper market the 
Rhodesian Selection Trust group have agreed to offer 
copper at a fixed price for periods of not less than 
thirty days. After this period has elapsed prices will 
be subject to change at twenty-four hours’ notice 
and the new price will be operative for a further 
thirty days’ period. The plan has been generally 
welcomed by the big copper users in this country. 
Provided this kind of arrangement is a temporary 
expedient suggested by a large producer as a means of 
reinforcing users’ faith in the long-term stability of 
copper, there is something to commend it. The basic 
fact remains, however, that the circumstances under 
which the scheme is being introduced have been 
brought about by a market which is technically 
weak and where the techniques of copper marketing 
have had only a limited period of time to be re- 
furbished after many years of controlled prices. 
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FINANCE AND COMMERCE 


Public interest in stock-markets is largely confined to 
the shares of companies actually announcing dividends 
for the past year. Such distributions seem quite 
satisfactory and the effect on market prices is 
substantial in many cases because dealers are most 
anxious to protect their positions. British funds are 
still a poor market. 


First Accounts 


The accounts of Wood & Sons (Holdings) Ltd, which 
we reprint this week, are the first since the company 
was formed as a means of marketing an interest in 
this very old-established family pottery-making 
business. So far as is known, the Woods, four of 
whom comprise the board, are the only family with 
an unbroken record of pottery-making in Burslem 
going back over 200 years. There is a piece by Enoch 
Wood (1784) in the British Museum, a product of 
his skill at the age of eleven. They started work early 
in those days. 

The Holdings company was formed in July last 
year to take over the shares of the operating company, 
Wood & Sons Ltd, in exchange for its own. The 
vendors then sold to an issuing house, for the market- 
ing operation, 2,300,000 out of the 4 million ordinary 
for a total of £100,000 and up to 44,000 of the {1 
preference at par. The preference were placed at 
21s 32d and the ordinary at rs 14d on the basis of a 
prospective ordinary dividend of 15 per cent from 
July rsth, the date of acquisition of the operating 
company’s shares, to the end of the year. 

The consolidation of the figures of the two com- 

anies leads to the creation of a capital reserve in the 
Holdings balance sheet in the manner set out in 
Note r. I 
No Comparison 


What we miss in these accounts is the comparative 
figures. Fundamentally, of course, there 1s no com- 
parison for the Holdings accounts, the first to be 
issued, but the business itself has a history. That is 
acknowledged by Mr Harry F. Wood, the chairman, 
in his statement that ‘the results have exceeded the 
forecasts which the directors made when the com- 
pany’s shares were introduced to the London Stock 
Exchange’. 

The statement published when the shares were 
marketed gave a ten-year profit record back to 1944 
and under ‘Profits, prospects and dividends’ gave the 
directors’ expectations for the year of the accounts 
now published. 

The logical step, therefore, is to maintain the con- 
tinuity of view by bringing the 1953 results of the 
business into conjunction with those for 1954 in the 
first accounts following the share marketing. 


Interim Statements 


Mr Denzil H. Carlisle, the chairman of P. B. Cow 
& Co, parent of the group that makes LI-LO beds, 


rubber dinghies, etc., thinks the suggestion that 
public companies should issue half-yearly statements 
is a ‘contentious subject’. It would be a difficult object 
to achieve, he says, in a group like P. B. Cow. The 
board’s announcement of an interim dividend, he 
maintains, is the truest indication of a company’s 
progress, or the reverse, during its first half-year’s 
trading. 

Mr Carlisle instances his own company’s main- 
tenance of the same rate of interim on a doubled 
capital which, he says, ‘was correctly interpreted in 
several quarters as indicating that we were satisfied 
with the first half-year’s estimated profits and that 
we hoped — I repeat hoped ~ to be able, as we hare 
done, to maintain the same rate of final dividend’. 

In the days before the war when we urged that 
companies should issue consolidated accounts, the 
opposition was substantial. But what positively 
couldn’t be done then is now accepted as normal. It 
could be the same with the half-yearly statement. 


Joshua Tetley 


In the context of interim profit statements, the - 


following quarterly from Joshua Tetley & Son, the 
brewers and bottlers, of Leeds, is worth publicizing. 
We give it as it appears in the original. 


Trading and Estimated Profit for the 


six months ended 3lst March 
ie GC 
Sales of Cask and Bottled Ale Sa ae .. 3,647,492 3,135,637 
Less Beer Duty on Ale produced by the Group .. 2,142,230 1,935,997 
Net Sales of Cask and Bottled Ale .. zç .. 1,505,172 1.199,640 
Sales of Wines, Spirits, Mineral Waters and Tobacco 780,385 137,139 
2,285,557 1,336,779 
Less Materials and Cost of Production .. 1,474,656 71,572 
Profit on Sales .. SN e ee Gs .. 810,901 635,207 
Rents of Properties, Profits on Managed Houses, 
Commission, Interest and Sundry Income Se 124,153 63,383 
Estimated Total Income ic. SE Ge Sg 935,054 698,590 
Less Selling and Administration Expenses ae 423,989 324,691 
Property Expenses, Repairs, Depreciation, ete. 148,765 104,860 ` 
Estimated Trading Profit A 362,300 269,039 
Less Interest on Bank Overdraft 648 DK 
Interest on Debenture Stocks at 55,001 32,983 
Directors’ and Debenture Trustees’ Fees 2,516 2,375 
Debenture Redemption Sinking Fund 879 650 
Estimated Profit before Taxation as -. £300,256 £231,012 
The charge for Taxation for the year ended September 30th, 1954, was 


at the rate of j Iji] per £l of Profit. 



































The business of Duncan Gilmour & Co Led and izs Subsidiaries was taken 
over on March Ist, 1954, and results arising therefrom are included in the 
above figures for 1955, but only one month's trading is included in the 


comparative figures for 1954. 


Money Market 


Applicants for Treasury bills on May 6th received 
AT per cent of requirements on a tender of £99 cs 5d, 


compared with 36 per cent the previous week when ; 


the tender was Zog os 6d. Average discount rates 
further advanced to £3 18s 3°59d per cent. Applica- 
tions totalled £384,845,000. This week’s offer is 
again {230 million. Money market conditions 
remained stringent. 


£, 


Seth 


` 
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WOOD & SONS (HOLDINGS) LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Balance Sheet, December 3ist, 1954 





























Issued and Accumulated 
Authorized Fully Paid Depreciation 
Share Capital of Wood & Sons (Holdings) £ £ Cost or and amounts 
Ltd Valuation written off 
100,000 74 per cent Cumulative Redeemable Fixed Assets £ 
Preference Shares of £| each .. Fa ea 100,000 100,000 Freehold Land .. a sa Ki 7,104 ° — 7,104 
4,000,000 Ordinary Shares of Is each ., .. 200,000 200,000 Buildings . aie de E Së 157,960 28,721 129, KE 
Ovens and Kilns s CS gé 100,129 53,291 46,838 
300.000 300,000 Plant and Machinery .. si D 169,953 77,995 91,958 
— Utensils (Note 3) Pe D na 2,568 500 2,068 
Capital Reserves (Note 1) e Si ex 188,455 Motor-cars Be an aa Sg 9,829 6,305 3,524 
Property . ae Sa Sé 11,53) 5,733 5,798 
Revenue Reserve Trade Investment. gg oe Be 500 450 50 
Balance of Profit and Loss Accounts: a ee ee 
Subsidiaries oe as ea es ss 15,851 £459,574 £172,995 286,579 
504,306 investments . 
Future Income Tax Quoted (Market Value £70,097) š 61,870 
Payable January ist, 1956 (Note 2) .. ʻi 41,698 Unquoted at Cost g Se Si 29,829 
Less Amount written off `. š 206 
Current Liabilities — 29,623 
Trade Creditors and Accrued STE Kë 75,197 Secured Loans .. ag ni S 2,469 
Unchimed Dividends eg Sg T 41 Unsecured Loans Së ge 23 14] 
Current Taxation .. as 47,807 94,103 
Proposed Dividend on Ordinary ‘Shares ` ve 7,640 Current Assets 
——— 130,685 Stock-in-trade (as valued a the s soms 
5 panics Officials) oe Se GE 
S ebtors .. es geg 
Signed HOE eon Board: Tax Reserve Certificates Se 2 10,000 
i FRANCIS woon PDirectors. Cash at Bank and in hand .. .. 81 ,540 
296,007 
£676,689 £676,689 
I. Capital Reserves Notes on the Accounts £ £ 
Excess of the aggregate amount of Reserves at July I5th, 1954, and Undistributed Profits at December 3lst, 1953, of Wood 
& Sons Ltd and its Subsidiaries over the premium paid on the acquisition, on July [5th, 1954, of the whole of the Issued 
Share Capital of Wood & Sons Ltd .. {57,840 
Add Transfer from Profit and Loss Account, being the proportion of the net profit for the: year applicable to the period 
prior to the acquisition of the Shares .. oe s Se Ka gé š Ss Sa Sé 27,255 
185,095 
Deduct Preliminary Expenses of Wood & Sons (Holdings) Ltd e Së Ka š ek geg vi Sg 7,500 eege 
Profit realized since July (Sch, 1954, on sale, by a Subsidiary, of an Unquoted Investment ` kl es Ss SC 10,860 
£188,455 





2. Taxation 
The Consolidated Balance Sheer contains provision for taxation on all profits to December 3[st, 1954. The amounts set aside for future Income 
yö SE by the Subsidiary Companies out of Profits earned before July i5ch, 1954, have been utilized for that purpose. 
, Utensils - 
These have been maintained by renewals charged against the Trading Profits. 
4. Capital Commitments 
The amount of outstanding contracts of Subsidiaries for Capital Expenditure is estimated at £4,000. 


- 





WOOD & SONS (HOLDINGS) LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the Year ended December 31st, 1954 























Directors’ Emoluments: £ £ £ £ 
As Directors .. s Qn Se ia 490 Trading Profits of the Group . Si es 137,769 
For Management Services .. oe Se d 11,772 Income from Property and Investments: 

12,262 Trade Investments... Ss sch e? ne 100 

Debenture Interest (on Debentures now repaid) .. 1,119 Orter Sources a Ge ER Ss Ke 5.724 

Audit Fees 675 5,824 

Depreciation of ‘Buildings, Ovens and Kilns, Plant š 
and Machinery and Motor-cars eng Se a 21,03! 

Taxation based on peers for rean ü 
Income Tax .. Gs Sie Ss 45,164 
Profits Tax .. Ge ive Gi e ace 8,232 

53,396 
Balance carried down .. Sie Wa ie es 55,110 
£443,593 £143,593 

Ordinary Dividend of 10 per cent (less Tax) paid to £ A £ t 
former Shareholders of Wood & Sons Ltd on July Balance brought down .. ae SN SG SN 55,110 
lOth, 1954... 2,805 

Amount transferred to Capital Reserve, being the 
proportion of the net profit applicable to the 
period prior to the acquisition of the Shares in 

. Wood & Sons Ltd .. Se eg Ge yä 27,255 

30,060 

Preference Dividend paid for the period July (ëch, ` 
1954, to November 30th, 1954 {less Tax) .. 1,559 

Proposed Ordinary Dividend at the rate of [5 per 
cent per annum for the period July !5th, EZ to 
December 31st, 1954 {less Tax) . ae 7,640 

Balance carried to Consolidated Balance Sheet: 

Retained In Subsidiary Companies .. ot v 15,85 | 
S £55,110 £55.1 10 
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WOOD & SONS (HOLDINGS) LIMITED 
Balance Sheet, December 31st, 1954 
issued and £ £ 
1 Authorized Fully Paid Investment in Subsidiary Company 
Share Capital £ £ The whole of the Issued Capital of Wood & Sons 
[00,000 74 per cent Cumulative Redeemable Ltd at Cost.. Se SS ave Se .. 300,000 
Preference Shgres of Cl each .. Se e 100,000 100,000 Dividend receivable .. ans 9,199 
4,000,000 Ordinary Shares of lseach .. .. 200,000 200,000 309,199 
— Preliminary Expenses Şi eg Pe a 7,500 
300,000 300,000 
Current Liabilities £ 
Bank Overdraft .. a ʻi ae ws 9,018 
Unclaimed Dividends d Ss SC SS 4] 
Proposed Dividend on Ordinary Shares Ke 7,640 
— 16,699 
Signed en bonor KR the Board: 
H FRANCIS Woop P Directors. 
S £316,699 £316,699 





Report of the Auditors to the Members of Wood & Sons (Holdings) Ltd 


We have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit: 
In our opinion proper books of account have been kept by the Company so far as appears from our examination of those books, We have examined the 
Balance Sheet which is in agreement with the books of account. In our opinion, and to the best of our information and according to the explanations given 
us, the said Balance Sheet gives the information required by the Companies Act, 1948, in the manner so required, and a true and fair view of the state of 
the Company's affairs as at December 3lst, 1954. 

We have also examined the Consolidated Balance Sheet and Consolidated Profit and Loss Account of the Company and its Subsidiarles with the 
audited Accounts of those Companies, certaln of which have not been audited by us, Subject to the foregoing, in our opinion such Consolidated Balance 
Sheet and Consolidated Profit and Loss Account, together with the Notes on the Accounts, have been properly prepared in accordance with the provisions 
ef the Companies Act, 1948, so as to give a true and fair view, respectively, of the state of affairs and of the Profit of Wood & Sons (Holdings) Ltd and its 


BOURMER, BULLOCK & CO. Chartered Accountants, 


Subsidiaries so far as concerns Members of Wood & Sons (Holdings) Led. 
auditors. 


Hanley, April 4th, 1955. 
Letters must be authenticated by the name and address of the writer, not necessarily for. publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Premiums on Leases’ 


SIR, ~I have read this article in the issue of April 
30th with great interest. 

It is to be regretted, and I believe I am not alone 
in this respect, that your correspondent did not 
illustrate by example the meaning of the phrase 
“Section 175 switches the tax burden from the 
lessee to the lessor’. May I be allowed to fill in the 
gap by my own example? 


£ 
Net annual value D IOO 
Rent .. ae Gg bs ISO A 
Premium Se eg 5,000 for ten years 
The notional net annual value could be: : 
l £ 
Rent... Së 150 
Premium .. ep SS 500 
650 
Statutory repairs allowance 112 
538 
Net annual value .. Së 100 
Case VI .. T .. £438 


On this basis the lessor is taxed £438 in respect of 
a rent he receives of £150. I believe Í am on incontro- 
vertible ground when I say the result is startling — 
so startling that the interpretation that gives rise to 
it must be suspect. As the premium is not taxable, 
what is the nature of the difference between {150 


* 


and £438, and the old-fashioned answer would have 
been that it is the extent of the occupier’s beneficial 
occupation. Apparently Section 175 switches this 
to the hands of the lessor and there taxes it. In other 
words the income arising to A. is taxed in the hands 
of B. 

I agree that a taxing Act must be given a literal 
meaning, but I also know that Colguhoun v. Brooks 
is authority for the proposition that where this 
course would lead to unreasonable and preposterous 
results the rule must be relaxed in order that effect 
may be given to the intention of the section. In my 
view, there can be nothing more unreasonable than 
to tax the beneficial occupation enjoyed by A. in 
the hands of B. 

Apart altogether from argument as to the meaning 
of Section 175, I feel the lessor called upon to pay 
tax on the £438 when he receives only {150 could 
use the time-honoured phrase ‘no income, no tax’. 

Yours faithfully, 
E. HARMAN. 


Str, — I wish to refer to the article ‘Premiums on 
Leases’ contributed by Mr Peter Whitworth, in your 
issue dated April 30th, particularly with reference to 
the concession which excludes premiums from 
excess rents assessments. 

Your contributor states that the concession has 
been withdrawn in stages from short-term leases, 
and that now it does not apply in cases where the 
lease is forra period of seven years or even longer. 


wn 
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In view of this statement, your readers may be 
interested in correspondence I have had recently 
with H.M. Inspector of Taxes on this matter. 

A client let a property for a period of seven years, 
the lease providing for the payment of a premium. 
He also let another property for a similar period, but 
in this case the lease provided for the tenant carrying 
out initial repairs, but not for the payment of a 
premium. H.M. Inspector of Taxes made calculations 
for excess rents assessments on both properties 
including in the one instance the premium and in 
the other the value of initial repairs carried out, and 
quoted the case of Davies v. Abbott (6 A.T.C. 296; 
rr T.C. 575) as the authority for such treatment. 

Subsequently, however, the Inspector revised his 
calculations eliminating the premium and initial 
repairs and explained that he had heard from head 
office ‘that it is now considered that premiums should 
not be taken into account, in computing assessments 
on excess rents’. 

You will note that the explanation did not refer 
to the period of the lease, and in any event the leases 
in this case were only for seven years, so that it 
would appear that the concession is still being 
applied for such a period. i 


Yours faithfully, 


` ` H 


{Mr Whitworth writes: “The statement quoted by 
“F, J. R.” reflects, I believe, a recent official decision 
to cease taking premiums into account in excess rent 
assessments pending the result of a test case on 
another aspect of the matter in relation to assessments 
under Schedule A. I understand that appeals against 
excess rent assessments already made which tnclude 
a premium element will be held over pending the 
decision in the test case referred to. Mr Harman’s 
computation does not take into account interest on 
the £5,000, which would make the Case VI assessment 
even greater. Whether it is ultimately more reasonable 
to tax the man who pays the premium rather than the 
man who receives it is perhaps a moot point. In any 
_ case, it is no new thing for the recipient to pay tax 
on a premium. He does so already where he is the 
person assessed under Schedule A, e.g., in the case 
of a dwelling-house under {10 annual value or a 
building let in apartments and assessed on the landlord 
in one Sum ’] 


Stamp Duty on Partnership Agreement 


Sir, — The views of readers would be welcomed 
regarding the question of stamp duty attracted by a 
partnership agreement under which new partners are 
brought in where the new partnership pays to the 
old partners a figure representing goodwill acquired 
by the incoming partners. 

In a case which we have at the present time, the 
partnership agreement sets forth the partnership 
assets including such items as plant and machinery, 
stock and sundry debtors, and also partnership 
liabilities, which latter item is represented by trade 
creditors. There is also a reference in the partnership 
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agreement to a property which belongs to one of the 
partners which is to be let to the partnership at a 
stated rent under a weekly tenancy. 


Yours faithfully, 
X.Y,Z. & CO. 


[It is impossible to say what is the correct mode of 
assessing the stamp duty on a document without 
seeing it. In general, where the agreement provides 
for a payment of money by the new partner in con- 
sideration of being given a share in the business, 
ad valorem conveyance on sale duty — usually at 2 per - 
cent—is payable. An agreement for a lease attracts 
duty as though it were the actual lease. The two 
duties are of course cumulative. — Editor.] 


The London Students’ Society 


SG, — It is apparent from the report that you 
published of the annual general meeting of the 
Chartered Accountant Students’ Society of London 
(May 7th issue), that matters were discussed there 
which are of great importance to students and to 
the profession generally. 

Yet it is a sad fact that less than 2 per cent of the 
membership took the trouble to attend. Even after 
making allowance for all those who were out of 
town or otherwise prevented from attending, this 
attendance can only be described as deplorable. 

The Students’ Society does much for its members. 
In accepting the benefits, students should remember 
that they also have certain obligations. ‘The profession 
has no place for those who are prepared to take all 
and give nothing. 

Yours faithfully, 


London, NW. BRIAN ARNOLD. 


Losses: Trade or Hobby 


Sir, ~ We shall be glad to have your opinion upon 
the following taxation problem: | ; 

A wholesale greengrocer has bought two race- 
horses which have incurred a loss in the first year of 
£400 due to training, entrance fees and sundry 
expenses. It is anticipated that more horses will be 
purchased, and breeding take place. The Inspector of 
Taxes states that while the activities are on the present 
scale, the Revenue do not admit that a “trade’ is 
being carried on. Our client wishes the Revenue to 
make a definite decision whether this is a trade or a 
hobby. Can we require the Revenue to make such a 
decision, please? 

Yours faithfully, 


SPARROW, RAWLINGS & KELLEY. 


[The question can be tested in one of two ways; either 
by appealing against the assessment on the green- 
grocery profits on the ground that the £400 loss should 
be set off under Section 142 of the Income Tax Act, 
1952, or by claiming relief in respect of the £400 by 
set-off against the taxpayer’s other income under 
Section 341. The Inspector’s refusal in either case 
should be followed by a hearing by the General or 
Special Commissioners. ~ Editor.] 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


DUKE OF EDINBURGH ATTENDS SEVENTY-FIFTH 
ANNIVERSARY BANQUET 


An Historic Occasion in Guildhall, London 


His Royal Highness the Duke of Edinburgh, K.G., 
attended the banquet held last Monday in Guildhall, 
London, to celebrate the seventy-fifth anniversary of 
the grant of the Royal Charter of Incorporation to The 
Institute of Chartered Accountants in England and 
Wales on May rith, 1880. Among the many distin- 
guished guests was the Rt. Hon. the Lord Mayor of 
London, Alderman Sir Seymour Howard. 

Mr Donald V. House, F.c.a., President of the 
Institute, was in the chair, and presided over the 729 
guests and members who attended. 


TELEGRAM FROM THE QUEEN 


The following is the text of a telegram sent to Her 
Majesty The Queen by Mr D V. House, F.c.a., 
President of the Institute: 


‘Members of The Institute of Chartered Accountants 
in England and Wales are assembled at dinner tonight 
in Guildhall in the presence of His Royal Highness 
the Duke of Edinburgh to celebrate the seventy-fifth 
anniversary of the grant of the Royal Charter by Her 
Late Majesty Queen Victoria on May 11th, 1880. 

“The President and the Council, on behalf of the 
18,500 members of the Institute at home and overseas, 
offer to Your Majesty this assurance of their loyalty 


and devotion. 
D. V. HOUSE, 
President. 


In reply, the following telegram was received from 
"Her Majesty: 


To The President, 
The Institute of Chartered Accountants 
in England and Wales. 

‘I have received with great pleasure the kind and 
loyal message which you and the Council have sent me 
on behalf of all the members of The Institute of Char- 
tered Accountants in England and Wales. 

‘I thank them for it, and congratulate the Institute on 
the celebration of the seventy-fifth anniversary of the 


grant_of a Royal Charter. š 
ELIZABETH R? 


Guests 


The following is a full list of the guests and of the 
members of the Institute at Table A: 


Messrs W. G. Agnew, c.v.o. (Clerk of the Privy Council); 
R. W. Bankes, c.B.z.; Sir Thomas Barlow, G.8.8. (Chairman, 
District Bank); Messrs H. Beer, C.B. (Under-Secretary, 
Insurance and Companies Department and Bankruptcy 
Department, Board of Trade); S. J. D. Berger, M.C., F.C.1.S. 
(Director and Secretary, Institute of Cost and Works Account- 
ants); R. Besançon (President, Nederlands Instituut van 
Accountants); Sir Ian Bolton, Bt., opp, H.M.L., J-P., C.A. 
(President, Institute of Chartered Accountants of Scotland); 
Sir John Braithwaite (Chairman, Council of the Stock 


Exchange); Dr Otto Bredt (President, Institut der Wirt- 
sthaftspriifer); Rt. Hon. Sir Norman Brock, G.c.3. (Secretary 
of the Cabinet); Mr J. F. Bunford, Sta, (President, Institute 
of Actuaries). 

Sir Eric Carpenter, 0.B.z., J.P. (Chairman, Williams 
Deacon's Bank); Messrs L. F. Cheyney, F.1.M.1.A., F.S.A.A. 
(Secretary, Institute of Municipal Treasurers and Account- 
ants); F. Cleland, r.c.a. (President, Institute of Chartered 
Accountants in Ireland); Lord Cohen (Lord of Appeal); 
Messrs G. P. Coldstream, Cp. (Clerk of the Crown in Chan- 
cery and Permanent Secretary to the Lord Chancellor); 
T. Kingsley Collett (Chief Commoner); J. Cowen (Assistant 
Secretary, Insurance and Companies Department and Bank- 
ruptcy Department, Board of Trade); C. B. Crabbe (Chief 
Registrar of Friendly Societies and Industrial Assurance 
Commissioner); I. A. F. Craig, 0.3.8. (Secretary, Society of 
Incorporated Accountants); A. L. de Bruyne (Director, 


Nederlands Instituut van Accountants); Lord De L'Isle and 7 


Dudley, v.C., A.C.A, (Secretary of State for Air); Dr Wilhelm 
Dieterich (Director, Institut der Wirtschaftspriifer); Vice- 
Admiral T. B. Drew, C.B., 0.3.8. (Private Secretary to the 
Lord Mayor); Mr Derek du Pré (Editor, ‘The Accountant’). 

Mr J. Emrys-Jones (News Editor, ‘The Recorder’); Sir 
George Erskine, c.B.zE. (President, The Institute of Bankers); 
Rt. Hon. Sir Raymond Evershed (Master of the Rolls); 
Rt. Hon. Sir Oliver Franks, G.c.M.cG., K.C.B., C.B.E. (Chair 
man, Lloyds Bank); Messrs R. H. Fry (Financial Editor, 
‘The Manchester Guardian’); C. J. Geddes, c.B.zg. (Chairman, 
Trades Union Congress); Sir Bernard Gilbert, G.c.B., K.B.E. 
(Deputy to Permanent Secretary of the Treasury); Messrs 
E. J. Gilling (Deputy Editor, The Exchange Telegraph 
Company); W. Macfarlane Gray, F.A.c.c.a. (President, 
Association of Certified and Corporate Accountants), Alder- 
man Sir Percy W. Greenaway, Bt. (Senior Alderman, Cor- 
poration of London); Field Marshal Sir John Harding, 
G.C.B., C.B-E., D.S.0., M.C. (Chief of the Imperial General 
Staff); Lord Harlech, K.G., G.c.M.c. (Chairman, Midland 
Bank); Mr W. E. Harrison, F.c.w.a. (President, Institute of 


Cost and Works Accountants); Sir Graham. Hayman (Presi- . 
dent, Federation of British Industries); Sir Wyndham Hirst, ` 


K.B.E, (Public Trustee); .Sqn. Leader Beresford Horsley, 
A.F.C., RAP, 

F. H. Jessop (President, Law Society); Earl Jowitt; 
Don, L. W. Joynson-Hicks (Parliamentary Secretary, 
Ministry of Fuel and Power); Viscount Kilmuir, G.c.v.o. 


< 


WË 


(Lord High Chancellor); Lord Latham, J.P., F.A.C.C.A. . 


Mr J. C. Latham, D.L., F.A.C.C.A., F.S.A.A. (Director, Associa- 
tion of Certified and Corporate Accountants); Sir Frank Lee, 
K.C.B., C.M.G. (Permanent Secretary, Board of Trade); 
Messrs M. A. Liddell; T. G. Lund, c.B.E. (Secretary, Law 
Society); Hugh Lyon, M.C. (Director, Public Schools Appoint- 
ments Bureau); E. H. V. McDougall (Secretary, Institute of 
Chartered Accountants of Scotland); Sir Theobald Mathew, 
K.B.E., M.C, (Director of Public Prosecutions). 

Messrs Bertram Nelson, J.P., F.2.A.A. (President, Society of 
Incorporated Accountants); W. Charles Norton, M.B.E., 
M.C; F. C. Osbourn, M.B.E. (Secretary, Association of 
Certified and Corperate Accountants); C. R. Bruce Park, 
C.B.E. (Inspector General of Companies, Companies Liquida- 
tion and Bankruptcy, Board of Trade); Commander John R. 
SS R.N.(ret.) (Common Cryer and Serjeant-at-Arms); 

r B. 


G+ Porter, DEG, POS, (President, Chartered 
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Institute of Secretaries), Sir Richard Powell, Bt., m.c. 
(Director-General, Institute of Directors); Messrs T. L. 
Poynton, F.1.M.T.A. (President, Institute of Municipal 
Treasurers and Accountants); Norman Prichard, J.P. (The 
Rt. Hon. the Chairman of the London County Council); 
Sheriff Leslie B. Prince, F.c.a.; Alderman and Sheriff E. 
Calcott Pryce, o.B.zE.; Lord Radcliffe, ong, (Lord of Appeal); 
Messrs C. Reid, p.s.o., C.A. (Chairman, Association of 
Scottish Chartered Accountants in London); J. F. Richardson 
(Assistant City Editor, ‘The Birmingham Post’); Sir Alfred 
Road, c.B.E. (Chief Inspector of Taxes); Messrs D. J. 
Robarts (Chairman, National Provincial Bank); Norman 
ER (London Editor, Westminster Press Provincial News- 
papers). 

Messrs H. R. Shaw (London Editor, ‘The Liverpool Daily 
Post’); H. F. Spencer (Chairman, British Institute of 
Management); Ronald Staples (Editor-in-Chief, 
Accountant’); G. I. Stewart, M.C., C.A. (Vice-President, Insti- 
tute of Chartered Accountants of Scotland); Viscount Swinton, 
G.B.E., C.H., M.c.; Messrs C. C. Taylor (Clerk to the City 
Lands Committee); A. W. Tuke (Chairman, Barclays Bank); 
Colonel A. E. Young, C.M.G. (Commissioner of Police for the 
City of London). 


Members of the Institute at Table A 


Messrs H. Aldred, a.c.a. (representing Chester and North 
Wales Branch, Liverpool Society of Chartered Accountants); 
H. D. Anderson, J.P., F.c.A. (Chairman, North Yorkshire 
and South Durham Branch, Leeds, Bradford and District 
Society of Chartered Accountants), H. Garton Ash, opp. 
M.C., F.C.A. (Past President); W. L. Barrows, F.c.a. (Member 
of the Council); Sir Harold M. Barton, ¥.c.a. (Past Presi- 
dent); Sir Bernhard H. Binder, F.c.a. (Past President); 
Messrs T. Fleming Birch, F.c.a. (Chairman, Taxation and 
Research Committee); J. Blakey, F.c.a. (Past President); 
C. W. Boyce, C.B.E., F.c.A. (Past President); W. G. Campbell, 
F.c.a. (Member of the Council); P. F. Carpenter, F.C.A. 
(Member of the Council); W. S. Carrington, F.c.a. (Vice- 
President); S. W. Cornwell, F.c.a. (Member of the Council); 
W. F. Curtis, F.c.a. (President, Bristol and West of England 
Society of Chartered Accountants). 

Lord De L’Isle and Dudley, V.C., A.C.A. (Secretary of 
State for Air); Messrs E. T. Denton, F.C.A. (President, 
Liverpool Society of Chartered Accountants); A. S. H. 
Dicker, M.B.E., F.c.A. (Member of the Council; President, 
East Anglian Society of Chartered Accountants); E. E. 
Dudley, A.C.A. (President, Leicestershire and Northampton- 
shire Society of Chartered Accountants); S. Edgcumbe, J.P., 
F.C.A. (Chairman, Exeter and District Branch, Bristol and 
West of England Society of Chartered Accountants); H. R. 
Elliston, A.C.A. (Chairman, Wolverhampton Branch, Birming- 
ham and District Society of Chartered Accountants); G. R. 
Freeman, F.C.A. (Senior Past President); Alderman Sir S. 
Harold Gillett, M.C., F.c.A. (Member of the Council); Mr 
K. W. Horton, F.c.A. (Vice-Chairman, Bolton Branch, 
Manchester Society of Chartered Accountants), 

Sir Harold G. Howitt, G.B.E., D.S.0., M.C., F.C.A, (Past 
President); Sir Russell Kettle, F.c.a. (Past President); 
W. H. Lawson, C.B.E., F.c.A. (Member of the Council); 
O. A. J. Ling, J.P., F.C.A. (Chairman, Derby Branch, Notting- 
ham Society of Chartered Accountants); J. H. Mann, M.B.E., 
F.c.A. (Chairman, London and District Society of Chartered 
Accountants); R. H. R. Marshall, F.c.a. (Chairman, Grimsby 
and North Lincolnshire Branch, Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants), W. V. 
Meacock, F.c.A. (President, South Wales and Monmouthshire 
Society of Chartered Accountants); A. W. Miles, F.c.a. 
(President, South Eastern Society of Chartered Accountants); 
L. A. Pardey, F.c.a. (vepresenting the South Lancashire 
Branch, Liverpool Society of Chartered Accountants). 

Messrs S. J. Pears, F.c.A. (Member of the Council); C. U. 
Peat, M.C., F.C.A. (Member of the Council); Sheriff Leslie B. 
Prince, F.c.a.; H. J. Redfern, F.c.a. (Chairman, Coventry 
Area Branch, Birmingham and District Society of Chartered 
Accountants); P. M. Rees, M.C., F.c.A. (Member of the 
Council), Sir Thomas B. Robson, M.B.E, £.C.A. (Past 
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President); G. F. Saunders, F.c.a. (Member of the Council); 
Gilbert D. Shepherd, M.B.E., F.C.A. (Past President); B. 
Smallpeice, a.c.a. (Member of the Council); P. E. Smith, 
F.C.A. (President, Sheffield and District Society of Chartered 
Accountants); T. C. Squance, 0.B.E., T.D., D.L., F.C.A. 
(President, Northern Society of Chartered Accountants); 
H. F. Strachan, F.c.a. (President, Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants); E. Sugden, 
F.C.A. (President, Leeds, Bradford and District Society of 
Chartered Accountants). 


Messrs E. Duncan Taylor, F.c.a. (Member of the Council), 
E. C. Turner, T.D., F.c.A. (President, Birmingham and 
District Society of Chartered Accountants); E. G. Turner, 
M.c., F.c.A. (Member of the Council}; L. W. Underwood, 
¥.C.A. (President, Nottingham Society of Chartered Account- 
ants); A. D. Walker, F.c.a. (Member of the Council); F. H. 
Walsh, ¥.c.a. (Chairman, North Lancashire Branch, Man- 
chester Society of Chartered Accountants); G. Waterworth, 
F.C.A. (President, Manchester Society of Chartered Account- 
ants); R. L. Wyllie, F.C.A. (Chairman, Cumberland Branch, 
Northern Society of Chartered Accountants). 

Other members of the Council were on tables B, C, D, F, 
G and 4. 

Officials of the Institute. Messrs Alan S. MacIver, M.C. 
(Secretary); C. H. S. Loveday, a.c.a. (Assistant Secretary); 
F. M. Wilkinson, a.c.a. (Asststant Secretary); W. M. Allen 
(Secretarial Assistant). I! 
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H.R.H. The Duke of Edinburgh enters Guildhall, escorted 
by Mr Donald V. House, F.c.a., President of The Institute 
of Chartered Accountants in England and Wales. Behind is 
the Rt. Hon. The Lord Mayor of London, Sir Seymour 
Howard, who is accompanied by Mr W. S. Carrington, 
F.C.A., Vice-President of the Institute, with Mr A. S. 
Maciver, m.c., Secretary of the Institute, and Squadron- 
Leader Beresford Horsley, A.F.C., R.A.F., in the background. 
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Grace was pronounced by the Rev. T. B. Newby, 
A.C.A. 


'The toasts of “The Queen’ and of ‘Queen Elizabeth 
the Queen Mother, the Duke of Edinburgh and other 
Members of the Royal Family’ were proposed by the 
President. , 


We give below reports of the speeches, each of 
which was preceded by a fanfare by trumpeters of the 
Life Guards. 


THE SPEECHES 


Proposing the toast of “The Right Honourable the 
Lord Mayor, the Corporation of London and the 
Sheriffs’, Mr George R. Freeman, F.c.A., senior past 
President of the Institute, said: 


The Lord Mayor and Corporation 


‘T am confident that the toast which has been entrusted to 
me will meet with acclamation as it is through the kindness 
of the Lord Mayor and Corporation that we are enabled 
to hold our seventy-fifth anniversary banquet in this 
historic Hall and we are very conscious of the high privilege 
thus accorded to us. I understand that in addition to the 
Lord Mayor and Sheriffs, the Corporation has 25 Aldermen 
and some 200 members of the Court of Common Council, 
so that in accepting the toast you will be thanking a con- 
siderable number of a distinguished cross section of the 
activities of this great City. 

‘In the course of sixty-four years in the City I have had 
the privilege of the acquaintance of many lord mayors (or 
should it be lords mayor?) and the friendship of not a few; 
they have all been men of parts and high achievement, and 
our present Lord Mayor, Alderman Sir Seymour Howard, 
is no exception. Our profession has had its share in provid- 
ing several men of the pubic spirit necessary to bring them 
to the highest office and others are on their way to that 
dignity. 


Stock-broking and Accountancy 


‘I think it can be said, my Lord Mayor, that your profes- 
sion of stock-broking and the profession of accountancy are 
to some extent complementary. We have a subcommittee 
which keeps in touch with your Council and collaborates 
from time to time on the rules and regulations of the Stock 
Exchange, particularly on such questions as the information 
to be contained in prospectuses of limited companies, offers 
for sale, applications for official quotations and the like. 
Mention of official quotations reminds me of an incident 
which occurred during my early days at the office. The then 
Secretary of the Share and Loan Department was Mr 
Burdett who was also editor of the Stock Exchange Official 
Intelligence, so that the book itself was commonly known as 
Burdett for short. 

‘Our senior office boy was very knowing in some respects 
- but was not noted for quick intelligence. One of the partners, 
Mr Jackson, had a rather stern and portentous manner. 
Desiring to refer to the book, he told the boy “Go and fetch 
Burdett”. The boy immediately went round to the Stock 
Exchange where, by some means, he penetrated into the 
sanctum of the Secretary, and was so insistent that he 
eventually persuaded the great man to come to our office 
in Coleman Street. On meeting Mr Jackson there was 
naturally mutual surprise and some indignation, but when 
‘tthe explanation transpired the matter ended in a hearty 
laugh. (Laughter.) 


The Sheriffs 


‘It is a pleasure to find that the Sheriffs are specifically 
mentioned on the order paper. The Senior Sheriff, Mr 
Alderman Pryce, a well known and much respected solicitor, 
is most versatile in his activities and has the double task of 
representing both Cripplegate Within and Cripplegate 
Without. Again, a number of members of our profession 
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have served that high office and Mr L. B. Prince, the second 
Sheriff of today, is also “one of us” and we have mutual 
associations over many years. My friend and colleague on 
the Institute Council, Alderman Sir Harold Gillett, who is 
President of our London Students’ Society, was one of the 
Coronation Sheriffs and had the exceptional honour 
of being “dubbed” by Her Majesty in this building. 
(Applause.) 


He concluded: 
Speeches the President Makes 


‘May I end these disjointed remarks with a few compari- 
sons? In my day as President of the Institute, one attended 
some twelve to fifteen functions at which it was necessary 
to reply to the toast of the Institute and that was no great 
task. Nowadays the President has to reply to that toast 
perhaps forty or fifty times and it requires much thought 
to make a careful speech each time and yet steer clear of 
too much repetition of what he has said at previous 
gatherings. 


A Tribute to the Lord Mayor 


‘In your case, my Lord Mayor, no doubt you have to 
reply to votes of thanks similar to this on some hundreds 
of occasions and one can imagine that you are often tempted 
to have a stereotyped reply printed, and to hand a copy to 
the reporters with the brief comment, “Them’s my 
sentiments.” (Applause.) 

‘I have not said very much so far about the Lord Mayor, 
but I know from pleasant personal experience of meeting 
him on several occasions and from all I hear from men who 
are his friends, that he is an outstanding man not only in his 
business but also in every other activity. (Applause.) 

‘He is gentle, genial, kindly and most energetic and 
active. I believe his chief relaxation is that of dancing, and 
he is also most approachable. In fact, he is all those qualities 
which bring him the esteem, respect and affection of all 
those with whom he comes into contact in civic, business 
and social life. (Applause.) 


SPEECH BY THE LORD MAYOR 


Replying to the toast, the Lord Mayor, Alderman 
Sir Seymour Howard, said: 


‘Some time ago, Mr President, a distinguished cleric 
went to a country church to take the service. He was met 
at the door by one of the churchwardens, who said to him: 
“As you have travelled a long way, sir, may I offer you a 
little liquid refreshment?” and the eminent cleric said, 
“No, thank you very much — for three reasons: first, Í am 


about to take the service; second, I happen to be president ` 


of the local temperance association; and third, I have just 
had one.” (Laughter.) 

‘Mr President, I am very honoured, in company with the 
Sheriffs, to have the pleasure of dining with you tonight 
on the occasion of your seventy-fifth anniversary — for 
three reasons, which are not the same. (Laughter.) 


‘First, because the reputation of the City is founded ` 


upon the principles of your great Institute. Second, because 
your great Institute has its headquarters within the City; 
and third, sir, because it gives me an opportunity to have a 
free meal — (Laughter) — which only occurs about ten times 
every week. (Laughter and applause.) It also gives me an 
opportunity to pay a tribute to your profession for guiding 
us through the intricacies of a Finance Act which no 
parliamentarian understands, and keeping many of us from 
entering the portals of Carey Stréet. (Laughter.) 


‘But, sir, despite all our jokes about somebody’s ability 


in getting around the tax problems, and the occasional case 
of dishonesty, there is nowhere in the world a higher 
standard of commercial honour than.that which prevails 
in this country (Hear, hear) and this I think is due 
to the high ethical standard set and conformed to by all 
members of the accountancy profession. (Hear, hear.) 
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The Accountant near in type to the Scientist 


“The accountant, sir, is much nearer in type to the scientist 
than to, say, the politician or the advocate because, having 
no case to answer and no case to prove, he sits before the 
facts and lets them speak. The advocate and the politician 
are more interested in persuasion than in proof. (Laughter.) 
They have a client or a policy to defend, and very often a 
favourable impression to create, and it is easy to see how 
this may lead to the depreciation of the verbal currency 
and inflation of promissory notes which are sometimes un- 
cashable — and no doubt there will be a considerable number 
floating around during the next few weeks. (Laughter.) 
‘For the accountant, sir, it is the truth, the whole truth 
and nothing but the truth, and his guiding principles of 
integrity and probity have overflown the boundaries of 
his profession and have permeated every section cf the 
community with the result that despite the crushing tax 
burden under which the community staggers, the honesty 
of the Englishman overrides all other considerations. 
“That, I think, is a tribute, sir, of which every member 
of your Institute can justly be proud, and lest you think I 
am somewhat biased in this, I may say that one of the 
sheriffs who accompanies me tonight is, as you have heard, 
a very “Prince” among accountants and the other is one 
who is not beyond his “Pryce”. (Laughter and applause.) 


Back Pay to 1054 


‘As a simple stock-broker — (laughter) — I said simple, sir, 
because I am not farming on the side- (laughter and 
applause) — I have never been able to escape from the 
penal system of taxation. But I have no doubt that you are 


e 


Ls 


ie 

| 

j 

p 

EN 

w 
of 

K 

| 


4 
Mn wien Gia, 


3 

cei, D mpi hit em rs HCH we inhaler regele eegen 

Geng I - 

; K KE? 
> D A A Ce z 
SN 
e Le ` GG 
D Ií s 
* wf. d 

D) k >= 


e Dk 


+ + 


4 


` 





n 
D 


D 





y A EI A we 


Mr House presents guests to the Duke of Edinb 


THE ACCOUNTANT 





549 


all called upon by your clients to examine all legitimate 
ways and means of doing so. Nevertheless I doubt whether 
you could have helped the Army officer who found that the 
notice in the London Gazetie of his promotion happened 
to be dated from 1054 instead of 1954 — (laughter) — and 
he decided to exploit the error ~ (laughter) — by applying 
for back pay — (laughter) — and allowances. (Laughter.) 

‘After considering the application, the Wat Office replied 
that it appeared he was due for £39,999 18s 5d — (laughter) — 
and the letter added: “J am directed to invite your atten- 
tion to paragraph 764 of ‘King’s Regulations of that date — 
zīst of the sixth, 1054-in which it is provided that 
officers in command of troops would be personally re- 
sponsible for the loss of arms and equipment. (Laughter.) 
On the information contained in your application you are 
now senior surviving officer of the Battle of Hastings. 
(Laughter.) The Records Department informs us that at 
the battle the English lost 20,000 men, valued at £2 apiece. 
Your account is therefore debited to the amount of 1s og" 
(Laughter and applause.) 


Rebuilding the City 


‘But, Mr President, to return to a more serious note, 
Carlyle once said that responsibility for progress rests not 
only with the government but on the people, and the 
government can go no faster than the people can allow — 
and the same applies to the City. The ultimate responsibility 
is with the citizens even more than with the Lord Mayor 
or the Corporation. This should be remembered when all 
the problems of the City are being considered. 

‘As you know, there is the problem of rebuilding the City 
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over which there is a great deal of controversy, and it is 
for the citizens of London and those who spend their 
working lives within its boundaries to make known exactly 
what kind of City they want. 

‘At the moment the controversy ranges around such 
matters as the height of the buildings, the amount of open 
space allotted and these matters mean a very great deal 
not only to this generation but to many generations to 
come. All these matters deserve careful thought and 
foe by the business and professional interests of the 

Dad 

‘I voice this theme because there are many people who 
think that the glory of the City has departed. I hold the 
contrary view. 

‘If the business and professional institutions come for- 
ward to help to share the responsibilities of those who 
govern the City, then I have no hesitation in saying that 
the future should be just as glorious and bright as the past 
has been. (Hear, hear.) 

‘Mr President, on behalf of the Corporation, the Sheriffs 
and myself, I thank you for your generous hospitality 
tonight, and you, Mr Freeman, I thank for the charming 
tribute that you paid.’ (Applause.) 


SPEECH OF THE DUKE OF EDINBURGH 


Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, the Duke of 
Edinburgh, who was greeted with loud applause, said: 


‘Thank you, first of all, for a very good dinner. (Laughter.) 
Right away I should like to congratulate The Institute of 
Chartered Accountants on their seventy-fifth birthday, and 
wish you many happy returns of the day. 

‘I am afraid I do not really know what the criteria of 
success are for institutions of this nature. All I can imagine 
is that there cannot be very much wrong with an Institute 
that can increase its membership from 599 to 18,000. It 
has also doubled its entrants into the profession in the last 
twenty years. 

‘Now a less tangible measure of success is popularity — 
and the professional public accountant was, to put it 
mildly, unpopular when this Institute was founded. This 
was largely, I am told, because he was concerned with dis- 
closing losses and insolvencies. Now, on the other hand, 
there can be no doubt about his popularity, although 
perhaps it might be incautious to suggest it had anything 
to do with the fact that the chartered accountant can help 
to make profits. (Laughter.) 

‘However, whatever the reasons, many companies are 
proud to number accountants among their directors. 
(Hear, hear.) 

. ‘Perhaps the best way to realize the value of the profes- 
sion would be to imagine what would happen if chartered 
accountants did not exist. I agree it is difficult to imagine. 
(Laughter.) My guess is that among other things, half the 
country would be bankrupt by paying too much tax- 
(laughter and applause) — and the other half would be in 
gaol for not paying enough. (Laughter and applause.) And 
that, gentlemen, of course is quite apart from deliberate 
dishonesty. (Laughter.) 


Chartered Accountants as Umpires 


‘Chartered accountants for a long time have been used as 
umpires in various matters, but nowhere quite so effectively 
as in what Stephen Potter might describe as “‘taxmanship.”’ 
(Laughcer and applause.) 

‘There are two sides to this game. (Laughter.) On the 
one hand there is the gentle art of scoring off the Inland 
Revenue without actually cheating. (Laughter.) On the 
other hand is the brutal business of tax extraction without 
actually using the thumb-screw. (Laughter.) 

‘Now although tax problems loom large — and my Lord 
Mayor has already referred to them —they are only a 
relatively recent addition to the problems of the profession. 
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Services of Chartered Accountants to the 
Public 


‘I do not propose to catalogue the other problems because 
I am sure they are only too well known to all of you, but 
I do not think there is any doubt whatsoever about the great 
services which chartered accountants have rendered to 
the public as a whole, and in its turn this Institute has done 
a tremendous amount for the profession. 

“It closely and jealously guards the reputation for com- 
petence, honesty, integrity and independence of the pro- 
fession. (Hear, hear.) It has never been afraid to pounce on 
erring members. (Hear, hear and applause.) 

‘I would like to take this opportunity to pay a tribute to 
the pioneers who introduced the profession of public 
accountancy into overseas countries. (Hear, hear.) Imitation 
is undoubtedly the sincerest form of flattery and the use of 
the chartered accountant in countries abroad is a well- 
deserved compliment to this Institute and to the profession 
as a whole. (Applause.) 

‘I have no doubt that this Institute will go from strength 
to strength. The country has every reason to be grateful 
for what it has done in the past and every reason to feel 
confident that the Institute will uphold the best traditions 
of a great profession in the future. 

‘Ladies and gentlemen, it gives me great pleasure to 
propose this toast to The Institute of Chartered Accountants 
in England and Wales, and to the President. (Loud applause.)’ 


THE PRESIDENT’S SPEECH 


The President, Mr Donald V. House, replying to the 
toast, said: 


ʻI am deeply grateful to your Royal Highness for the 
generous, charming and delightfully humorous way in 
which you have proposed the toast to which I have the 
honour to respond, and I also thank this great audience for 
the warm way in which they have acclaimed the toast and 
indicated thereby how greatly they have appreciated your 
gracious speech. (Hear, hear and applause.) 


‘In June of last year I attended and thoroughly enjoyed 
the hospitality of an Institute of Chartered Accountants in 
another capital city — the big sister of 1854 which had 
reached the hundredth birthday of its Charter. My Institute 
is only seventy-five years old, and I want to make it quite 
clear tonight, so far as we are concerned, that any connec- 
tion between the two Edinburghs is pure coincidence. 
(Laughter.) 

‘I am sure I can say on behalf of every member of our 
Institute, let alone the 648 tonight who were fortunate in 
the ballot for tickets, how highly honoured we were when 
you graciously accepted the invitation to attend this 
banquet and to propose this toast. (Hear, hear and applause.) 

“The value of the services and the integrity of chartered 
accountants are universally recognized, and your Roval 
Highness’s references in this connection give pleasure and 
satisfaction to all members. 


Twenty Speeches in 1893 


‘It is fortunate for you, sir, and indeed for all of us that we 
have not held tonight the precedent of a banquet which 
was held at the hall of the Merchant Taylors Company after 
the annual meeting in 1893. I read the other day that 260 
persons attended, including many distinguished guests, 
and there were no less than twenty speeches. (Laughter.) 

‘Perhaps one of our guests tonight would be even more 
pleased, because it is reported that the Lord Chancellor 
of the day had to deliver two of those speeches (laughter): 
one in reply to the toast of Her Majesty’s Ministers and the 
other proposing the toast of the Institute. I have no idea 
how long the festivities lasted and I have unfortunately 
been unable to find the menu, but I am still wondering 
whether the number of speeches was governed by the 
number of courses, which people were reputed to find both 
the time and space to consume in those days. (Laughter.) 
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H.R.H. The Duke of Edinburgh proposing the toast of “The Institute of Chartered Accountants in England and 
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“I hope that some day in the not too distant future the 
history of our Institute will be published so that the whole 
world will be able to read of the foresight and endeavour of 
those who petitioned for and were granted a Royal Charter 
in I88o, and to read also how their successors have worked 
to maintain and to keep up-to-date the example which was 
then set. (Hear, hear.) A high standard must be and is 
being maintained. 


The Examinations 


‘Our examinations are by no means easy but they are not 
exceptionally difficult to pass — (laughter) — provided one 
has the proper practical training and the will to work hard. 
The examinations are not competitive nor do we restrict 
or regulate our numbers by variation of the test level. I 
think the rapid growth of membership belies ‘any suggestion 
of that, sir. Naturally, we take care to ensure that only the 
right accountants pass the examination — (laughter) — but 
we want them to pass. 

‘Questions are set with the object of finding out what the 
candidate knows and not what he or she does not know. 
Examinations are fascinating things if one is an examiner. 
(Laughter.) As I have had some little to do with that, I 
did on one occasion take a peep at the Preliminary examina- 
tion answers where it seemed the English paper provided 
amusement for examiners and imagination on the part of 
the candidate. 

‘There were questions which asked the candidate to 
define a word and incorporate it in a sentence. Of course, 
of the word “sanguine”, meaning words connected with 
blood, brought the answer, “The bargee’s language was 


horribly sanguine.” (Laughter.) One I rather liked was 
“abrasion” which was defined as “seeing before, or mirage” 
— “The abrasion appeared before him as he walked up the 
passage, but disappeared when he threw something at it.” 
(Laughter.) 

“These are genuine, of course, and somehow or other 
that chap managed to pass his Prelim. and he came 
along to the Intermediate where, of course, we do sort them 
out. But here again we got some more imagination. The 
candidate had to write a letter about service under articles 
to a Mr and Mrs Smith, and he said, “It is better to live 
in London and be articled there as there are ladies who 
specialize in boarding students and the facilities for study 
are much better.” (Laughter.) ° 

“In writing a letter to a mail order bookseller on how to 
keep his accounts, another student wrote, “You might start 
thinking about having a metal stamp for each client bearing 
his name and address as done by the football pools, which 
I expect you enter for like myself.” (Laughter.) And then, 
of course, we have to have —and I hope this chap got 
through — the case where a trade cycle was defined as “a 
special kind of bicycle used generally by errand boys.” 
(Laughter and applause.) 


Proper Training under Articles 


“To be serious again, one essential which we believe to be- 
right and which to my mind has been the main factor in 
the Institute reaching its present high position, is that 
every successful examination candidate must show before 
he is accepted for membership not only that he or she has 
served the required period under articles in the office of a 
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practising member, but that the proper training has been 
received during that time. I firmly believe it is only in that 
way that the ground-work of all the important basic prin- 
ciples of professional competence can be mastered. 

‘Mechanized accounting is now quite common, electronics 
are being developed and, who knows, atomic power may 
one day supersede all modern developments. But there 
must always remain the document and the book of prime 
entry which is our primary concern, and the presentation 
of the final accountancy statement which is our ultimate 
responsibility. 


‘Historic and Overhead Replacement’ 


‘This is not the first time we have held a banquet in this 
wonderful Guildhall, now happily restored after the 
ravages of war, and I am sure it will not be the last. Looking 
round at these historic walls and upwards at this magnificent 
new roof, I am tempted to refer to the fact that very many 
members of this Institute are surrounded by historic, and 
surmounted by overhead, replacement. (Laughter.) 

‘Let me point out quickly, before certain friends get too 
jubilant at that statement, that the roof appears above us as 
a true, fair and really beautiful replacement, with the cost 
ascertained and not estimated. (Laughter.) Also it will, 
like the walls which give it support, soon attain an historical 
value which is of such pride to this City of London, and 
SE we pray will never again be interfered with. (Hear, 

ear. 

‘Sir, some of us here tonight were present twenty-five 
years ago and some will be attending the centenary in 1980. 
Although I cannot issue you an invitation, I can and do 
express the hope that you: will also be present on that 
occasion. (Hear, hear and applause.) ` 

“Your Royal Highness, once again I will say how you 
have delighted us with your company tonight. (Hear, hear 
and applause.) It is a privilege to be in the company of 
one who, despite duties which to most of us would be 
overwhelming, shows such energetic and enthusiastic 
devotion to those duties. (Hear, hear); one who can be 
forthright when necessary and who is at all times essentially 
human. (Hear, hear and applause.) 

‘The honour and compliment which you have paid us 
and the toast which you have proposed will be recorded as 
one of the most outstanding events in the history of The 
Institute of Chartered Accountants in England and Wales. 
I thank you, sir.’ (Applause.) 


‘THE GUESTS’ 


Proposing the toast of “The Guests’, Mr W. 5. 
Carrington, Vice-President of the Institute, said: 


‘It is my pleasurable duty this evening to bid welcome to 
our guests and to thank them on behalf of the Council and 
members of the Institute for having honoured us with their 
presence at our festive board. 

‘The President has already referred to the gracious 
presence of His Royal Highness, but I would like to be 
permitted, # I may, to associate myself with all the President 
has said. 


All Facets of National Life Represented 


‘Our guests represent all facets of our national life, the 
armed services, the learned professions, the Civil Service, 
the business life of the City of London, trade and commerce, 
management and labour. Of the armed forces we have the 
Secretary of State for Air, the Lord De L’Isle and Dudley, 
v.C., who could have been here as a paving guest because 
he is, of course, a member of the Institute. We have a dis- 
tinguished predecessor of his in Viscount Swinton who 
played such a large part in the planning of the R.A.F. in 
those difficult days immediately before the war, and we also 
have the distinguished Chief of the Imperial General Staff, 
Field-Marshal Sir John Harding. 

“The civic life of this great city is represented by the Lord 
Mayor and the Sheriffs, one of whom — Mr Leslie Prince ~ 
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is, I am proud to say, a practising member of our Institute. 
The Lord Mayor, if I may digress for a moment, mentioned 
three reasons why a divine would not accept hospitality - 
from an incumbent whom he was visiting in his episcopal 
capacity. (Laughter and applause.) Of course, Lord Rad- 
cliffe or Sir Raymond Evershed might also have reminded 
the incumbent that it would be foolish to offer hospitality 
to his superiors because he would not have the cost thereof 
allowed for tax purposes. (Laughter and applause.) 


The Bench and the Bar 


“The Bench and the Bar are well and nobly represented, for 
we have with us an ex-Lord Chancellor in Lord Jowitt, and 
one who in a few days’ time may be, for all he knows, also ex, 
but I will refer to him later. We also have Lord Cohen, 
whose monumental effort in 1947 has given us so much work 
since, and Lord Radcliffe. Lord Radcliffe is, of course, 
known to one and all for his activities at the Bar, on the 
Bench, and in the committee room, but I would also com- 
mend him to you as the leading hand to the best rose 
grower in North London. 

“We also welcome the Master of the Rolls, Sir Raymond 
Evershed, whose words of wisdom uttered in Australia were 
still being spoken of with distinct approbation when I was 
there a few weeks ago. Australia, ladies and gentlemen, is a 
great country — make no mistake about that. It is my firm 
belief that within the lifetime of many here present this 
evening, Australia will be to the Southern Hemisphere what 
the United States is at the moment to the Northern Hemi- 
sphere — the power-house of democracy and the mainspring 
of progress. I 

“We are also very pleased to have with us the presidents 
and secretaries of the Law Society, the Scottish Institute of 
Chartered Accountants, the Society and the Association, 
and of other eminent professional bodies, together with. . 
representatives of our confréres in the Netherlands and 
Germany. This is, no doubt, the first occasion since the 
German Federal Republic attained its sovereignty that 
representatives of a German professional organization have 
attended a function in the City of London. I extend to them 
a hearty and sincere welcome to our festive board and may 
the ashes of past hatreds fertilize the tree of co-operation 
so that it may bring forth in abundance the fruit of lasting 
friendship between our two great nations. (Applause.) 


‘Actual and Potential Ministers’ $ 


‘Many actual and potential Ministers of the Crown would 
have been dining with us this evening but for the fact that 
they are presently engaged in the task of sorting out who 
shall be actual and who shall be potential, and we hope that 
each and every one of them will receive that measure of 
support to which they are entitled by their respective 
abilities, and amongst this group is numbered one guest 
present this evening, Mr Joynson-Hicks — a worthy son of 
a worthy father. 

“We are also honoured by the presence of the chairmen of 
leading City institutions such as the Stock Exchange and 
the banks. Mention of the banks reminds me that a few 
weeks ago I was in Dunedin, where it is said that no bank 
needs any red ink, thanks to the thrifty habits and natu~al 
canniness of the inhabitants of that most Scottish of all 
cities. I was actually attending a convention of accountants 
there and the one big complaint of the Dunedin accountants 
was the inadequacy of their fees, I had the mournful duty 
of telling them that this is a common complaint from 
Inverness to Invercargill, irrespective of whether one 
travels by Suez, Panama, or over the North Pole. Perhaps 
our banking friends and the representatives of the mighty 
F.B.I. will note this. 

‘Whilst in New Zealand I saw a remarkable feat by a great 
artist named Bowen; he sheared a sheep in sixty-two seconds; 
then, having been blindfolded, he sheared one in two and a 
quarter minutes; there is no truth, however, in the rumour 
that the Royal Commission is going to recommend that 
the Chancellor should approach the New Zealand Govern- 
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ment for Mr Bowen’s transfer. Sir Alfred Road, whom we 
are so pleased to see here, has already explained to the 
Chancellor that his department can do it just as quickly, 
even though the sheep be in Inverness and the shearer in 
Somerset House. (Laughter) 


Different Sorts of Pounds 

‘Much has been written recently of different sorts of 
pounds, and strangely enough, I found actual confirmation 
of this phenomena in New Zealand. Not long ago, when a 
Maori baby was born north of Auckland, it was found 
that neither the doctor nor the midwife had any scales, so 
they borrowed a pair from the local boat proprietor and 
these scales indicated that the lusty infant weighed 26% Ib. 
Strange to relate, these scales belonged to the very man 
who had hired out the boat used by one of our distinguished 
past Presidents when he, with his beginner’s luck, had the 
good fortune to land a record catch after a day’s fishing in 
the Bay of Islands. Now I fear that Sir Harold Howitt will 
have to write to The Economist for an index to convert Maori 
fishing pounds to English pounds avoirdupois before the 
story of his fishing exploits can be regarded as true and fair. 
(Laughter.) 

‘Time does not permit me to refer to all our guests indi- 
vidually, but on behalf of the Institute I do assure them 
that we are extremely glad to have them with us and we are 
very grateful to them for having honoured us with their 
presence.’ Mr Carrington concluded with a tribute to Vis- 
count Kilmuir. 


Response for the Guests 


In. the course of his reply to the toast, Viscount 
Kilmuir said: ` 
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“There is always a certain exhilaration in attempting the 
impossible (laughter) and it certainly is, Mr President, 
beyond the reasonable bounds of possibility for your guests 
to try and thank you for your magnificent hospitality tonight 
(hear, hear), but still, I have the profound feeling that even 
though the oral response may be impoverished, after all, 
Mr President, I have only the sixth pull at the chestnuts on 
this occasion.’ (Laughter.) ° 


He continued: 


‘But I feel tonight that your guests are in a singularly 
fortunate position, because, after all, Mr President, we are 
being valued by the matchless masters of valuation which 
your Institute constitutes, and that ought to make us feel 
pretty good, but of course there is always a lingering doubt.’ 
(Laughter.) 


In conclusion, Viscount Kilmuir said: 


‘In the difficult and changing world in which we find our- 
selves, that world simply cannot afford inexact data, wishful 
arithmetic and sloppy thinking. 

‘We do know that association with your Institute and its 
members forms a sure sword and buckler against these 
children of sloth that beset us on the road of life. Therefore, 
it is with sincere gratitude, great memories and affection 
that we record our satisfaction of having been greeted by 
you on your seventy-fifth milestone on that road of life, and 
your guests, if you will allow us through these imperfect 
words of mine, wish not only to thank you most sincerely 
but to give you a true and heartening “God-speed” for the 
rest of the road which we are sure your Institute will 
traverse triumphantly to the end.’ (Hear, hear, and ap- 
plause.) 





A general view of the company in Guildhall. 


- 
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THE INSTITUTE’S 
SEVENTY-FOURTH ANNUAL MEETING 


The seventy-fourth annual meeting of The Institute of Chartered Accountants in 

England and Wales was held on Wednesday, May 4th, 1955, at the Hall of the 

Chartered Insurance Institute, 20 Aldermanbury, London, EC2. Mr Donald V. 
House, F.C.A., the President, was in the chair. 


THe PRESIDENT said: Ladies and Gentlemen, no 
doubt you will wish, as in previous years, to take the 
notice convening the meeting and the auditors’ report 
as read. 

Before proceeding with my address I will introduce 
those whom I have with me on the platform: On my 
immediate left is the Vice-President, Mr W. S. 
Carrington. Beyond him are: Sir Nicholas Waterhouse, 
Past President; Sir Bernhard Binder, Past President; 
Mr Charles Boyce, Past President; Mr James Blakey, 
Past President; and Mr F. M. Wilkinson, Assistant 
Secretary. On my right are: Mr A. S. MacIver, our 
Secretary; Mr George Freeman, Past President; Sir 
Harold Barton, Past President; Mr Gilbert Shepherd, 
Past President; Mr Harold Garton Ash, Past President; 
Sir Thomas Robson, Past President; and Mr C. H. S. 
Loveday, Assistant Secretary. 


Report and Accounts 


The annual report and accounts do not call for any 
particular comment from me. The accounts are clearly 
set out. which perhaps is only to be expected when 
the draft has to be subjected to the scrutiny of forty- 
five Council members — although I assure you that the 
large number of expert critics has not always been 
conducive to speedy approval or even perfect harmony 
in the first instance. They should not, for an audience 
such as this, require any explanation. 

I must however mention the reappointment of 
auditors, referred to in paragraph og of the report. Since 
the date of the report we have received with deep regret 
the news of the sudden death on April roth, 1955, of 
Mr John Myers. Mr Myers always had the interests 
of the Institute and the profession at heart. He was a 
past treasurer of the Chartered Accountant Students’ 
Society of London and had been one of its vice- 
presidents for many years. He also took an active 
part in the old London Members’ Committee of 
which he was twice chairman. Under Bye-law 114 the 
Council has appointed one of his partners, Mr Leonard 
Walter Bmgham, as auditor to fill the vacancy caused 
by Mr Myers’ death and at a later stage in the proceed- 
ings today a motion will be put to the meeting for the 
reappointment of Mr Geoffrey Bostock and Mr 
Bingham. 


Seventy-fifth Anniversary Banquet in Guildhall 


Before the last war it became the practice of the 
Institute to hold bi-annual banquets in Guildhall, 
alternating with the provincial autumn meetings. 
Whether that practice should be resumed, now that 
Guildhall has been restored, has yet to be decided 
but this year we are to have a banquet there to com- 
memorate the seventy-fifth anniversary of the grant of 
the Royal Charter. 

His Royal Highness the Duke of Edinburgh has 
honoured us by accepting our invitation to attend the 


banquet on Monday next, May oth. The actual 
anniversary day is May rb a date on which His 
Royal Highness could not have been present. 

Events over which we have no control have un- 
fortunately resulted in apologies for inability to attend 
from many members of Parliament and ministers of 
State who had previously accepted invitations. Never- 
theless the list of distinguished guests is widely repre- 
sentative and the occasion will be a memorable one 
for those members who were fortunate in the ballot 
for tickets. 


Institute Development 


The Council’s report provides a comprehensive review 
of activities during the past twelve months and I feel 
sure members will agree that the Institute’s growth 
and development continue to be most striking. Our 
membership is mounting to formidable proportions 
and the number of clerks entering into articles has 
remained for years at a consistently high figure. The 
range of subjects which engage the attention of the 
Council continues to be very wide and is a reflection 
of the responsibilities carried by the members of the 
Institute in the course of their daily work. 

At the summer course last September our Secretary, 
Mr MacIver, gave a most informative address on the 
work of the Institute. Such an insight into what goes 
on in Moorgate Place has never been given before 
and it has resulted in many members realizing, for the 
first time, the ever-increasing size and scope of the 
task of conducting our Institute’s affairs. The Secre- 
tary’s paper is specially valuable to those who wish to 
ponder the significance of our seventy-fifth anniversary. 


The P. D. Leake Chair of Finance and 
Accounting 


The P. D. Leake Committee was successful last summer 
in concluding negotiations for the establishment of a 
university Chair of accounting. At one time the 
committee doubted whether it would be possible to 
interest either Oxford or Cambridge in the subject 
around which our profession has grown. It is therefore 
all the more satisfying to the committee, and to the 
Council, that the P. D. Leake Professorship of Finance 
and Accounting has been established in Cambridge, 
on terms which are acceptable to both the University 
and the committee. 

Inquiries received at the Institute show some mis- 
understanding of the nature of the Chair. I would 
like to emphasize that the appointment of a Professor 
of Finance and Accounting does rot imply the develop- 
ment in Cambridge of the teaching of accountancy or 
the training of students to be professional accountants. 
The primary concern of the professor will be the con- 
duct and direction of research. 

I must also emphasize that the Chair is essentially 
a Cambridge Chair and not a Moorgate Place Chair. 
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The Leake bequest was a general charitable bequest 
and although the Institute is the trustee and the 
members of the P. D. Leake Committee are all mem- 
bers of the Council, the Institute will not be specific- 
ally associated with the work of the professor. Indeed, 
it would not be appropriate for the professor to asso- 
ciate the work with any particular accountancy body 
and that aspect of the bequest was explained to the 
Cambridge representatives during the negotiations. 

I feel sure that the Chair can become a most valuable 
means of bringing about a much better understanding, 
outside the profession, of the indispensable part 
which the profession now takes in the multifarious 
activities of civilized life. 


Management Accounting 


In June last year the Council issued a short pamphlet 
of notes entitled Management Accounting: An Outline 
of its Nature and Purpose. The pamphlet was also made 
freely available to anyone wishing to obtain a copy 
and the response has been most gratifying. It was well 
received by the Press and was noted in a wide range of 
trade journals. 

Basically the Council had two objects in mind. The 
first was to stimulate greater interest in that part of 
the work of the profession which has come to be 
described, mainly by persons outside the profession, 
as ‘management accounting’. The second was to 
explain that ‘management accounting’ means no more 
than making accounting information of the greatest 
possible service to management by the application of 
accounting skill to management problems. 

Individual members of the Institute, particularly 
those in industry and commerce, have been responsible 
over a long period of years for the development of the 
use of accounting for the direct assistance of manage- 
ment in the day-to-day conduct of business. Chartered 
accountants have been the leaders in this field no less 
than in that of public practice. The Council was there- 
fore able to draw on a wide field of experience through- 
out the country for the purpose of preparing the 
pamphlet. 

There is no doubt that many more practising 
members could and should take an active interest in 
this important subject and I would therefore urge 
articled clerks and the younger members, who are 
the source of our future practising members, to give 
serious thought to the ways in which they can help in 
the development of the profession on the most useful 
lines. 

Auditors’ Certificates 


It is within my knowledge that members are being 
faced with an increasing number of requests, by 
clients, to sign certificates in forms laid down by trade 
associations, Government departments and other 
organizations. The departments and organizations 
requiring these certificates are naturally anxious to 
achieve the maximum degree of protection and it is a 
compliment to our profession that they look to auditors 
for this protection. , 

Unfortunately, many of the certificates.are drawn 
up in terms which have no regard to whether an 
accountant can properly give such a certificate. Broadly 
speaking, the unsatisfactory certificates have either, or 
both, of two main defects; first they require the auditor 
to certify matters which are entirely outside his 
_ province and, second, they require the auditor to 
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certify that various statements are correct whereas in 
fact he cannot do more than express his opinion on 
the underlying records and the accuracy with which 
the statements have: been prepared therefrom. 

By way of illustration I will mention a few examples. 
‘There is an organization which expects the auditors 
to certify that the tonnages and brands of various 
cement products have been checked by them and that 
none of the tonnages included in the claim was com- 
posed of special commodities such as white, coloured, 
aluminous, cold-weather, or water-repellent cements. 

There is another organization which expects the 
auditor to certify that a specified number of cars and 
a specified number of commercial vehicles are owned 
by, on the effective strength of, and used in the 
United Kingdom in connection with the business of 
(and, if used on public roads, registered in the name 
of) a specified company or its subsidiaries or holding 
company or fellow subsidiaries, all of which com- 
panies are to be named in the certificate. The auditor 
is also expected to state whether the fleet user does 
or does not engage in the sale or repair of motor 
vehicles to or for the general public and whether he is 
or is not associated with such sales or repair. (Laughter.) 

Another organization expects an auditor to certify 
that tyres have been purchased for use as replace- 
ments and not as original equipment on vehicles owned 
by the user. 

One Government department expects an auditor to 
certify that a particular statement is a true and correct 
record of first-quality hen eggs graded and packed day 
by day during a specified period. It would be interest- 
ing to see the reaction of examination candidates to a 
question in these terms: ‘You are required, for the 
purpose of a Government return, to attend each day 
at the egg-packing station of your client Mr X., in 
order to certify periodically that a particular statement 
is a true and correct record of first-quality hen eggs 
graded and packed day by day during a specified 
period. State how you would satisfy yourself (a) that 
the articles packed were eggs, (b) that they were hen 
eggs, and (c) that they were first quality.’ (Laughter.) 

I would remind members of the Council’s opinion, 
stated in paragraph 84 of the annual report for 1951, 
that where an auditor is asked to sign a certificate and 
it is quite impracticable for him to do so, for technical 
or other reasons, representations should be made by 
his clients through the appropriate trade association 
for the certificate in question to be withdrawn or 
modified. The Council also stated that in certain 
circumstances it may be desirable for the auditor to 
alter the wording of a certificate in order that he may 
be in a position to sign it. 

I do urge all members firmly to refuse to give 
certificates relating to matters which are not within 
their province. Where a certificate can properly be 
given, I urge members to amend the wording whenever 
this is necessary to indicate clearly the extent of their 
responsibility. Experience shows that altered certifi- 
cates are seldom questioned, even where the alterations 
are of a substantial nature. 

As auditors of companies, and in many other direc~ 
tions, a great part of the work of practising members is 
devoted to expressing an opinion on the truth and fair- 
ness of financial statements presented by one set of 
persons to another. To enable us to do this we use 
our professional skill and experience in examining 
books and records, obtaining information and explana- 
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tions and reviewing the principles on which the 
financial statements have been drawn up and the 
manner in which they are presented. We express our 
opinion, reached after carrying out whatever work we 
deem necessary. That position should be reflected in 
the reports we sign. If we are not meticulously careful 
on this matter the departments and organizations 
requiring these special certificates will acquire a false 
sense of security and we ourselves may find that some 
bad eggs may be laid at our doors. 

Those who require these special certificates will 
usually have little or no knowledge of the professional 
work involved, the cost of which does not fall on the 
body requiring the certificate. Where the cost is 
material, I suggest that the body concerned should 
not be left unaware of the additional expense burden 
it is imposing on that business. 

I also suggest that members in industry and com- 
merce could play a useful part by ensuring that associa- 
tions with which they may be concerned do not call 
for auditors’ certificates in terms which they know, 
GE their own professional training, to be unsuit- 
able. 


Students from Overseas 


The Council has considered it desirable to reproduce 
in the annual report some observations I made recently 
in Birmingham on the question of placing, under 
articles, students who come to this country from over- 
seas. I will not take up your time today by repeating 
what you can find in the report, but I do appeal to 
all practising members to give most careful considera- 
tion to this important and difficult subject. 

Any member should inform the Secretary if he has, 
or may shortly have, a vacancy for which he is pre- 
pared to consider an overseas student. This involves 
no commitment, but it may result in the member 
being able to interview a suitable candidate. I cannot 
over~emphasize the importance of keeping open, and 
developing further, the facilities which have always 
existed for students to come to this country from 
overseas to qualify for membership of our Institute. 
They are then able to return home and to take part in 
developing the accountancy profession in their own 
countries according to the standards which we believe 
to be right and by which they themselves have been 
trained. 


National Public Service 


The professional competence of a chartered account- 
ant is of great importance to his clients, but of even 
greater importance are his integrity and independence. 
We hold a'unique position in the business and financial 
world and we must jealously guard our reputation for 
being able to express an honest opinion on financial 
documents after we have carried out such examina- 
tions as our training and experience tell us to be 
necessary. Our whole professional existence depends 
upon the maintenance of the high reputation we have 
achieved. 

It is undoubtedly because of this reputation that 
individual members of the Institute are continually 
being appointed to special committees of national 
importance and this is a form of public service to the 
nation which our members are well able to give. It 
frequently places a heavy burden on the individual, 
but I hope there will be no lessening of the readiness 
of our members to accept burdens of this kind in the 
public interest. 
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You will have noticed in the annual report that the 
Council has resumed the pre-war practice of recording 
appointments which members have accepted during 
the year on special committees of national importance. 
There are of course a great many other ways in which 
members render voluntary public service. This is 
particularily true in local government affairs and in 
connection with churches, sports and other clubs and 
charitable institutions generally. Throughout the 
country there must be a large number of members 


.rendering public service of this kind and I was 


interested recently to note the considerable number of 
members of the Institute whose names appeared in the 
Wardmote lists of the Corporation of London. It 
would however be impracticable to extend our ahnual 
report to cover all forms of public service in civic 
affairs, in Parliament, as Justices of the Peace, as 
trustees and officers of charitable institutions and in 
many other ways. In all such matters, no less than on 
special committees of national importance, integrity 
and objectivity are of the utmost importance. 

Public accountancy is itself a public service. The 
best way of ensuring that practising chartered account- 
ants continue to be recognized for the value of their 
services is for each one of us to demonstrate by hard 
work, ability and honesty that we can provide the 
services which the public needs. A satisfied client is a 
first-class public relations officer for any professional 
man. 


The Budget 


There is very little that one can say about this year’s 
Budget from the professional angle except perhaps 
that the study of the changes in taxation is unlikely 
to call for the burning of any midnight oil either by 
practitioners or examination candidates. 

Naturally one can only be pleased by the reduction, 
small though it is, in income tax. I have seen the Budget 
criticized on the ground that the greatest benefit goes 
to companies. That is surely taking a very biased and 
short view. Must it not be obvious to everybody that 
companies, whether large or small, public or private, 
are one of the most important factors in our economic 
life and that it is they who provide employment for 
millions of workers from the highest to the lowest 

ade. 

What a deal of nonsense is talked, by people who 
should know better, about dividends and capitaliza- 
tion shares as though they must mean a raw deal for 
the wage earner. Company prosperity, which involves 
profit making, is essential if full employment is to 
continue and the standard of living to be maintained, 
if not improved. Can anyone truthfully say today that 
there are many companies which are run for the 
purpose of exploiting employees for the benefit of 
so-called idle-rich capitalists? Without the provision 
of capital there would not be any work and if there 
are any idle-rich capitalists they are well shorn by 
high taxation despite the recent reductions. 

Since the Second World War an entirely new 
economy has arisen in this country compared with 
that which many of us knew during the earlier years 
of our professional life. In those days the main in- 
centives to work were based upon the fear of being 
told there was someone else who could work better 
and produce more; the fear that if one did not work 
hard and save there would be no provision for retire- 
ment and old age; the fear that, having accepted the 
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responsibility of a family, one would not be able to 
provide for them let alone give the children a better 
start in life than one had oneself. 

Under the new economy we have full employment 
and in some cases labour shortage. If this state of 
affairs is to continue — and long may it do so-— the 
old incentives must be replaced by fresh ones. I suggest 
that it is high time we did away with all this incite- 
ment to class warfare, the harping on class distinction 
and the fostering of the attitude that ‘because the 
other fellow has so-and-so I must have one even if I 
do not work for it, save for it or deserve it’. This 
attitude was noticeably absent in the countries which 
I have visited during my year of office. There I found 
more of the mentality that ‘If I work hard, earn more, 
save more and give real service I can reach the higher 
standard of living which my neighbour enjoys’. 


The Self-employed 


We must all be disappointed that the Chancellor 
has been unable to do something for the professional 
classes and other self-employed persons and to imple- 
ment the recommendations of the No. 2 ‘Tucker 
Committee. I made some remarks on this subject at 
the Manchester district society dinner. I need not 
say any more today except to underline the statement 
that provision for retirement by the self-employed 
professional man is. now practically impossible and 
furthermore that, by reason of the high taxation of 
total income, without any allowance for capital em- 
ployed, the provision of the capital needed to finance 
a practice is also becoming well-nigh impossible. 

I know that the present Chancellor fully realizes 
the seriousness of the position and has recently said 
publicly that he regretted that he had not enough in 
the kitty this year to do anything about it. There I 
am afraid we must leave it for the present and hope 
that matters will be set right when the main report of 
the Royal Commission on the Taxation of Profits and 
Income is at last published. One can well imagine 
that the Chancellor may feel that until the contents 
of that report are known it would be unwise to intro- 
duce any major changes. Nevertheless, unless some- 
thing is done reasonably quickly the professicnal 
classes will find difficulty in survival. The loss of their 
impartial, highly-skilled and very necessary services 
would indeed be a tragedy. 


Conclusion 


I have had a very happy year of office and, arduous 
though it has been at times, I have thoroughly enjoyed 
it. I have also been fortunate in that I have as a repre- 
sentative of the Institute visited already New York, 
Eastern Canada and Germany and there is a visit to 
Holland to come in a fortnight’s time. The outstanding 
impression from such visits is that of how international 
the profession has become. Naturally each country 
has some special problems of its own but, in the main, 
we all share the same difficulties. Visits such as 
those which I have had the honour and pleasure of 
making, combined with reciprocal visits and inter- 
national congresses, are of the greatest value‘in bring- 
ing the profession together from all parts of the world 
so that mutual problems can be discussed in congenial 
and hospitable circumstances. 

On these voyages the President and his wife have 
the very real pleasure of the company and unfailing 
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support of those charming and experienced travellers 
Mr and Mrs MacIver. And that brings me to paying 
tribute to all the staff at Moorgate Place. Other 
Presidents have always referred to the support which 
they have received during their year of office but one 
Se to experience it in order to appreciate it to the 
full. i ° 

Last November we suffered the loss of our Chief 
Clerk, Mr W. G. Vincent, on his retirement after over 
fifty years’ service with the Institute. Commencing as 
a boy of fourteen and retiring at sixty-five, Mr Vincent 
spent the whole of his working days at Moorgate 
Place, except for his army service throughout the 
1914-18 war. This was a notable achievement which I 
am glad to acknowledge today. Mr Vincent was a 
most loyal, able and devoted servant of the Institute, 
always placing the Institute’s interests before his own 
convenience, J am sure all members will join me in 
wishing him and Mrs Vincent a long and happy retire- 
ment, in which perhaps he may reflect from time to 
time on the idiosyncrasies of nearly forty presidents 
who came and went during his long service. 

To Mr MacIver, Mr Loveday, Mr Wilkinson, Mr 
Thomson the Librarian, Mr Harvey the Accountant 
and all those too numerous to mention each by name 
I say thank you. Also my thanks are due to all my 
colleagues on the Council for their kindness and help 
and to the Vice-President, Mr Carrington, for his 
unfailing support and readiness, when wanted, to step 
into the breach. He has just returned from a three 
months’ tour of Australia and New Zealand and we 
are glad to welcome him back home. As I see some of 
my partners here, perhaps I ought also to thank them 
for allowing me to have so much time off. (Laughter.) 

I now move the adoption of the report of the 
Council and the accounts for the year ended December 
gist, 1954, and I will ask Mr Carrington to second 
the motion. (Applause.) 

Mr W. S. Carrington, F.c.A. (Vice-President), 
seconded the motion. The President invited questions, 


DISCUSSION 


Mr A. P. RAVENHILL, F.c.A.: Mr President and Gentlemen, 
I think, sir, that your address was extremely interesting 
and instructive and I thank you very much for it. There is 
only one point that I should like to raise and that has to 
do with the surplus. In the past year it has been £18,000, 
for the previous year about the same, and for the year 
before that, ignoring the expenses of the International 
Congress, also about the same. I should like to suggest that 
you might consider using some of the surplus in future 
years to promote the more intensive study of some out- 
standing accountancy problems. 

You mentioned in your address the need to encourage 
students and others to interest themselves more in the 
subject of management accounting. I am not certain that 
that is enough. I think we should get a qualified man — 
by which I mean a chartered accountant — to study the 
subject in more detail. The majority of us realize the 
number of individual problems that arise in all businesses 
and it seems to me extremely difficult sometimes to get 
down to the bones of the problem. I think that possibly 
O Tenon working full time on this might succeed in doing 
that, 

We are developing fast in accountancy matters; we see 
the introduction of automatic machines which may have 
a very substantial influence on such matters as the straight- 
forward ordering and invoicing of goods, which affect 
every business. I feel that as chartered accountants we have 
an important mission, 
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‘THE PreEsIpDENT: Thank you very much for your remarks, 
Mr Ravenhill, and also for sending me a note to say that 
you were going to speak on that point. Your remarks will, 
I assure you, receive the careful attention of the appropriate 
committee of the Council. 

Mr E. H Davison, A.C.A.: Mr President, I endorse Mr 
Ravenhill’s remarks though I am afraid I cannot strengthen 
them. You mentioned the appropriate committee. As we 
are members of what we all like to think is the leading 
body of accountants, I think we should realize that leader- 
ship implies some movement and some direction. A very 
large number of meetings of one committee or another is 
mentioned in the report but there is no specific mention of 
a policy committee, which I consider an essential. I support 
what Mr Ravenhill said and suggest that that and other 
matters might be referred to a policy committee, which 
would be able to take a long view on matters of policy. 

The resolution for the adoption of the report and 
accounts was then put to the meeting and carried 
unanimously. 

The appointment of Mr W. G. Densem, F.c.a., to fill 
a vacancy on the Council was confirmed and the retiring 
members of the Council were unanimously re-elected, on 
the proposition of Mr W. Saxelby, F.c.a., seconded by 
Mr D. W. Pratt, F.c.a. 

A resolution was passed approving the donation of soo 
guineas to the St Paul’s Cathedral Campaign. 

Mr Geoffrey Bostock, F.c.a., and Mr L. W. Bingham, 
F.C.A., Were reappointed auditors on the proposition of 
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Mr E. C. Turner, T.D., F.C.A., seconded by Mr R. K. 
Fairbrother, F.C.A. 

Tuz PRESIDENT: That, ladies and gentlemen, concludes 
the business of the meeting but I should like to remind 
you that as usual there is after this meeting the meeting of 
the Benevolent Association, and I hope that you will all 
remain for the short time that meeting will take and support 
our old friend, Mr George Freeman. 

Mr J. H. Mann, M.B.E., F.C.A.: Ladies and gentlemen, I 
do not think this meeting should end without an expression 
of our appreciation to the President for the work he has 
done during the past year, not only on behalf of those 
here but also on that of the much larger audience outside, 
who I hope will read the address which he has given us. 
We are grateful to him for that address (which I found 
most informative, interesting and even provocative), for 
the report which has been issued, for his journeys about 
the country and for his visit to North America. (Hear, hear.) 
I know what a lot of hard work he has put in and we are 
very grateful. I beg to move a very hearty vote of thanks 
to the President for his services. (Applause.) 

THe PRESIDENT: Thank you very much, Mr Mann, for 
your kind remarks and you, ladies and gentlemen, for the 
way in which you received them. As I said in my address, 
I have enjoyed myself and if I have been able to do anything 
during my year of office to help the profession, that has 
been ample reward. Thank you very much indeed. 
(Applause.) 

The proceedings then terminated. 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, May 4th, 1955, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr D. V. House, President, in the chair; Mr W. S. 
Carrington, Vice-President; Messrs H. Garton Ash, 0.B.E., 
M.C, W Barrows, Sir Harold Barton, Mr T. A. 
Hamilton Baynes, Sir Bernhard Binder, Messrs J. Blakey, 
C. W. Boyce, c.B.z., W. G. Campbell, P. F. Carpenter, 
D. À. Clarke, J. Clayton, S. W. Cornwell, E. C. Corton, 
W. G. Densem, A. S. H. Dicker, M.B.E., W. W. Fea, G. R. 
Freeman, Sir Harold Gillett, M.C., Mr P. F. Granger, Sir 
Harold Howitt, G.B.E., D.S.o., M.C., Messrs W. H. Lawson, 
C.B.E., R. B. Leech, M.B.E., T.D., R. McNeil, K. A. E. 
Moore, S. J. Pears, C. U. Peat, MG, P. M. Rees, M.C., 
P. V. Roberts, L. W. Robson, Sir Thomas Robson, M.B.E., 
Messrs G. F. Saunders, Gilbert D. Shepherd, M.B.E., 
K. G. Shuttleworth, B. Smallpeice, C. M. Strachan, 
O.B.E., E. D. Taylor, G. L. C. Touche, E. Gordon Turner, 
M.C, À. D. Walker, Sir N. E. Waterhouse, K.B.E., Messrs 
M. Wheatley Jones, E. F. G. Whinney, R. P. Winter, with 
the Secretary and Assistant Secretaries. 


Vice-President 


The Council welcomed the Vice-President, Mr 
Carrington, on his return from Australia and New 


Zealand. 
Readmissions 


Two applications for readmission to membership 
were acceded to. 


Exemption from the Preliminary Examination 


Two applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Reduction in Period of Service under Articles 


Two applications under bye-law 61 for a reduction 
in the period of service under articles were acceded to. 


Autumn Meeting: Mr Derek du Pré 


The Council noted with pleasure that Mr Derek du 
Pré had kindly consented to act as Honorary Public 
Relations Officer in connection with the twenty- 
second autumn meeting of the Institute to be held at 
Southport from October 6th to 8th, r955. 


Annual Meeting of Representatives of 

District Societies and of the Council 
The Council decided that the annual meeting in 1955 
of representatives of district societies and of the 
Council should be held on Tuesday, November 8th, 
1955. 

Institute Auditors 

The Council decided that the casual vacancy in the 
office of auditor caused by the death of Mr John 
Myers, F.c.A., be filled by the appointment of Mr 
Leonard Walter Bingham, F.c.a. 


Exemption from the Intermediate Examination 


Thirteen applications under bye-law 85 (a) for exemp- 
tion from the Intermediate examination from persons 
who had produced evidence of having graduated by 
taking one of the degree courses approved by the 
Council under bye-law 62 were acceded to. 


Exemption from the Intermediate Examination 


Two applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to. 


Articled Clerks engaging in Other Business 
The Council acceded to one application under bye- 
law 57 from an articled clerk to engage during his 
service under articles in other business for the sole 
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purpose and to the limited extent specified in the 
application. I 


Articled Clerks in Industrial Organizations 
Three applications under bye-law 58 (c) from articled 
clerks to spend periods not exceeding six months in 
industrial organizations during service under articles 
were acceded to. 


Examination Fees 


The Council decided that, commencing with the 
November 1955 examinations, the entrance fees will 


be as follows: S 
. £ s d 
Preliminary examination ; 4 4 O 
Intermediate examination Ve 5 5 O 
Final examination .. bs Se 6 6 o 


Reports on Accounts of Sole Traders 
and Partnerships 


The Council authorized the printing and distribution 
to all members of the Institute of a pamphlet under 
the title Reports on Accounts of Sole Traders and 
Partnerships. The pamphlet will be distributed during 
the week ending May aust, 1955. 


Overseas Relations 


The Council received a report from the Vice-Presi- 
dent, Mr W. S. Carrington, on his visit to Australia 
and New Zealand during which he had represented 
the Institute at a five-yearly convention of the New 
Zealand Society of Accountants at Dunedin in March. 
In February he had given two addresses to South 
Australian members of the Institute of Chartered 
Accountants in Australia, one on the present position 
and activities of the Institute of Chartered Account- 
ants in England and Wales, and the other on the work 
of the practising accountant in the United Kingdom. 
Mr Carrington had also given an address on the first- 
mentioned subject and one on the position of overseas 
branches and subsidiaries in relation to United King- 
dom taxation, to New South Wales members of the 
Australian Institute. 

The Secretary reported a cable from the Institute 
of Chartered Accountants in Australia congratulating 
the Institute on the forthcoming seventy-fifth anni- 
versary. 


Certificates of Practice etc. 


It was resolved: 

(r) That certificates of practice be issued to the 
following thirty-eight associates who have `com- 
menced to practise: 


Archer, Albert William; 1953, A.C.A.; g Kings Road, 
Sunninghill, Ascot, Berkshire. 

Bearman, Jack Arnold; 1955, A.C.A.; (J. A. Bearman & 
Co), 27 Brockley Avenue, Stanmore, Middlesex. 

Beveridge, Andrew Alexander; 1954, A.C.A; (Ridley & 
Ridley), 6 Jesmond Road, Newcastle upon Tyne, 2. 

Brown, Cecil Guillan; 1952, A.C.A.; (Harmood Banner, 
Lewis & Mounsey), Dashwood House, 69 Old Broad 
Street, London, EC2, and at Chester, Liverpool and 
Manchester. S 

Brown, Denis Cyril Houghton; 1952, A CA: (Harmood 
Banner, Lewis & Mounsey), 24 North John Street, 
Liverpool, 2, and at Chester, London and Manchester. 

Coates, Fred; 1951, A.C.A.; (Kneeshaw, Moffatt & Co), 
6 Grimshaw Street, Burnley, and at Blackpool. 

Cole, Kenneth Brian; 1951, A.C.A.; (Cole, Dickin & Hills), 
16A Southgate, Sleaford, Lincolnshire, and at Bourne. 
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Collinson, Keith Baxter; 1948, A.C.A.; (A. J. Kirman & 
Co), 9 New Street, Grimsby. 

Coltman, Wilfrid Harrison; 1953, A CA: (J. M, Herring 
& Co), 26 Silver Street, Durham. 

Cutter, Brian William; 1955, A.C.A.; (Willoughby, Binns 
& Co), Copthall House, Copthall Avenue, London; EC2. 

Davies, John Hart; 1951, A CA: GC F. Middleton & Co), 
73 Basinghall Street, London, EC2. S 

Delderfield, George Herbert William; 1951, A CA: 
(Andw. W. Barr & Co), Abbott’s Chambers, 202 Bishops- 
gate, London, EC2. 

Druce, Stanley; 1955, A.C.A.; (Druce & Co), 31 Cotswold 
Gardens, London, NW2. 

Franklin, Howard William; 1954, A.C.A.; 89 Briardale 
Road, Liverpool, 18. 

Garwood, Robert Oliver; 1952, A.C.A.; (Cox, Buttler & 
Co), Queen’s College Chambers, Paradise Street, 
Birmingham, Ir. 

Halpern, Barry; 1955, A.C.A.; 11 Esmond Road, Cheetham, 
Manchester, 

Haslam, Edgar Alfred; 1933, A.C.A.; (Norman Hunt, 
Howse & Co), 15 Cromwell Road, South Kensington, 
London, SW7. 

Howard, Sydney; 1954, A.C.A; (Tatton & Fletcher), 
Central Buildings, 54 St Petersgate, Stockport. 

Huff, Geoffrey Felix; 1953, A.C.A.; (Barnes, Dunn & 
Boughton), and (Sewell, Hutchinson & Co), Balfour 
House, 119-125 Finsbury Pavement, London, EC2. 

Jaffe, Isaac Philip; 1954, A.C.A.; 42 Crumpsall Lane, 
Manchester, 8. 

Knight, Stanley William; 1952, A.C.A.; (Leslie D. Clarke 

Co), 201 Hoe Street, Walthamstow, London, E17, 
and at Great Dunmow and Ongar. 

Lister, Frank; 1951, A.C.A.; (Taylor, Patchett & Co), 
150 High Street, Scunthorpe, and at Brigg. 

Livock, (Miss) Dora Mary; 1926, A.C.A.; North Street, 
Middle Barton, Oxford. 

Lloyd, Dennis Sidney; 1939, A.C.A.; (*Clarkson, Hyde & 
Co), 54 Old Broad Street, London, EC2, and at Romford. 

Meacock, Donald Henry Harold; 1950, A.C.A.; (Baker, 
Sutton & Co), Eldon Street House, Eldon Street, 
London, EC2. 

Mitchinson, John; 1954, A.C.A.; (R. Gibbons & Co), 
30 Senhouse Street, Maryport, Cumberland. 

Mound, Bernard William; 1955, A.C.A.; 37 Marechal Niel 
Avenue, Sidcup, Kent. 

Pratt, George Henry; 1952, A.C.A.; (R. Gibbons & Co), 
30 Senhouse Street, Maryport, Cumberland. 

Richards, David Gordon; 1951, A.C.A.; (Harmood Banner, 
Lewis & Mounsey), Dashwood House, 69 Old Broad 
Street, London, EC2, and at Chester, Liverpool and 
Manchester, 

Rollason, Frederick George; 1950, A CA: (*Allan, Charles- 
worth & Co), 17 St Helen’s Place, Bishopsgate, London, 
EC3, and at Cambridge, Liverpool and Rangoon. 

Scowcroft, Wilfrid Palmer; 1927, A.C.A; (Harmood 
Banner, Lewis & Mounsey), 24 North John Street, 
Liverpool, 2, and at Chester, London and Manchester. 

Sherratt, William John Norman; 1942, A.C.A.; (Harmood 
Banner, Lewis & Mounsey), Godstall Chambers, Godstall 
Lane, Eastgate Row, Chester. 

Snowden, William Arthur; 1951, A.C.A.; (E. Kenneth 
Locking & Co), Corporation Chambers, Trinity House 
Lane, Hull. 

Sunderland, John Victor; 1951, A.C.A.; (John A. Walmsley 
& Co), 40 St Petersgate, Stockport, and at Hyde. 

Tomlinson, David Alan; 1930, A.C.A.; (Eyre & Shipton), 
10A Silver Street, Dursley, Gloucestershire. 

Whittaker, Raymond Wemyss; 1950, A.C.A.; GC F. 
Middleton & Co), 73 Basinghall Street, London, ECz. 
Williams, Hugh; 1954, A.C.A.; (T. Llywelyn Hughes & 
Co), s Denbigh Street, Llanrwst, Denbighshire, and at 

Ffestiniog, 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of Members of the Institute. 
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Zimmerman, Carl Reginald; 1949, A.C.A; 14 Bulstrode 

Gardens, Hounslow, Middlesex. 

(2) That twenty-one associates be elected to fellow- 
ship under clause 6 of the supplemental Charter (bye- 
law 31). 

(3) ‘That three applicants be admitted as associates 
under clause s of the supplemental Charter (bye- 
law 31). 

A list of those who complete their fellowship or 
membership before May 17th will appear in The 
Accountant of May 21st. 


Registration of Articles 


The Secretary reported that 53 articles of clerkship 
were registered during the month of April 1955, as 
compared with 69 in April 1954, making a total of 
409 since January Ist, 1955, as compared with 451 
for the same period in 1954. 
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Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 
Mr Alfred Birch, a.c.a., Manchester. 

„» Eric Jenkinson Boston, a.c.a., Falkirk. 

», Alexander John Bulford, A.C.A., London. 

» Arthur Percy Candler, A.C.A., London. 

„ Donald Dudley Craig, A.C.A., Sheffield. 

» Alfred John Downs, T.D., F.c.A., Hull. 

» Walter George Eden, A.C.A., Pretoria. 

, Edmund Hugh Farrer, C.M.G., A.C.A., Kimberley, 

South Africa. 

» John Hacking Jepson, F.c.a., Darwen. 

» John Burton Mead, F.c.a., London. 

» john Myers, F.c.a., London. 

» Edgar Wilfrid Shaw, F.c.a., Bridlington. 

a Arthur Lyon Smith, A.C.A., London. 

» Fleckney Harry Reeve Turney, A.C.A., Maidenhead. 

» George Malcolm Watson West, F.C.A., Liverpool. 


CHARTERED ACCOUNTANTS’ 


BENEVOLENT 


ASSOCIATION 


The sixty-ninth annual general meeting of the Chartered Accountants’ Benevolent 
Association was held at the conclusion of the annual meeting of the Institute. 
Mr George R. Freeman, F.C.A., the President, was in the chair. 


Mr G. H. 8. Loveday, a.c.a., an honorary assistant 
secretary, read the notice convening the meeting. 


THE PRESIDENT: Ladies and gentlemen, it is my duty 
now to propose the adoption of the report and accounts 
for the year ended February 28th, rose, I think you will 
agree that for oncein a way the report is rather extraordinary 
because we have a considerable surplus for the year. There 
are various reasons for that, and the first paragraph of the 
report is illuminating as it shows that there is a net increase 
of 221 members of the Association as against an increase in 
the number of the members of the Institute of soo, ‘That 
is a much bigger percentage than we usually have and I 
am very glad indeed to see it. It means, I hope, that many 
more members of the Institute are taking an interest in the 
Association and recognizing its needs. 


Expenditure on relief is less by £709. Our administrative 
staff have been very active and done good work in getting 
beneficiaries to apply for assistance from the National 
Assistance Board. As a rule they get much the same sum in 
assistance as we have been giving them in the past, and we 
often find that we are able to give them a small supplement 
irom our own funds, so that they are better off and we are 
better off because what we used to give has come from 
national assistance. That national assistance is in addition to 
the non-coptributory old-age pension. That has been a big 
relief to the expenditure of the Association, and I believe 
Déeg in a full year it will be more than the £709 set out 

ere, 


Then we have an increase of £637 in subscriptions. You 
will see from paragraph 9 that I sent out a special appeal 
to a number of senior partners of many firms and the 
response to that appeal was most gratifying. I am very much 
obliged to all those gentlemen who have kindly followed 
up the terms of my appeal and have got their partners to 
become subscribers to the Association. 

The third chief item in the accounts is the interest and 
dividends on investments. Those investments have a 
capital value of £156,000 at middle market prices against 
a cost of £112,000, and the interest on them at middle 
market prices is about 4 per cent and on the cost price as 
much as 54 per cent. I am sure you will all agree that this 
shows great acumen on the part of the Investment Sub- 
Committee, who are doing a very fine job of work and have 


poe most successful in their investment of the Association’s 
unds. 

We have had, during the year, some substantial legacies 
and a number of handsome donations. These, of course, 
increase the capital funds and I have often said that in case 
of necessity I should have no hesitation in advising the 
Executive Committee and the Board of Governors to use 
some of those funds for any purpose although it would be 
against our regulations, because I am sure that the 
Association in general meeting would support any action 
of that sort which is necessary. 

The Crossways Trust is still doing good work. Mr 
Loveday is our representative on it and he takes great 
interest in its operations and is one of the members of the 
Board of Governors. They have opened another home 
for able-bodied people as well as the infirm at Grosvenor 
House, Brighton, and that is being successfully run. 

In paragraph 13 of our report we say that we apprectate 
the help received from the district societies in interviewing 
applicants for assistance and we are contemplating asking 
them to take on a little more work, and I am sure they will. 
We are asking them to interview applicants and to look 
into their needs. We also thank The Accountant for the 
continued publicity which they give us and we hope that 
they will continue to publish the quarterly reports of our 
meetings. You will have noticed that we have lost the 
services and friendship of our old friend, Mr John Mvers, 
who was one of our hon. auditors. We are proposing to 
follow the Institute’s example and ask you to appoint his 
partner, Mr Bingham. Then I should like to say how much 
we appreciate the services we have received from Mr 
MacIver, Mr Loveday, Mr Harvey and other officials of 
the Institute, who do an enormous amount of work for us 
and give up many hours of their spare time. 

We give you in the report a list of the beneficiaries and 
the reasons why we feel that they need assistance. You will 
find them very interesting and in some cases very depressing, 
and I know that those who read this list will feel that the 
Association is really needed and doing good work. 
(Applause.) I move the adoption of the report and accounts 
for the year ended February 28th, 1955. 

Sir Harold M. Barton, F.c.a. (a Vice~President), seconded 
the resolution and it was carried unanimously, 

Mr D. G. Richards, A.C.A., proposed the election of Mr 
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Geoffrey Bostock, F.c.a., and Mr L. W. Bingham, F.c.A., propose a vote of thanks to the President, for the interest 
as Hon. Auditors for the ensuing year and expressed the ° he has taken in our activities during the past year. (Applause.) 


thanks of the members to Mr Bostock for his services during 
the past year and their appreciation of those of the late 
Mr John Myers, F.c.a., over a number of years. 

Mr P. Foster, A.C.A., seconded the resolution and it was 
carried unanimously. 

Mr W. V. Meacock, F.c.a.: Gentlemen, I should like to 


Tue Presipent: Thank you very much, gentlemen. I 
hope I have not detained you too long. I should like to 
express my thanks to the Executive Committee for all the 
work they put in and which I trust they will continue to 
give to our activities. Thank you all very much. (Applause.) 

The proceedings then terminated. e 


IN PARLIAMENT 


Income Tax: Budget Proposals 


Mr Jay asked the Chancellor of the Exchequer what 
he estimates will be the change in the number of 
persons paying income tax in 1955-56, compared 
with 1954-55, allowing both for increasing wages and 
salaries, and for the tax remissions in this year’s 
Budget. 


Mr R. A. BurrER: About 16} million people- 
counting husband and wife as one- paid tax in 
1954-55. Recent wage increases and increased 
employment would have brought this figure up to 
about 174 million, or about 194 million, counting 
married women separately in 1955-56. The Budget 
proposals will take nearly 24 million individual tax- 
payers out of taxation, or about 2 million people, 
counting husband and wife as one. The number left 
paying tax in 1955-56 will, therefore, be about 154 
million, counting husband and wife as one, or about 
17 million, counting married women separately. 


Mr Jay: Does this mean that the figure of nearly 
2% million given by the Chancellor of the Exchequer 
in his Budget speech for those exempted from income 
tax is not really firm but is a hypothetical figure for 
those who would be exempted if there were no further 
increases in wages and salaries during the coming 
year? 


Mr Burer: First, it proves that the answer which 
I gave the right hon. gentleman was correct. Secondly, 
it proves that the figure which I gave in my Budget 
speech was correct. I have set this out at some length 
owing to the difficulty in the figures about counting 
married women separately or not. That is why I gave 
as full an answer as I could to the right hon. gentleman. 


Hansard, May 3rd, 1955. Oral Answers, Col. 1509. 


Income Tax: Budget Proposals 


Mr J. E. B. Hitt asked the Chancellor of the 
Exchequer how many individuals have been entirely 
relieved of income tax and P.A.Y.E. as a result of 
increased allowances abatements under each Budget 
since 1946. 


Mr H. Brooxe: The following table shows the 
numbers, as estimated at the dates of the successive 
Budgets, who were expected to be entirely relieved 
from tax as a result of increases in personal allowances 
and reliefs. These estimates were necessarily based 
on the levels of income then ruling. Subsequent 
increases in their incomes have no doubt brought 


back into the field of taxation numbers of those who 
had been entirely relieved from tax by earlier Budgets. 


Number of taxpayers 
expected to be 


Year of entirely relieved 
Budget (Millions) 
1946... 2:25 

1947 0:75 

1948 0'50 

I95I ogo 
1952... 2°00 
1955... E ge eg T 2°40 
Changes in taxation if years other than those 


given in the table affected the amount payable, but 
not the numbers liable to tax. 
Hansard, May sth, 1955. Written Answers. Col. 169. 


Mr G. M. Txomson asked the Chancellor of the 
Exchequer the total average sums per head of relief 
granted in the Budgets during the years 1952 to 
1955 to taxpayers whose incomes exceed {5,000 a 
year, to taxpayers with incomes between £2,000 and 
£5,000, to taxpayers whose incomes are between 
£2so and £500 and to taxpayers whose incomes are 
below £250. 

Mr Henry Brooxe: £465, £165, £14 Iros and 
£5 ros respectively, many of those in the last two 
classes being relieved of the whole of the tax they 
were previously paying. 

Mr Txomson: Will the Financial Secretary not 
agree that these figures have a complexion very 
different from that of the percentage presentation he 
made during the debates on the Finance Bill? Do not 
these figures give a much more realistic picture of 
the kind of tax reliefs the present Government have 
been giving? 

Mr Brooke: They do, of course, give an entirely 
unrealistic picture except in conjunction* with the 
amounts of tax which are still being paid. The 
wealthiest of these classes is still paying an average of 
£5,388 in tax, the second £978, the third £14 10s, 
and the fourth only £1 7s 6d. 

Hansard, May sth, 1955. Oral Answers. Col. 1883. 


Bankruptcies 
Mr Sparks asked the President of the Board of Trade 
the number of bankruptcies in 1951 and each 
subsequent year to the nearest convenient date. 
Mr PETER THORNEYCROFT: 1,816, 2,043, 2,222 and 
2,176. 
Hansard, May sth, 1955. Oral Answers. Col. 188x. 
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NOTES AND NOTICES 


Special Supplement to The Accountant 


A special sixty-page Business Efficiency Supplement 
will be included free with each copy of The Accountant 
for May 238th. 

Printed in two colours, the supplement will be a 
feature of especial interest and value in view of the 
1955 national Business Efficiency Exhibition to be 
held in Olympia, London, from June 6th to 16th. 

The supplement will contain many articles describ- 
ing and illustrating accounting machines and other 
aids to efficiency in the office. Some of the equipment 
described is new; some may be familiar to readers, 
though it may be found that machines which readers 
thought they knew well, have yet greater possibilities 
and versatility. 

A number of the articles will be actual case studies 
of specific installations, and in all of them the points 
which are of special interest to the accountant will 
have particular attention. ° 

A leading article will outline the evolution of 
mechanized accounting from the earliest times, and 
the supplement will also contain a special message 
from the President of The Office Appliance and 
Business ‘Trades Association, and a ‘key’ to the 
stands at the Exhibition. 
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Personal 


Messrs LEACH, JOHNSON, Travis & Co, Chartered 
Accountants, of 32 Kennedy Street, Manchester, 2, 
announce that as from April 6th, 1955, they have 
taken into partnership Mr Joun R. N. TRAVIS, A.C.A., 
son of their senior partner.. Mr Travis is spending 
the first twelve months at the firm’s Lagos branch. 

Messrs KEELING & Co, Incorporated Accountants, 
of Crown Chambers, 118 Chancery Lane, London, 
WCz, announce that they have admitted into 
partnership, as from May ist, 1955, Mr A. J. Knox, 
A.S.A.A., who has been a member of their staff for 
a number of years. The style of the firm remains 
unchanged. 


Professional Notes 


Mr N. J. C. Barton, A.C.A., has been appointed. 
secretary of John Dickinson & Co Ltd. 

Mr E. Ewart Pearce, M.B.E., J.P., F.S.A.A., has been 
elected an Alderman of the City of Cardiff. Mr 
Pearce is a Past-President of the Incorporated 
Accountants’ South Wales and Monmouthshire 
District Society, and has been a member of the 
Cardiff City Council since July 1941. 


East Anglian Society of Chartered Accountants 
RECEPTION IN NORWICH CASTLE 


The East Anglian Society of Chartered Accountants 
celebrated the seventy-fifth anniversary of the 
granting of the Royal Charter to the Institute and the 
twenty-first anniversary of their Society’s foundation 
with a reception in Norwich Castle on May 6th. 


Mr A. S. H. Dicker, M.B.E., F.c.A., President of the 
Society, and Mrs Dicker, together with the Lord 
Mayor of Norwich and the Lady Mayoress, who were 
accompanied by the Corporation’s mace-bearers and 
sword-bearer, received the 288 members and guests 
who attended. | 


Among those present were: Mr O. M. Tusting (Sheriff of 
the City of Norwich) and Mrs Tusting; the Rr. Rev. P. M. 
Herbert (Bishop of Norwich) and the Hon. Mrs Herbert; 
Mr C. G. Roper (Mayor of Ipswich) and Mrs Roper; Mr 
J. M. Lang (Mayor of Lawestoft) and Mrs Lang; Mrs Ruth 
Hardy (Deputy Lord Mayor of Norwich} and Mr Hardy; 
Alderman F, C. Jex and Mrs Jex; Councillor W. O. 
Copeman and Mrs Copeman; Mr B. Storey (Town Clerk) 
and Mrs Storey; Col. B. M. Edwards (Chairman, Norfolk 
County Council) and Mrs Edwards; Mr F. R. D. Walter 
(President, the Norfolk and Norwich Law Society) and Mrs 
Walter; Mr F. G. F. Platten, M.C., F.8.4.A. (President, the 
Incorporated Accountants’ District Society of East Anglia) 
and Mrs Platten; Mr R. O. Bond (President, the Norfolk and 
Norwich Association of Architects); Mr F. R. Bowden 
(President, the Insurance Institute of Norwich) and Mirs 
Bowden; and Mr J. W. Drury, F.c.w.a. (President, the Norfolk 
and Suffolk Branch, The Institute of Cost and Works 
Accountants) and Mrs Drury. 


A buffet supper was held in the impressive setting 
of the Inner Keep, which was beautifully decorated 
with flowers and shrubs, and music was played in 
the Musicians’ Gallery by the Norwich Light 
Orchestra. The occasion was most successful, the 
fine surroundings of Norwich Castle creating a 
perfect atmosphere for a memorable event. The 
Castle’s picture galleries contain many outstanding 


works of art and the whole of the galleries were open 


for members and guests to view. 

The committee responsible for the arrangements 
consisted of Mr A. S. H. Dicker, M.B.E., F.c.A., the 
Society’s President, Mr H. Lemmon, F.c.a., of 
King’s Lynn, the Immediate Past-President of the 
Society, Mr W. O. Copeman, C.B.E., J.P., A.C.A., a 
Past-President of the Society, a Past Lord Mayor of 
the City of Norwich and the present leader of the 
Liberal Party on the Norwich City Council, together 
with Mr H. Robinson, F.c.a., as Secretary. 


Rating Return for 1954-55 


An analysis of rates and rateable values published 
last Tuesday by the Ministry of Housing and Local 
Government! shows that the average rate levied in 
England and Wales for 1954-55 was 22s 8d compared 
with 22s 2d for 1953-54. There were rate increases 


compared with 1953-54 in 959 rating areas, decreases - 


in 173, and there was no change in 335. 

Detailed figures of rates for each local authority 
area show that the most highly rated urban authority 
during the year under review was Gelligaer U.D.C., 
in Glamorganshire, with a rate of 35s 3d in the £. 

Bournemouth and Eastbourne, each with a rate of 


1 Rates and Rateable Values in England and Wales, 1954-55. 
H.M. Stationery Office. Price 3s. 
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15s, were again the lowest rated boroughs in England 
and Wales. The lowest rated urban district was 
Caerleon, in Monmouthshire, with a rate of 17s 10d. 


Nottingham Society of Chartered 
š Accountants 


'The annual meeting of the Nottingham Society of 
Chartered Accountants was held on April 2oth when 
the report of the Committee for 1954 was received 
and adopted and the new officers were elected for the 
ensuing year. 

Membership of the Society now totals 242 com- 
pared with 231 in 1953. The Committee records 
with regret the deaths during the year of Mr J. N. 
Derbyshire, F.c.a., and Mr H. J. Winkley, F.c.a. 
Mr Derbyshire served as a member of the Committee 
for many years and was President of the Society in 
1917-18. 

The luncheon meetings continued to be well 
supported in 1954, three meetings being held at 
The Victoria Station Hotel, while some 125 members 
and guests attended the annual dinner and dance 
held on November 24th, when the guests included 
Mr D. V. House, F.c.a., President of the Institute, 
and Mrs House. At sport, members of the Society 
entertained the Nottinghamshire Law Society at a 
golf match played over the course of the Nottingham- 
shire Golf Club on September 3oth. 

The officers of thie Society for 1955-56 have been 
elected as follows: 


President: Mr L, W. Underwood, F.C.A. 

Vice-President: Mr C. L. Oo Callaghan, A.C.A, 

Hon. Secretary and Treasurer: Mr H. J. Clarke, F.c.A., 
Russell Chambers, King Street, Nottingham. 


DERBY BRANCH 

The membership of the Derby Branch of the Society 
numbered 64 at the year-end. Several lecture 
meetings were held in 1954 and a luncheon meeting 
was also arranged when a gold and enamel medallion 
for use as a mayor’s badge on informal occasions was 
presented to the chairman of the Branch, Councillor 
Alec Ling, J.P., F.c.a., the Mayor of Derby. 


Chartered Accountants’ Golfing Society 
The annual match for the Wood Challenge Cup 
between the Chartered Accountants’ Golfing Society 
and the Association of Scottish Chartered Accountants 
in London Golf Club, was played at Walton Heath 
Golf Club on April agth. The match was played by 
foursome over 36 holes against bogey, and the 
Scottish Chartered Accountants retained the cup. 

The best six returns which counted for the match 


were as follows: 
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Scottish Society 

Messrs J. Harrison and D. A. Mackeith ` Ka 
» R.A. Forsyth and D. A. W. Black.. 
» R.K. Graham and H. C. Maclellan 
» J. G. Brown and J. Thomson E 
»» S, Stevenson and K. R. H. Murray .. 


» J.B. Morrison and R. Darby Nee ma 
English Society 
Messrs W. B. Henderson and D. E. Webb . 3 down 
» J.B. Pittman and L. R. Eleombe .. A a» 
» N. W. Collett and A. Holt .. ace 9 4G 
» R.D. Henderson and H. W. Pitt .. 12 o 
» A.B. L. Murison and G. L. Wiener > 4; 
» J F. Ray and J. R. Darby .. 2 ry j 
53 
Prizes for the best scores were won by: 
Morning Round 
First: Messrs J. B. Pittman and L. R. 
Elcombe r down 


Second: Messrs W. B. Henderson and D. E. 
Webb 3 x, 
(Tie decided on last 9 holes.) 


Afternoon Round 
First: Messrs W. B. Henderson and D. E. 
Webb 


Second: Messrs J. Harrison and `D. À. 
Mackeith ; 


all square 


r down 


MATCH VERSUS BAR GOLFING SOCIETY 


Last year’s result was reversed at this match played. 
at Woking on April 23rd, the Bar Golfing Society 
winning by five matches to three. Foursomes were 


` played all day, and the results were as follows: 


Bar G.S. CA CG. 
P. D. Cotes-Preedy š S. G. Sillem , Š 
J. L. Elson Rees J. B. P Williamson 
N. G. L. Richards, Q.C. \ A T. W. Auker X A 
Mr Justice Willmer D. W. Gibson 
Guy Willett ` r JB Pittman ) ë 
W. J. Glover L. R. Elcombe 
E. Milner-Holland, oc 4 J. B. Green } A 
Glenn Craske C. R. Jeffreys 
I 
P. D. Cotes-Preedy _ S. G. Sillem y ° 
J. L. Elson Rees ' J.B. P. Williamson 
N. G. L. Richards, q.c. Š T. W. Auker ° h 7 
Mr Justice Willmer D. W. Gibson 
Guy Willett S J. B. Pittman ) " 
W. J. Glover L. R. Eleombe 
E. Milner-Holland, q.c. f: r J: B. Green } 5 
Glenn Craske C. R. Jeffreys 
2 2 
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The Institute of Cost and Works Accountants 
HAMPSHIRE BRANCH 


The second annual dinner and dance of the Hamp- 
shire Branch of The Institute of Cost and Works 
Accountants was held at The Highchff Hotel, Bourne- 
mouth, on April rsth. Dr J. M. S. Risk, B.COM., C.A., 
F.C.W.A., the Branch President, was in the chair. 

The toast to the Institute was proposed by Mr A. 
Thatcher, F.S.A.A., F.I.M.T.A., and in his reply, the 
President of the Institute, Mr W. E. Harrison, 
F.C.W.A., spoke of the service rendered by the cost 
accountant to management in providing it with 
information on which to make decisions on matters 
of policy. He felt that cost accountants would play 
a vital part in the effort to double our standard of 
living in the next twenty-five years. 


Accountants’ Christian Fellowship 


Prayer meetings have been arranged for the remainder 
of 1955, to be held in St Mary Woolnoth, Lombard 
Street, London, ECz2, as follows: 
June 7th, 6 p.m. October 4th, 6 p.m. 
July 4th, 12.15 p.m. November 7th, 6 p.m. 
August 2nd, 6 p.m. December 6th, 6 p.m.. 
September 5th, 6 p.m. 


Guide to National Insurance 


A new thirty-two-page booklet, entitled Everybody’s 
Guide’ to National Insurance, published by Her 
Majesty’s Stationery Office, is now on sale, price 6d 


(by post, 74d). 
General Agreement on Tariffs and Trade 


The review of the General Agreement on Tariffs and 
Trade, including a statement of policy and the 
revised text of the agreement and related documents 
has been published as a blue book by H.M. 
Stationery Office, Cmd. 9413, price 3s 6d. 


Conference on Office Mechanization 


The ninth national conference to be arranged by the 
Office Management Association will be held at The 
Grand Hotel, Brighton, from May 19th to 22nd. 

The theme of this year’s conference will be ‘Office 
mechanization’, and delegates will examine what 
limit, if any, needs to be placed on the mechanization 
-of office procedures and whether the process of 
mechanizing this work has gone further than can be 
justified by comparison with simple manual methods. 
The scope for electronic computers in the office, will 
also be considered and representatives of eleven 
manufacturers of this equipment will be present to 
give delegates an insight into the possible application 
of these machines to office problems. 
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Economic and Commercial Conditions 
in Ceylon 
Opportunities for United Kingdom exporters to 
supply manufactures and equipment to Ceylon for 
her secondary industries are outlined in a survey of 
economic and commercial conditions in Ceylon 
recently published by H.M. Stationery Office. The 


survey is priced 4s (by post 4s 3d). 


SEVENTY-FIVE YEARS. AGO 


From Whe Accountant or May 15TH, 1880 
Extract from leading article entitled 


° ACCOUNTANTS’ SOCIETIES ON BANKRUPTCY 
AMENDMENT (V.) 


Fixed Scales of Remuneration 


Our last article on the above subject dealt with the 
criticisms of the accountants’ societies on the scale of 
remuneration proposed in the Bankruptcy Amend- 
ment Bill of the late Government. Appreciating, 
however, the force of the saying that those who 
criticise should also be able to perform, the authors of 
these documents have fitly supplemented their com- 
ments on these proposals by certain suggestions on the 
difficult subject of remuneration. As the Council of 
the Manchester Institute have simply expressed their 
entire concurrence in the views put forward by their 
Liverpool brethren on this head, our task is here 
limited to that of noting what the Institute of Ac- 
countants, and the Liverpool Accountants’ Associa- 
tion, have to say on the subject. The Institute of 
Accountants preface their observations with the 
remark that the scale under consideration is prac- 
tically identical with that by which the official 
assignees’ charges were regulated in 1849. But 
obviously the state of affairs has greatly altered since 
then. “Under that Act,” say the Institute, “a portion 
of the work now performed by the trustee was 
performed by the messenger, who also received a 
considerable remuneration, whereas, according to the 
scale, it is not proposed that the trustee shall receive 
any payment whatever for this portion of his work.” 
Other considerations operate to make the comparison 
a disadvantageous one for the modern trustee. 
Office rents in the City have risen three or four 
hundred per cent., and clerks’ salaries and other 
expenses have increased to the same extent, so that 
“the net remuneration which would be obtained 
under the schedule to the present Bill would be 
very much less than that received by the official 
assignee for performing less work.” Nor are these by 
any means all the objections to the scale... . 





MOTOR —- FI R E — CONSEQUENTIAL LOSS 


& GENERAL 


83 PALL MALL, LONDON, SWi 


CAR 





INSURANCE TD 
CORPORATION Ü 





C 


MAY 2IST, 1955 


CONTENTS 


Leading Articles Page 
Finance Act, 1955-1 565 


‘Another Anniversary: 
Nederlands Instituut van 
Accountants 567 


Special Articles 
Some Equitable Apportion- 
ments for Executors and 
Trustees 
y by Cyril A. Williams, 
ACLS. 568 
A Diamond Jubilee: Pro- 
gress of the Profession in the 
Netherlands 
by A. L. de Bruyne, Director, 
Nederlands Instituut van Ac- 
countants 573 


Weekly Notes ` 
The President and Vice- 
President of the Society Re- 
elected — Income Tax and 
Non-resident Settlor — 
Building Societies in 1954 576 


t 
“Finance and Commerce 577 


Correspondence 579 
Taxation Cases 580 
For Students 584 


The Institute of Chartered 

Accountants in Ireland 
Sixty-seventh Annual Meet- 
ing 586 
Quarterly Meeting of the 

Council 588 


Liverpool Society of Char- 
tered Accountants 
Fighty-fifth Annual General 
Meeting 589 


N Notes and Notices 
Special Supplement to The 
Accountant — The Institute 
of Chartered Accountants in 
England and Wales: Associ- 
ates elected to Fellowship 
£ and applicants admitted to 
membership — London arid 
ý District Society of Char- 
tered Accountants—Research 
Lecture at Incorporated 
Accountants’ Hall -Personal 
-Professional Notes 
— The Bristol and West of 
England Society of -Char- 
tered Accountants — Hos- -> 
pital Accounts ~ Chartered 
t Accountants’ Centenary — 
Women Chartered Account- 
ants’ Dining Society — Presi- 
dent of American Institute 
. for 1955-56 Nominated — 
Seventy-five Years Ago 590 





ESTABLISHED 1874 


VOL. CXXXII. NO. 4196 


FINANCE ACT, 1955 —1 


HE Finance Act, 1955, received the Royal Assent on May 

6th, less than three weeks after Budget Day. It is the 

shortest Finance Act which has been passed for many 
years, containing only three sections and one short schedule. In 
a speech last week, the CHANCELLOR OF THE EXCHEQUER said that 
his next Budget would be long and complicated but he could not 
say when it would be. There is, therefore, a possibility of an 
autumn Budget this year, possibly implementing some of the 
recommendations of the Royal Commission on the Taxation of 
Profits and Income and those of the Committee on the Taxation 
Treatment of Provisions for Retirement. 

Section r (1) of the Finance Act, 1955, imposes income tax 
for 1955-56 at the standard rate of 8s.6d in the £. Bearing in 
mind that this represents a reduction of last year’s rate, that the 
war has now been over for some ten years, and that the country 
is in a prosperous economic state, with productivity at its highest 
ever, itis a salutary thought that 8s 6d is precisely the same standard 
rate as was considered adequate in 1940-41, in the darkest days 
of the war. It is true that personal reliefs are higher than then, 
but the iricrease is easily accounted for by the steep rise in the 
cost of living since then. 

Section 1 (1) also fixes the surtax rates for 1955-56. Surtax 
will not be payable until January 1st, 1957, so that the rates 
could well have been left until next year, as is usually done. 
However, it is certainly helpful to surtax payers to know what 
their liability is going to be. The rates fixed are the same as 
those which have been in force ever since 1951-52, that is to say, 
that they are’ still’ “higher than at any time during the war. The 
maximum surtax rate in 1940-41 was gs 6d, making a combined 
maximum rate of income and suftax of 18s in the £. Ever since 
then, until inclusive of 1952-53 the maximum was 19s 6d. 

When in 1946~47 the standard rate was reduced from tos to 
gs, the then maximum rate of surtax was increased from gs 6d 
to ros 6d to preserve the maximum combined rate of ros 6d. On 
the standard rate being increased to gs 6d in 1951—52, the maximum 
surtax rate had perforce to be reduced to ros to avoid a combined 
rate of 20s in the £. It is a tradition to keep standard and surtax 
rates as multiples of sixpence. However, when the standard rate 
was reduced back to gs in 1953~54, no corresponding adjustment 
was made for surtax, so that the wealthy were allowed to keep 
a shilling, instead of sixpence, of the top slice of their incomes. 
The new reduction in standard rate, again unaccompanied by an 
increase in surtax rates, allows them to keep one shilling and 
sixpence. Section 1 (2) fixes the rates of surtax for 19 54-5 5 in 
the.same amounts as for 1953—54- eas 2 
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The proviso to Section 1 (2) preserves the 
standard rate of gs for the purpose of P.A.Y.E. 
deductions made before July 6th, 1955. This is 
to give time for the printing and distribution of 
the new tax deduction tables consequent upon 
the changes. The proviso makes it clear that any 
wrong deductions made as a result of this 
deferment are to be made good afterwards. 
` Necessary corrections can be made by adjusting 
subsequent deductions, by repayment, ‘or, if 
need be, by an assessment’. It is difficult to see 
how deducting tax at gs instead of 8s 6d can give 
rise to the need for an assessment on the taxpayer 
concerned. In general, the new tables brought 
into use on and after July 6th will automatically 
correct over-deductions. Over two million tax- 
payers will receive a repayment and then retire 
from the P.A.Y.E. field, many others will 


receive repayments and then continue to pay - 


but at a reduced rate. 

All the changes in personal reliefs are dealt 
with by Section 2. Subsection (1) provides that 
the Income Tax Acts are to be amended as 
shown in the remaining provisions of Section 2 
and that the enactments set out in the schedule 
are repealed to the extent therein specified. 
Again, there is a proviso to the effect that P.A.Y.E. 
deductions made before July 6th are not to be 
affected by the changes, and that any necessary 
corrections are to be made thereafter. 

Section 2 (2) changes the small income relief 
which was introduced in 1952 in place of the 
former exemption. For 1954-55 a person whose 
total income did not exceed {250 was given a 
relief of two-ninths of his total income, whether 
earned or not. If his total income exceeded 
£250 but not £350 his total liability was restricted, 
by ‘marginal relief’, to the sum of 

(a) tax which would be payable if his income 

were exactly £250; plus f 
(b) two-fifths of the amount by which his 
income exceeded £250. 
For 1955-56 the limit of income for full relief 
is £300, and for marginal relief {400. The 
fraction of the excess over £300 is nine-twentieths 
instead of two-fifths. These alterations are 
bound up with the other changes in rates and 
allowances. 

Section 2 (3) raises the single and married 
personal allowance from £120 and £210 to 
£140 and. £240 :respectively, these being the 
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highest ever. Section 2 (4) is confined to the 
somewhat narrow field of marginal age relief 
and alters the relief in only one respect. Thi 
maximum total income for full relief remains a 
£600, with no specific maximum for margina 
relief. However, whereas five-eighths of the 
excess over {600 was added to the liability ir 
1954-55, the fraction is now rine-twentieths 
Despite this reduction of one-fortieth, the ne 
result of the changes in personal allowances anc 
reduced rates may be an increase in liability 
compared with 1954-55. 

Section 2 (5) does two things. It raises the 
child allowance from £85 to {roc per child, anc 
it abolishes the special restriction in relation tc 
the emoluments of a child undergoing training 
for a trade, profession, or vocation. There is thus 
now a single income limit for the child, namely 
£85, with no provision for marginal relief. This 
is certainly anomalous, and the Royal Commissior 
recommended a ‘tapering’ provision to avoic 
absurdities. As the relief now stands, if a chilc 
with an income of just £85 were incautious 
enough to earn a guinea, it could cost his fathe: 
as much as {42 10s in additional income tax 
Incidentally, this is the first time that the income 
limit of the child has actually been less than the 
allowance itself. 

Section 2 (6) increases the income limit o 
dependent relatives. Where the dependant’s 
income does not exceed {105 (formerly £85) the 
full {60 allowance can be given. The allowance 
is reduced by £r for every {1 of the dependant’s 
income over {105 so that when he reaches an 
income of {£165 (formerly £145) the allowance is 
nil. This extension of the relief has been grantec 
almost automatically on the increase in National 
Insurance pensions coming into force this year. 
but it is not, of course, confined to dependants 
actually receiving such pensions. 

Section 2 (7) effects the change in the reduced 
rates. Legally no income tax is charged at less than 
the standard rate. Instead, relief e granted, up 
to the amount of the taxable income, as follows: 


£ s d 

£60 at 6s 3d š s: 18 15 o 
frsoatasgd  .. Ga e 28 2 6 
£150 at rs od i be 13 2 6 
Total relief £60 o o 





This compares with a total relief in 19 54-55 
of £77 los. . (To be concluded.) 
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ANOTHER ANNIVERSARY 
NEDERLANDS INSTITUUT VAN ACCOUNTANTS 


certain occasion in Edinburgh last June, 

have been following each other in sequence, 
and this week-end the diamond jubilee of the 
Netherlands Institute of Accountants is being 
celebrated. The golden jubilee had to pass un- 
honoured because, in 1945, Europe was in the 
Jast throes of the Second World War. Now in 
happier, if not wholly peaceful, times, the 
Institute is commemorating instead its founda- 
tion in Amsterdam sixty years ago. 

On another page we print an article written 
by Mr A. L. DE Bruyne, the Director of the 
Institute since 1935, giving an outline of its 
origins, its administration and its ideals. This 
account makes clear the important role which the 
Institute takes in the accountancy profession in 
the Netherlands and, in turn, the contribution 
which the Netherlands has made, and is making, 
towards putting the profession on a truly inter- 
national basis. It can safely be said that the 
Institute is a powerful influence and this is all 
the more credit to it because, numerically, it is 
small. There are only 1,140 members of whom 
about 60 per cent are in practice. It is evident, 
however, that these numbers will be rapidly 
added to as there are, at present, more than 3,000 
student members. 

The functions of the Institute, from MR DE 
BRUYNE’S account, would appear to be broadly 
consistent with those of the various professional 
bodies in this country, although there are some 
important variations. Since its foundation, the 
Institute has undertaken, as two of its principal 
activities, the task of training students and 
conducting examinations. The examination syl- 
labus covers the usual range of subjects, although 
more attention is paid to economics than is usual 
in the United Kingdom. The average time taken 
by students to complete the full course is rather 
more than ten years, Formal articles of service 
are not insisted upon, but nearly all -student 
members undertake accountancy work in one form 
or another in order to obtain practical experience. 

In 1946, the ordinary rules of the Institute 
were supplemented by a code of ethics which 


i CCOUNTANCY anniversaries, ever since a 


contains, among other matters, regulations as to 
the ways in which members are permitted to 
practise. Control over the activities of members 
is also exercised by disciplinary and appeals 
committees who adjudicate on cases involving 
alleged breaches of the constitution by individual 
members. Another tribunal, called the disputes 
committee, arbitrates on differences arising 
between members or between a member and a 
third party, if the latter agrees to such an inquiry 
being made. 

A feature of the accountancy profession in the 
Netherlands since the First World War has been 
its enthusiasm for promoting good relations 
among accountants throughout the world. The 
second international congress on accounting was 
held at Amsterdam in 1929 (the only previous one 
having taken place in St Louis in 1904) and now 
the seventh congress in 1957 will again have as 
its setting the great maritime city on the Amstel. 

The diamond jubilee celebrations of the Insti- 
tute this week-end are being held at the Kurhaus, 
Scheveningen. The Institute’s President, Mr R. 
Besançon of The Hague, is the chairman. 
Yesterday, after a special meeting to welcome the 
guests, who include representatives of many 
accountancy bodies from other countries, there 
was a jubilee sitting at which Mr J. KRAAYENHOF, 
of Amsterdam, gave a paper on the history of the 
profession in the Netherlands during the past 
sixty years. ‘Today, at a similar session, Dr H. M. 
HIRSCHFELD delivers a lecture on structural 
changes in the private formation of capital. Other 
arrangements include a concert and a-jubilee 
dinner. 

It is heartening to see that the intellectual 
vigour of the accountancy profession in the 
Netherlands has not been impaired by the long 
and depressing period of the German occupation 
and that its members are in the forefront of any 
international movement to raise the standards of 
their calling. We wish them well in their splendid 
efforts and, if the promise and performance of 
the first sixty years of its existence can be main- 
tained, then the prosperous future of the Neder- 
lands Instituut van Accountants is ensured. - 
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SOME EQUITABLE APPORTIONMENTS 
FOR EXECUTORS AND TRUSTEES 
, by CYRIL A. WILLIAMS, A.G.LS. 


common law that the law itself must be fair 
and just, and if the application of the strict 
letter of the law inflicts hardship — as it some- 
times does — then the aggrieved party may appeal 
to the Courts on the grounds of equity, to have 
the matter reviewed. Most executorship cases 
are heard in the Chancery Division of the High 
Court. 

_ If an executor had a legal problem upon which 
the opinion of the Court was desired, the first 
thing the judge would do would be to compare 
the circumstances of this case with those of 
any previous cases which had come to the notice 
of the Courts. The barristers engaged in the 
inquiry would produce details of all cases having 
some similarity and would read out from the 
various law books and law reports all the points 
which seemed to them to be relevant. 

After he had heard the argument on both sides 
the judge would consider the position. If. the 
circumstances seemed to him to be exactly the 
same as any case which had previously been 
submitted to the Court, then he would almost 
certainly decide the case in the same way. Indeed, 
the Court is bound by the earlier decisions of 
any Court having higher or equal rank, and may 
only reverse a decision by a lower Court. If, 
however, any difference is discovered — however 
small — between the cases previously considered 
by the Court and the one being reviewed, then 
the judge is free to decide the case which way he 
likes. 

Therefore, if an executor or trustee is faced 
with a set of circumstances which seem to him 
(or, rather, to his legal advisers) to be exactly the 
same as any previously decided case, then it is 
right that he should put into effect the directions 
of the Court — even though ke has not in fact 
been to Court himself. 


IE is a fundamental principle of English 


Deficiency of Authorized Mortgage 


In 1904 a case was decided in the Chancery 
Court! in which one of the trust assets was a 
mortgage. It was a perfectly satisfactory and 
authorized investment, but it transpired that the 
mortgagor fell into arrears with his payments of 


1 Re Atkinson ([1904] 2 Ch. 160). 


interest and eventually the trustee sold the mort- 
gage. The proceeds of sale, however, were not 
enough to pay off both the principal and interest 
then outstanding and the Court decided that 
the proceeds of sale should be apportioned 
between the capital of the estate and the life- 
tenant. Later cases have made it clear that it is 
immaterial whether the original investment is 
made by the testator or by the trustee. 

Let us suppose a mortgage for {1,000 on 
which {£200 interest had become due but re- 
mained unpaid. The {200 is the gross amount 
of the interest, i.e. before deducting any income 
tax. When the interest is paid, the mortgagor 
normally deducts income tax from the payment, 
but the debt is the full gross amount. The 
proceeds of sale, say £800, would have to be 
divided between capital and income in the ratio 


to in- 








- , 1,000 : 200 

1,000 to 200, Lë, to capital and 
come. ere ; 

Now follows an illustration of what happens 
when a judge discovers a difference between 
two cases. In another case” the facts were similar 
to those in re Atkinson (supra) but the mortgage 
was not sold. The trustee foreclosed instead and 
the judge decided that as from the date of fore- 
closure the tenant for life was entitled to the 
whole of the rent and profit received from the 
property. Section 31 of the Law of Property Act, 
1925, provides the reason for this decision. The 
mortgage is regarded as the trust asset only up to 
the date of foreclosure. As from the date of fore-. 
closure the mortgage no longer exists and the 
trust asset is the property (on which the mortgage 
was previously secured). Of course, if arrears of 
interest exist at the date of foreclosure there is- 
nothing to prevent the eventual application of 
the Atkinson rule—but in that case the life- 
tenant must wait until the property is sold 
before his share can be ascertained. 


Deficiency of Unauthorized Mortgage 


Having disposed of the casé of a deficiency of an 
authorized mortgage it may seem logical to 
continue with an exposition of what happens in 
the event of an unauthorized mortgage which 


š Re Horn ([1924] 2 Ch. 222). 
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turns out to be insufficient to repay both interest 
and capital moneys. 

Primarily, of course, a trustee is liable for 
losses resulting from a breach of trust — whether 
resulting from his own breach of trust or that of a 
previous trustee. Every effort should always be 
made to recover any losses from the trustee, 


together with interest, before attempting to 


burden the trust with the loss. 

Sometimes, however, this course is unavoidable 
and the decision in ve Bird? helps us to apportion 
the loss fairly. In this case it was decided that the 
proceeds of sale of the unauthorized investment, 
together with the income previously received on 
that unauthorized investment must be apportioned 
between capital and income in the proportion of 
(a) the capital value of the authorized investment 
(i.e. the one which was sold in order that the 
unauthorized investment could be made) and 
(b) the amount of income which would have 
been received on the authorized security — if it 
had not been realized. 

Should there remain, on this basis, any loss of 
capital, then the beneficiaries may proceed to 
recover the amount from the trustee who is 
responsible for the devastavit. In the event of 
there being no loss, then the life-tenant is entitled 
to keep all the income.’ 


Hotchpot: The Tollemache Rule 


The Yollemache rule? is an interesting one, but 
before it can be properly understood, it is 
necessary to appreciate what is meant by ‘hotch- 
pot’. Some wills provide, for example, that where 
a beneficiary has received an advance (during the 
testator’s lifetime) this advance is to be taken into 
account when dividing the estate. Suppose an 
estate of {10,000 to be divided between three 
children, one of whom has been advanced 
£2,000. Js it not fair that the child receiving the 
advance should be restricted to a further dis- 
tribution of £2,000 making {£4,000 in all, and the 
other two children, having had no advances, 
shall receive {4,000 each? The hotchpot pro- 
visions only apply in the case of a will trust if 
the will specially provides for it, but hotchpot is 
provided for on an intestacy in the case of certain 
special classes of advances. 

Continuing with this hypothetical example, let 
us now suppose that estate duty at 15 per cent 
is imposed, reducing the {10,000 estate to 


1 [roor] 1 Ch. g16. 
2 Re Hoyles; Row v. Fagg No. 2 ([1912] 1 Ch. 67). 
3 Re Tollemache; Forbes v. Public Trustee ([1936] W.N. 139). 
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£3,500. Taking the advance of {£2,000 into 
account it will be found that each child’s share 
will be £3,500 in place of the £4,000 previously 
received —a reduction of exactly {500 each. 
The purpose of these figures is to illustrate that 
the burden of the estate duty falls equally on the 
three children, although out of the net estate of 
£8,500 two of them receive £3,500 each and the 
other only £1,500. The judge in the Tollemache 
case thought that this was inequitable and he 
directed in that case that the estate duty should 
be borne by the residuary legatees in the propor- 
tions in which they actually shared the residue. 
Naturally this would not happen if the will by 
express wording charges the executor to pay the 
estate duty before division. The usual method 
adopted when applying the rule is to take the 
net estate, add both the estate duty and the ad- 
vance, then divide into shares, deduct the 
advance, and apportion the estate duty in 
proportion to the remaining balances, viz: 

















Net Estate 8,500 
Estate Duty 1,500 
Advance .. 2,000 
£ £ £ 
£12,000 4,000 4,000 4,000 
` Deduct advance 2,000 
£2,000 
Deduct Duty 300 600 600 
£1,700 £3,400 £3,400 








Hotchpot: Division of Income 


Other cases in which the judges were clearly 
thinking on the same lines are re Hargreaves* 
and re Poyser5. 

, In circumstances similar to the example just 
discussed, difficulties sometimes arise as to how 
the zncome is to be divided when there is no life- 
tenant. Should it be divided equally between the 
residuary legatees notwithstanding that the ad- 
vance has been brought into hotchpot? Or should 
it be divided between them in the proportions in 
which they share the residue (i.e. after applying 
the Tollemache rule if necessary) subsequent to 
the hotchpot adjustment? 

In the Hargreaves case it was decided that the 
income should be divided between the bene- 
ficiaries in the same ratio as that used in ascer- 
taining the capital shares. This recommendation 
was not followed in the Poyser case, however, for 
in that judgment it was decided to charge the 


4 Hargreaves u. Hargreaves ([1903] 88 L.T. roo). 
5 Landon v. Poyser ([1908] r Ch. 828). 
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advance with intérest from the date of death up 
to the date of the distribution. This interest is 
charged to the beneficiary receiving the advance 
and is added to the general fund of income 
before division into equal shares. There is 
little practical difference between the two 
methods —the Poyser formula is the easier one 
and it has the added advantage that it was followed 
in the Courts as recently as 1944 in re Hillas- 
Drake! but the disadvantage is that the rate of 
interest which should be used remains an un- 
certain factor. Four per cent remains a favourite 
rate at the time of writing and income tax at 
the standard rate should be deducted for the 
purpose of the calculation. 


Delay in Paying Debts: The Allhusen Rule 


Imagine an estate of {50,000 gross, debts and 
administration expenses total £20,000 leaving a 
net residue of £30,000, the income from which is 
intended to be paid to the tenant for life. In the 
ordinary way the debts would be paid out of the 
liquid funds of the estate or out of the proceeds of 
sale of some more or less easily realizable asset 
so that the residue of £30,000 is quickly resolved 
in a tangible form. 

If, however, a long period elapses before some 
or all of the debts or expenses are paid, say two 
years from the date of death, then the realization 
of the estate is postponed and income is earned 
during the first two years not by £30,000 but by 
the whole {50,000 or something very close to it. 
Is it right to pay the life-tenant the full income 
received or should the means be found to restrict 
his benefit to the income on £30,000? That, 
broadly speaking, was the puzzle which con- 
fronted the Court in Allhusen v. Whittle? and it 
was decided that the life-tenant should not 
benefit by reason of the postponement of the 
payment of the debts and so it was directed that 
part of the debts should be paid out of the income 
received. 

The machinery by which this aim is accom- 
plished is no longer the same as that laid down in 
the original case. In ve Corbett ([1938] 1 K.B. 
567), the method suggested is to set aside a 
notional sum at the date of death. This notional 
sum, together with the income earned on it, must 
be such an amount as will be exactly sufficient 
.to pay the debt when it comes up for payment. 
In practice every debt must be dealt with as a 
separate item. ` l 
Questions of interest then arise. The rate used. 


1 [r944] 197 L.T. So 
° (1867) L.R. 4 Eq. 295., 
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in the Allhusen case was 4 per cent — but that was 
in 1867. Probably the perfect solution was found 
in the Corbett case (supra) where the rate used 
was the average rate actually earned by that 
particular estate. Four per cent was used in 
re McEuen? but only because that happened to be 
the rate earned by the assets at that time. Income 
tax should be deducted in accordance with the 
decision in ze Oldham ([1927] W.N. 113.) 

The principle of Allhusen v. Whittle only applies 
to a case where a residuary fund is held on 
trust for persons in succession. Dr Barnardo’s 
Homes* went to Court in 1921 to have this point 
determined although it is difficult to visualize any 
normal circumstance when a trustee would 
attempt to apply the rule without this basic 
requirement. 

The Allhusen rule may be applied to items 
which are not normally thought of as being 
debts. For instance, if the deceased had coven- 
anted to pay an annuity which is to be continued 
after his own death, then each instalment of the 
annuity constitutes a debt to which the Al/husen 
principle may be applied.® Annual insurance 
premiums can similarly be dealt with on the same 
authority, but there must be a shouldering of 
responsibility by the testator. 

By reason of the decision in Re Fenwich’s 
Trusts? the Allhusen v. Whittle principle does not 
apply to a payment for which there is only a 
contingent liability. 


The 4 per cent Rule: Howe v. Dartmouth 


An authorized investment is one which is author- 
ized to be held by a particular will or settlement. 
Most wills and settlements have a special clause 
indicating the limit of the trustees’ power of 
investment. In addition, and particularly if there 
is no investment clause, the trustees are permitted 
to invest in any of the (now rather limited) 
stocks mentioned in Section 1 of the ‘Trustee 
Act, 1925. The latter do not, however, auto- 
matically count as authorized investments in 
every case. Exceptional investment clauses have 
been known to authorize the trustee to purchase 
‘any security except trustee securities’. In these 
admittedly unusual circumstances the trustee 
securities would fall into the category of un- 
authorized investments. 

Some testators authorize.their executors or 


3 McEuen v. Phelps ((1913) 2-Ch. 716). ` 


SE v. Special Commissioners of Income Tax ([1921] 2 A.C. 
I). 


5 Re Perkins ([1907] 2. Ch. so6). ` 
8 Re Fenwich’s Will Trusts ([ro36] Ch. 720). 
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trustees to retain investments which are held as 
part of the estate at the date of death. More 
frequently a testator permits a postponement of 
the sale (and conversion into authorized securi- 
ties). No fixed period is usually set for the period 
of postponement in the will, nor is any implied 
by the law, but every executor ought never to 
forget that it is only a postponement. He ought 
to review the position at intervals, and whilst 
there is no reason why he should not at each 
review decide to continue the postponement, 
it should be fully understood that any invest- 
ments held under such a power are held, in 
theory at any rate, only on a temporary basis. 
It will be observed that neither a power to 


retain, nor a power to postpone, amount to an 


authority to pay the full income from the invest- 
ment concerned to the life-tenant, but in re 
Bates? a power to retain was held to be sufficient 
authority by itself to enable the life-tenant to 
claim the whole of the income earned. 

For the purposes of this rule, therefore, an 
unauthorized investment may be any of the 
following: 


(a) Securities held under a power to postpone 
(with no directions as to the. payment of 
the income). 


(b) Securities held which the trustees have 
neither power nor adequate reason to 
retain. ‘This may include assets which it 
has proved impossible to realize — in spite 
of every effort being made to effect a sale. 


(c) Investments made by the trustees, de- 
liberately or innocently, which arecompletely 
outside the investment clause. Sometimes 
this is done with the consent of the persons 
entitled. 


Before the Howe v. Dartmouth? rule, more 
commonly referred to quite loosely as ‘the 4 per 
cent rule’, can be regarded as applicable, three 
essentials must be present, viz: 


(a) There must be residuary personalty . . . 

(b) ... held in trust for persons in succession, and 

(c) . . . there must be an unauthorized invest- 
ment. | 


From the first of these essentials one can 
conclude that the rule does not apply to realty 
(except realty held on trust for sale and 
consequent conversion into personalty) nor does 
it apply in the case of a settlement.? 





1 Re Bates ([1907] r Ch. 22). 
2 Howe v. Dartmouth ((1802) 7 Ves. 137). 
s Re Van Straubenzee ([r901] 2 Ch. 779)... * 
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Like the Allhusen rule there is no practical 
purpose in applying it unless the funds are held 
for. persons in succession. 

This rule depends upon the theory that whether 
or not the will contains a trust for sale and con- 
version into authorized investments, it is, none 
the Jess, the executor’s duty to effect such a con- 
version within a year of the testator’s death.* 
Howe v. Dartmouth, the original case, had no 
trust for sale, but this point seems to be of little 
practical importance in view of a later case® in 
which there was a trust for sale, but, nevertheless, 
the rule was held to be applicable. 

Unauthorized investments are usually those 
which are subject to fluctuations of both income 
and capital value and are often of a wasting nature. 
As a life-tenant is normally liable to make good 
any deficiency of capital caused by draining too 
heavily off a wasting asset, the Court have 
decreed that justice can readily be achieved by 
restricting the amount which a life-tenant is 
allowed to receive as income and adding any 
surplus income to the capital as compensation for 
the wastage. The percentage which a life-tenant 
is allowed to retain was fixed at 4 per cent as 
long ago as 1802 and has been confirmed as 
recently as 1940 at the same rate. 

Difficulties have arisen from time to time as to 
what the 4 per cent is to be calculated upon and 
two main rules have emerged from the litigation. 
If there is a power to postpone, as in the case of 
ve Parry,’ then the proper basis is the value of 
the investment at the date of death. On the other 
hand, if there is no power to postpone, then, 
in that event, the unauthorized investments are 
to be valued at one year after the death. (Re 
Fawcett, supra.) In theory, this allows the execu- 
tor a year in which to make a notional conversion. 


Absence of Power to Postpone 


Accordingly, it is necessary to consider the rule 
in two sections, firstly taking the case where there 
is no power to postpone. 


(a) As to unauthorized investments sold during 
the first year, the life-tenant is entitled to 
A per cent on the net proceeds of the 
unauthorized investments, calculated from 
the date of death to the date of sale. 

{b) As to unauthorized investments remaining 
unsold at the end of one year, the life- 
tenant is entitled to 4 per cent per annum 
on the value of these investments at the end 


2 Re Fawcett ([1940] Ch. 401). 
5 Dimes v. Scott ((1828) 4 Russ. 195). 
6 Re Parry ([1947] Ch. 23). 
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of one year. All unauthorized investments 
should be taken together, en bloc. A special 
point to notice is that in the Fawcett case it 
was specified that the Apportionment Act 
was net to be applied; in other words there is 
no necessity for double apportionment. 


-(c) Next, it must be considered what is to 
happen if it transpires that the income 
fails to amount to 4 per cent. Prior to 
1940 it was widely held that the life-tenant 
was not entitled to receive anything beyond 
the actual income, but Mr Justice Farwell, 
in his deliberations on the Fawcett case 
supra, made it clear that in such event the 
life-tenant is entitled to have his income 
made up to 4 per cent. As there is insuf- 
ficient income for the time being, the life- 
tenant’ must be content to wait, either until 
the unauthorized stock is sold, when he may 
be paid out-of the proceeds of sale, or 


alternatively he may be paid out of surplus’ 


income which may arise in later years. 


Inclusion of Power to Postpone 


Continuing’ now to consider the alternative 
circumstances where there is a power to post-, 
pone included in the will, the position is modified 
as follows: 


(a) As to unauthorized investments sold during 
the first year, the life-tenant is entitled to 
4 per cent on the net proceeds of the un- 
authorized investments. 


(b) As to unauthorized investments remaining 
unsold at the end of one year, the life- 


tenant is entitled to 4 per cent on the 


probate value of the unauthorized invest- 
- ments. 


() If the income fails to reach 4 per cent fate 
life-tenant is entitled to have this percentage 
` ‘made-up out of the eventual proceeds of 

gale -of the investment or, alternatively, 
out of future surplus income. 


` Any income not required to be paid to the life- 

tenant as set out above is added to the capital of 
the trust, duly invested in authorized investments ` 
the income from which is payable to the life- 
tenant in the ordinary way. 

The rule may be,.and often is, excluded by 
directions contained in the will, and in addition, 
may be negatived by the presence of a power to 
retain. It is not applicable on an intestacy by 
reason of Section 33 of the Administration of 
Estates Act, 1925.) 

1 See also Re Sullivan (fr E I Ch. -&4). 
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Formerly, leaseholds held on trust for sale were 
considered to be within the scope of this rule, 
but since the decision in ze Brooker ({1926] 
W.N. 93), it is now clear that a trustee may pay 
to a life-tenant all the income which is produced 
by that form of investment. 

Where a reversionary interest is held by trustees 
as residuary personalty, then, like an unauthor- 
ized invesment, it ought to be realized at the 
earliest opportunity and the proceeds invested 
in income-producing assets. Accordingly, if 
a reversion is, nevertheless, retained until it 
falls into possession it is only right that the 
life-tenant who has probably gone without 


income for a long period should share in the 


eventual proceeds of the reversion. The rule in 
re Chesterfield, virtually an extension of the 
Howe v. Dartmouth theory, covers this point, 
but does not extend to reversions in realty.® 

Here again, 4 per cent is usually considered the 
right rate and the life-tenant is entitled by virtue 
of the Chesterfield decision to receive 4 per cent 
reckoning compound interest at yearly rests, 
deducting income tax at the various rates in 
force throughout the period. Note that compound 
interest is used in this instance. It is not used for 
any of the other rules except in quite unusual 
cases, 

Accordingly, capital receives such a sum as 
would, if invested at the date of death, amount at 
4 per cent compound interest, taking yearly rests, 
to the value of the reversion actually received 
when it falls in. The date up to which the 
calculation is made, is, of course, the date of the 
receipt of the funds by the trustees and not 
necessarily the date on which the reversion falls 
into possession. u 


Apportionment of Estate Duty 


Estate duty on realty is payable out of the real 
property itself*, unless the will directs otherwise. 
Consequently, legacies payable out of (or partly 
out of) realty have to bear some part of the estate 
duty on the realty5. ` 

Further, legacies are payable primarily out of 
personalty and then out of realty®, so that where 
there is insufficient personalty and part of the 
realty is used to pay a legacy, some proportion of 
the estate duty on the realty will have to be paid 
by the legatee unless the will, shifts the burden to 
some other fund. 


2 Re the Earl of Chesterfield’s Trusts ((1883) 24 Ch.D. 643). I 


3 Re Woodhouse ([1941] Ch. 332). - 
å Re Morris; Skinner v. Sanders. (oz 63 L.J. 497). 
e Spencer-Cooper; Poe v. Cooper-Spencer ([1908] L. as 


30). 
¿Re Anstead’([1943] Ch. r61). 
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A DIAMOND JUBILEE ` 


Progress of the Profession in the Netherlands 


by A. L. de BRUYNE | ° 
Director, Nederlands Instituut van Accountants 


N the second half of the last century the 

profession of accountancy in the Netherlands 

gradually developed out of the function of the 
book-keeper. Experts in book-keeping established 
themselves in practice and began to offer their 
services to the business world. In this way, an 
independent profession arose. 
The oldest book-keeping firm 
on record was established in 
Rotterdam in 1883 and was 
called ‘Bureel voor Boekhoud- 
ing “Confidentia”’. The first 
individual to set up as an 
accountant was Mr E van 
Dien, who began practising in 
Amsterdam in 1893. On the 
. initiative of the firm of ‘Con- 
fidentia’, the Nederlands Insti- 
tuut van Accountants was 
founded on December 15th, 
1894, January Ist, 1895, being 
taken as the official date. The 
founders were evidently 
guided by developments in 
England, as their first 
announcement (a circular 
letter dated January 26th, 
1895) states that ‘some of the 
leading accountants in the 
Netherlands have come 
together and founded the 
Nederlands Instituut van Accountants in the 
manner of the Institute of Chartered Account- 
ants created in London fifteen years previously’. 


A Development of Sixty Years 


Since that time, the history of the profession of 
accountancy in the Netherlands has practically 
corresponded to that of the Institute now cele- 
brating its jubilee. From the very start the 
Institute considered it to be its duty to look after 
the professional education of its members in 
order to enable them to take up the places which, 
in 1895, they were still to reach. For this purpose, 
it undertook to train accountants and made the 
diploma of the Institute a condition for member- 
ship, extending this afterwards to the diploma 
awarded by a Netherlands university or college. 





Mr A. L. de Bruyne 


As early as 189 5, the Institute established dis- 
ciplinary jurisdiction, and in rgiIo rules on pro- 
fessional activities were drawn up which had to 
be observed by members in their professional 
activities. - 

Of great importance to the profession of ac- 
countancy in the Netherlands 
was the development of the 
view that the function of 
the. accountant. has. a wider 
scope than that of confidential 
adviser of his client. Th. 
Limperg, junr., a member of 
the Institute and, from 1922 
to 1950, a professor in the 
University of Amsterdam, 
greatly influenced the develop- 
ment of this view. He evolved 
the theory that the work of the 
auditor should be such as to 
warrant the confidence in- 
spired by it. His report to 
the International Congress in 
1926, entitled “The account- 
ant’s certificate in connection 
with the accountant’s respon- 
sibility, formed the basis for 
this theory’. Thanks to the 
work of Limperg, the view 
became adopted that the 
auditor is also the confidential 
adviser to third parties, that is to say, to those 
who, having an interest in the course of affairs in 
an enterprise, feel the need of a public report by 
an independent expert on the validity of the 
report issued by the management. 

The development of Netherlands company 
law, together with the rise and great expansion of 
the limited company, with its typical division of 
capital and management, greatly stimulated this - 
development of the view regarding the function 
of the Netherlands accountant. 

The profession of accountancy in the Nether- 
lands is not legally protected. There are no 
statutory regulations on the auditing of enter- 
prises by qualified accountants. The consequence 
of this has been that in the course of time, for 
various reasons, several organizations have arisen, 
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the members of which act as auditors without 
meeting the requirements put by the Institute. 
Nevertheless, the Institute has been generally 
recognized both by the Government as well as 
by society ip general and it is exceptional for 
auditors who do not meet the requirements of 
the Nederlands Instituut van Accountants to 
issue public certificates. 


The Institute and its Organization 
At the time of its foundation, the Institute had 
30 members. By 1920, this number had risen 
to 200. On January Ist, 1935, it was 584; on 
January ist, 1940, 698 and on January Ist, 1945, 
757: 

Since that time there has been a great increase. 
From 878 members in 1950 the number has now 
risen in five years to 1,147. There have been two 
amalgamations with other associations of account- 
ants, in 1919 with the Nederlandsche Accountants- 
vereniging (8r. members) and in 1935 with the 
Nederlandsche Bond en de Nederlandsche Organ- 
isatie van Accountants (161 members). About 
Do per cent of the members are engaged in public 
practice. 

The annual general meeting of the Institute is 
held every December. The Council consists of 
nine members, elected for a period of three 
years. Each year three members resign, but are 
not: eligible for immediate re-election. The 
Council is assisted by various committees, the 
members of which are appointed by the Council. 
The most important of these are the Examining 
Board (35 members) dnd the committee of 
advice on professional matters (o members). 
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The administration of internal discipline is; 


entrusted to two bodies —the Discipline Com- 


mittee and the Appeals Committee. Both are: 


independent of the Council and their members 
are elected by the general meeting, as are the 
members of the Disputes Committee. This body 
is also independent of the Council and its task 
is to setfle disputes when requested between 
members or between members and third parties. 

Besides its ordinary members, the Institute 
recognizes student-members. Only those regis- 
tered as such may follow the courses organized 
by the Institute and present themselves for the 
examinations. Student-members may not act as 
auditors. At present there are 3,150 student- 
members of the Institute. 

The seat of the Institute is in Amsterdam, at 
491 Herengracht, one of the seventeenth-century 
houses situated on the canals which are so 
characteristic of this city. The President is 
Mr R. Besangon, of The Hague. 


Sege 


~ 


Mas 21st, 1955 


Training and Examinations 


As early as 1895 the Institute drew up extensive 
regulations régarding training and examinations. 
‘These have in the course of the years been con- 
tinually adapted to changing circumstances. Of 
great significance has been the recognition of the 
fact that the function of the accountant, both as 
regards its controlling and its administrative 
aspect, belongs essentially to the field of business 
economics. This philosophy was largely inspired 
by Prof. Th. Limperg, junr. In consequence, 
the Institute has laid great stress on so-called 
economic subjects: (social economics and business 
economics). Cost accountancy is not known in 
the Netherlands as a separate profession. The 
general training provides the Netherlands account- 
ant with a grounding on which to base further 
studies in this particular field. The examination 
programme of the Institute comprises preliminary 
and accountancy subjects. ‘The preliminary 
subjects are: technology of commerce, mathe- 
matics (including commercial arithmetic and 
actuarial science), statistics, advanced book- 


keeping, law and taxation. The two subjects of 


the accounting and auditing examination are the 
theory and practice of administrative organization 
and the theory and practice of auditing. 

The student-member studies in the evenings 
over an average period of ten to eleven years. In 





Part of the Herengracht, Amsterdam. 
The Netherlands Institute’s building is third from the left. 
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each of the above-mentioned subjects separate 
examinations are held. This means that it is 
possible to complete each subject separately from 
year to year. The rules do not prescribe a com- 
pulsory period of apprenticeship. Practically all 
candidates are engaged in practical work to such 
an extent that their studies and their experience 
enable them, after obtaining their diploma, to 
practice either as a public accountant or as an 
internal accountant or in another field, depending 
on the position acquired during the period of 
study. 

The importance of the training programme of 
the Institute has been demonstrated by the 
development of the courses in accountancy in the 
universities and colleges. These courses were in 
the beginning exclusively conducted by qualified 
members of the Institute, and this is still sub- 
stantially the case. This connection has, in its 
turn, stimulated the thoroughness of the training 
programme and the organization of the examina- 
tions of the Institute. 

Eight members of the Institute, all of them 
members of the Examining Board, are teaching 
accounting and auditing subjects in the various 
universities and colleges, two of them as profes- 
sors and six as lecturers. About a hundred 
university-trained accountants are members of 
the Institute. There exists, moreover, a separate 
association of university-trained accountants (with 
about 150 members) called Vereniging van 
Academisch Gevormde Accountants, with which 
the Nederlands Instituut van Accountants works 
together in important cases. 


Research Work 


For many years the Institute has promoted the 
study of important research problems on an 
individual basis by means of accountants’ days 
and study meetings. This work was put on a more 
systematic basis-in 1946 through the establish- 
ment of a central body called the committee of 
advice on professional matters, which considers 
all problems concerning the practice of the 
profession. It publishes reports of an advisory 
nature, and the following are among the subjects 
which have been dealt with: 
Comparative figures in annual accounts (1952). 
The relationship of members of the Institute 
to foreign auditors in public practice (1954). 
Some aspects of the function of the :nternal 
auditor, more especially the question whether 
the internal auditor of a parent company can 
certify the annual accounts of a subsidiary 


company (1954). 
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The relationship between the auditor and the 
actuary in insurance companies and its 
influence on the auditor’s certificate (1954). 

The following, inter alia, are under tonsideration: 

The relation of the public accountant to 
members of other professions. 

The problem of tax arrears in relation to the 
annual accounts. 

The problems of the aceountancy profession 
arising from economic regulations laid down 
by the Government. 

In addition, a committee has recently been 
established to deal with administrative organiza- 
tion. It studies subjects referring to the relation 
between the internal audit and the administrative 
organization, the controller’s function and its 
importance to management, internal administra- 
tive recording, comparison of enterprises, stand- 
ards of achievement and costs tor administra- 
tive work. 


Registration of Accountants 


The Nederlands Instituut van Accountants has, 
from the date of its foundation in 1895, made the 
registration of accountants its object. Neverthe- 
less, the profession is not yet legally protected, 
Anyone may call himself an accountant although 
he possesses no qualifications whatever. ‘In. the 
course of time, various attempts have been made 
to introduce registration, both by the Nederlands 
Instituut van Accountants and by the Govern- 
ment, so far without success. A draft bill intro- 
duced into Parliament in 1939 was held over 
owing to the war. Recently, however, this matter 
has been taken up again by the Minister of 
Economic Affairs, who has established a com- 
mittee for the preparation of a draft regulation 
on the subject. 


International Contacts 


The Institute has always taken a great interest 
in international contacts, especially since the 
First World War. The Council of the Institute 
planned an international congress of accountants 
in 1924. In 1904, a similar congress had been 
held in St Louis on the occasion of the world 
exhibition there. Netherlands initiative led in 
1926 to the congress being held in Amsterdam, 
where the chair was taken by Mr E. van Dien; it 
was the first of a series of congresses which have 
since taken place. The next congress will again 
be held in the Netherlands in 1957, and the 
Institute, in association with the Vereniging 
van Academisch Gevormde Accountants, has 
already begun the preparations for it. 
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WEEKLY NOTES 


The President and Vice-President of 
wv the Society Re-elected 


At a meeting of the Council of The Society of 
Incorporated Accountants held last Tuesday, Mr 
Bertram Nelson, J.P., F.S.A.A., was re-elected President 
for the ensuing year and Sir Richard Yeabsley, 
C.B.E., F.C.A., F.S.A.A., was re-elected Vice-President. 

The seventieth annual general meeting of the 
Society was also held last Tuesday as this issue was 
about to go to press. We hope to publish the Presi- 
dent’s address, together with a report of the proceed- 
ings at the meeting, in our next issue. 

Following the annual meeting, there was an 
extraordinary general meeting and then the sixty- 
second annual meeting of subscribers of the Incorpor- 
ated Accountants’ Benevolent Fund was held. We 
hope to include reports of these meetings also in 
next week’s issue. 


Income Tax and Non-resident Settlor 


Since 1938, the income from revocable settlements 
has been treated as the income of the settlors for 
income and surtax purposes (Finance Act, 1938, 
Section 38). It was not until this month that a 
judicial decision was given as to whether the section 
applied to a non-resident settlor (CJR v. Kenmare 
(The Times, May 13th, 1955)). In that case Lady 
Kenmare, who was at all material times resident 
outside the United Kingdom, had settled securities 
which were subject to United Kingdom tax. The 
settlement was governed by the law of Bermuda and 
the trustees were resident abroad. They had power 
at their discretion to declare that such part of the 
trust funds, not exceeding £60,000 in any period of 
three years, should be held in trust for the settlor 
absolutely. The total value of the trust fund was 
some £70,000. 

The Commissioners did not decide whether or 
not the settlement was revocable within the meaning 
of Section 38 (2). They held that since the settlor 
and the trustees were not resident, the income could 
not be deemed to be hers, on the principle established 
by Perry v. Astor (14 A.T.C. 22; 19 T.C. 255). 
Danckwerts, J., held that the words ‘any income 
arising under the settlement’ were perfectly general 
and included the income of the settlement in the 
present case. We should perhaps add that in the 
present case the income was United Kingdom income 
paid to persons resident abroad. In Perry v. Astor 
the income was foreign income of a resident settlor. 
Lord Macmillan in that case drew a distinction 
between the two kinds of income for the purpose of 
construing Section 20 (1) (a) of the Finance Act, 
1922, which provision was replaced by Section 38 
of the Finance Act, 1938. 

Counsel for the taxpayer also argued that the 
provision in the settlement empowering the trustees 


to declare that they held part of the funds for the 
settlor absolutely was not a provision for determining 
the settlement, within the meaning of Section 38 (2), 
but was a provision for substituting one settlement by 
another. His lordship said the exercise of the power 
might eventually put an end to the settlement 
altogether. He accordingly held that the income of 
the settlement should be treated as the income of the 
settlor for United Kingdom tax purposes. Assessments 
on her for surtax which included the income were 
therefore confirmed. 


Building Societies in 1954. 


Building societies advanced about £373 million on 
mortgage in 1954, representing an increase of no 
less than {74 million on the previous year. Of the 
352,000 advances made during 1954, 9I per cent 
were for amounts not exceeding £2,000. The total 
number of mortgages outstanding increased from 
1,775,000 to 1,896,000 and the amount owing from 
mortgagors rose from £1,396 million to £1,574 
million. The average mortgage balance was {830 as 
compared with £787 at the end of 1953. On 69 per 
cent of the total number of mortgages the outstanding 
debt at the end of 1954 was under {1,000 and the 
total of these represented 35 per cent of the total 
amount owing by all mortgagors. 

The total assets of building societies increased 
during the year by £224 million to £1,867 million. 
Four societies now have assets exceeding {100 million. 
Of the 777 societies, 29 of the larger ones advanced 
over 70 per cent of the total amount lent during the 
year. All these details, and other interesting statistical 
data, are to be found in the report of the Registrar 
of Friendly Societies (Part 5) for 19541, which was 
published on Monday. The other four parts, dealing 
with other institutions within the Registrar’s province, 
remain to be published later in the year. 

It is a tribute to the movement that there were only 
three convictions during the year for offences against 
the Building Society Acts. Five investigations under 
Section 11 of the Prevention of Fraud (Investments) 


Act, 1939, were begun during the year, two of them | 


u 


arising out of applications for the discharge of. 


existing orders under the Act. No existing orders 


were revoked and no fresh orders were made. , 
However, two societies gave undertakings not Io. 


invite applications to invest. The Registrar says that . 


a disturbing feature during recent years has been a | 


tendency on the part of certain societies to advance 
substantial sums to companies, or groups of com- 
panies..One society had advanced over £1 million to 
one group of companies, representing more than 
45 per cent of the society’s new mortgage business. 
In another case one-third of a society’s assets was 
represented by its office premises. 


1 H.M.S.O., 2s net. 
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FINANCE AND COMMERCE 


Now embarked on a three-week account which will 
cover the General Election and also the Whitsun 
holiday, the stock-markets are naturally quiet. All 
the same, the undertone remains commendably firm 
and there is support for good-class stocks. 


Pension Fund Accounts 


The growth of pension funds is one of the important 
social, economic and financial developments since 
the war. In breaking fresh ground this week, therefore, 
with the accounts of the Vauxhall and Associated 
Companies Pension Fund, we introduce a subject in 
which many accountants will be directly concerned 
as administrators. Others will find the accounts an 
interesting study. We are indebted for the subject- 
matter to Mr S. C. Butler, trustee and manager 
of the fund, who has kindly responded to the 
suggestion of his fellow-trustee, Mr W. F. Edwards, 
F.S.A.A., that readers of The Accountant might like to 
see the accounts. 

These are the eighth annual accounts of the fund 
through which pensions are provided for employees 
of the Vauxhall Motors group in this country. 
Computation of pensions is based on members’ 
rates of pay in the final ten years of service. Of 
20,773 employees of the participating companies at 
end-1954, 15,334 qualified for ordinary membership. 

From the report of the trustees, we have extracted 
tabular detail which is self-explanatory and is better 
seen in its original form than by description. In 
drafting their report, the trustees have had in mind 
the need to give members of the fund, many of 
whom are hourly paid, an insight into the operation 
of their pensions scheme. 


Investment Conditions 


The report covers changes in the pension strength: 
retirements on pension and the average length of 
‘service of the new pensioners; deaths; payments to 
the estates of deceased pensioners and to widows, etc. 
A paragraph deals with 1954 investment conditions: 
Bank rate change, rise in investment prices with the 
2% per cent consols yield down from 3:93 per cent to 
3°80 per cent comparing the end with the beginning 
Of the year. e = 

A total of {1,211,741 was invested or reinvested 
during the year to produce an average income yield 
of 43 per cent which compares with 3 per cent 
assumed by the actuaries when the fund was 
established, and in their recent valuation. Of the net 
investment of £903,314, slightly more than half 
went into the stocks of Government and: public 
bodies. At end-year, the percentage of the total fund 
thus invested was 47 per cent against 48 per cent. 

There was a shortage of first-class debentures. At 
end-year the percentage of debentures to total 
investments was 23 per cent. Preference shares 


offered more attractive terms. Several purchases were 
made, about half being in new issues. Pension funds, 
it may be observed have become a very important 
power in the stock-market. About 26 per cent of new 
money, against 24 per cent, went into ordinaries and 
at end-year, the percentage in ordinary was again 
23 per cent. 

Market valuation of the investments at end-year 
was £ 5,682,652 and book value £5,252,281, indicating 
an appreciation of £430,371, or 8 per cent, in contrast 
to a depreciation of 2 per cent a year previously. 


One Balance Sheet 


With the liquidation of the wholly-owned subsidiary 
operating company, at December 31st last, one 
balance sheet now suffices for the accounts of The 
Dinkie Heel Co Ltd. The business, as the name 
implies, is the making of heels, mainly for women’s 
shoes, with a nickel edge. 

The operating subsidiary was put into liquidation 

and its entire assets and undertaking transferred to 
the holding company which took the operating 
company’s name. 
_ Thus, the present accounts at end-1954 incorporate 
the operating fixed assets at their original cost on the 
basis of the consolidated balance sheet at end-1953. 
Following from this, the intangible asset of £56,942, 
which represented the excess of book value of the 
shares of the subsidiary company over its net surplus, 
less the pre-acquisition profit, has in these accounts 
been transferred to goodwill. 


Depreciation Change 


A change in the method of calculating depreciation 
of fixed assets is announced by Mr Hugh Cowan- 
Douglas, the chairman of Glenfield & Kennedy 
Holdings Ltd, the hydraulic engineers. Past practice 
has been to calculate depreciation on written-down 
values. The company has now adopted the ‘straight- 
line’ method and the result will be that buildings 
will be completely written off evenly over so years, 
heavy plant over 15 years and light plant over ro years. 

‘It is felt that the new method has the ‘merit of 
simplicity’. It also means ‘that at the end of the day, 
more will have been written off than under the 
former system’. The adjustments necessary to give 
effect to the new basis have been made in the 1954 
accounts of the operating companies. 


Money Market 


The monetary screw remains tight. The average rate 
for Treasury bills on May 13th hardened slightly 
to £3 18s 4-69d per cent. Applications for the {230 
million of bills offered totalled £382,355,000 and the 
market’s bid was held at £99 os sd, at which 46 per 
cent of requirements was obtained. This week’s 
offer is £240 million. 
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VAUXHALL AND ASSOCIATED COMPANIES PENSION FUND 
Extracts from the Report of the Trustees for the year ended December 31st, 1954 
Pensioners Number of Annual Rate Yields on Investments 
Pensioners of EE The following table shows the average anticipated yield at the time of 
Pension Rofl at December 3ist, 1953 .. 498 51.699 purchase of new Investments made each year, and alsa the yleld antici- 
e A pated at the beginning of each year on the total Investments then held. 
Pensions terminated during 1954 š 27 3.433 
= Anticipated Yields 
i i 471 48,266 On New Investments On Total Investments 
* New Pensions commenced in 1954 oe 107 16,105 at time of held at beginning 
— Year Purchase of Year 
Pension Roll at December 3Ist, 1954 .. 578 £64,371 Per cent Per cent 
eo See) £ s d s 
1947 as dm 314 0 — 
The growth In the number of pensioners since the start of the Fund is 1948 ër SE: 310 | 314 0 
as follows: 1949 aie E 317 4 313 3 
1950 Ke oo bee 319 0 314 9 
December 3/st Number of Annual Rate 1951 ae me 4 5 9 3 #5 1] 
of Year Pensioners of Pensions 1952 nA Ss 412 4 3 19 10 
£ 1953 or Sts 410 3 448 
1947 77 8,223 1954 aa ši 410 0 4 610 
1948 124 13,151 1955 Si ks — 49 5 
as SC aad A calculation based upon the average monthly value at cast price of the 
` : } total investments held during 1954 shows that the actual realized yield was 
195} 340 35,943 
1952 408 42.243 £4 7s Od per cent, as against an anticipated yield of £4 6s 10d per cent. 
1953 498 51,699 
1954 578 64,371 


SA 


Distribution of Investments 


The distribution of investments at December 3lst, 1954, over the various 
main classes of securities was as follows: 





Report of the Auditors 


To the Trustees of the Vauxhall and Associated Companies 
Pension Fund 





























Percentage . - We have obtained all the information and explanations which, to the best 
Class of Stock Amount o No. of Net Change of our knowledge and belief, were necessary for che purposes of our audit. 
or Share Invested Total Holdings during 1954 In our opinion proper books of account have been kept by the Fund, so 
Govecamank: Pu bite š £ £ far as appears from our examination of those books. We have examined 
Radice S o 2.475 342 . 47 ep 2+ 428,039 the accompanying balance sheet and statement of income and charges and 
` Debe Ser "š SC? ] 040 349 20 16] E 116.029 fund increase which are in agreement with the books of account. 
Vauxhall M e gie "157 088 3 2 a 76 367 in our opinion and to the best of our Informacion and according to the 
Preferences iy 330 S16 6 82 + 63.453 explanations given us, the accompanying balance sheet gives a true and 
Ordinar SS eg 1,209,223 23 140 + 204.576 fair view of the state of che Fund's affairs as at December 31st, 1954, and 
Freehold Breas G ' the statement of income and charges and fund increase gives a true and 
Perey fair view of the transactions of the Fund for che year ended on that date. 
Mortgage .,. š 39,363 I 2 + 14,850 
DELOITTE, PLENDER, HASKINS & SELLS, 
Total ey . £5,252,281 100 455 + £903,314 Auditors. 
London, February 25th, 1955. 
Statement of Income and Charges and Fund Increase Balance Sheet as at December 3Ist, 1954 
for the year ended December 3ist, 1954 
1954 1953 
1954 1953 Assets £ £ 
Income £ É Investments at cost .. d S eg 5,252,281 4,348,967 
Contributions: Less Provisions for amortisation and for 
From Companies .. ye 25 br 727,664 629,359 depreciation of real property = 34,676 28,538 
From employees, under supplementary P — 
plan a he Ss Se Së 30,279 22,569 Investments, Net .. +š .. | £5,217,635 | £4,320,429 
Interest, Dividends and Rents on invest- The market value of quoted Investments, 
ments NN yë Si we sri 212,745 176,679 plus unquoted Investments at their book 
Underwriting commissions, less tax a — dl value of £325,956 (1953 — £243,898) was 
— P= £5,682,652 (1953 — £4,250,978). 
Total Income CR es Së £970,688 £828,648 Invéstment income receivable and accrued 47,182 43,774 
che Income Tax recoverable .. ER Si 10,759 9,201 
Charges Amounts due In respect of investment sales 4,217 Sen 
Pension payments ., des z; eg 60,299 48,905 Cash at Bank si eg ve i4 47,080 28,432 
Repayment of employees’ contributions, oe 
with [nterest, on cessation of member- Total Assets < ee nn | £5,326,843 | £4,401,836 
ship t. ae ae ee .. 1,558 2,866 Kagepe 
Net loss on sale of Investments (the [953 Deduct Current Liabilities: 
amount is after deducting £634 trans- Pensions payable . be Gg SC 515 — 
ferred from investment reserve) Sé 15,709 14,616 Employees’ contributions, with interest, 
Income tax on underwriting commissions repayable ue ae T Se 2 — 
for prior years .. es Gs ck — 113 income Tax gi A Se Se — 34 
Provisions: Amounts due in respect of investment 
For amortisation of premiums paid on purchases Ss ee ge 100,124 62,086 
redeemable investments (the 1954 — k 
amount is after deducting £2,290 re- Total Current Liabilities . A £100,641 £62,120 
versal of prior years provisions) .. 2,656 4,649 
For depreciation of real property Se 3,980 3,787 Net Assets, being amount of Pension 
Lech Fund at December 31st, 1954 .. .. | £5,226,202 | £4,339,716 
Total Charges... Si Se £84,202 £74,936 a 
increase in Fund for the year, being excess Notes. ° 
of income over charges... sa SH 886,486 753,712 I. There are contingent liabilities for 
Amount of Fund at beginning of year .. 4,339,716 3,586,004 uncalled capital amounting to £208,150 in 
be respect of certain of the bank and insur- 
Amount of Fund at end of Year ance shares held by the Fund. 
as per Balance Sheet .. .. | £5,226,202 | £4,339,716 2. As referred to in the Trustees Report 
Gegend accompanying these accounts, the latest 


Note. — The 1953 figures have been re- 
classified to conform to the 1954 classifi- 
cation. 


actuarial valuation of the Fund was made 
as of June 30th, 1954. 
3. The 1953 figures have been reclassi- ` 
` Red to conform to the 1954 classification. 1° 


_ 


d 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘The Principal, the Articled Clerk 
and the University’ j 


Sir, -I am sure that most university teachers of 
- accounting would agree with Mr S. V. P. Cornwell 
on the main point which he makes in his article on 
“The Principal, the Articled Clerk and the Uni- 
versity’ in your issues of May 7th and 14th. Although 
the originators of the ‘University Scheme’ perhaps 
thought that the normal procedure would be for an 
atticled clerk to be released by his principal to spend 
three years at a university and then to return and 
complete his articled service, ten years’ experience 
has shown that this is not generally the best way to 
operate the scheme. | 

From the point of view of the boy, almost every- 
thing points to his entering the university uncom- 
mitted by articles to join a particular firm, or even a 
particular profession. And there is an important 
financial argument which limitations of space, no 


doubt, forced Mr Cornwell to omit. The bargaining 


power of a young graduate, well equipped after three 
years spent in studying economics, accounting and 
law at the university, is vastly superior to that of the 


schoolboy fresh from school, when it comes to the’ 


settlement of the terms on which articles are to be 
entered into. I have known several young men leave 
the university after graduating, to resume articles on 
terms much inferior to those obtained by those of 
their contemporaries who had been wise enough to 
leave the signing of articles until after graduation. 
There ts no material saving of time to the boy who 
enters articles before coming to the university; and, 


as Mr Cornwell says, the other supposed advantages’ 
are largely illusory. Anyone who has the responsi- 


bility of giving disinterested advice to a prospective 


articled clerk proposing to go to a university cannot,. 


in my view, do other than urge him to leave the 
question of articles until his university career is 
drawing to a close. 


There is another aspect of Mr Cornwell’s article, 


which calls for comment. He draws, perhaps, too 
harsh a distinction between what he calls ‘the 
University Scheme proper’ and ‘independent gradua- 
tion’. The heart of the University Scheme is the 
provision by nearly all the universities (except 
Oxford and Cambridge) of an integrated course of 
studies in economics, accounting and law, leading to 
a degree. Its advantages are certainly not dependent 
upon the signing of articles before the course is taken. 
Indeed, one of the principal virtues which the 


scheme has been found to have in operation is its ` 


great flexibility. There is perhaps room for difference 
of opinion as to the best arrangement of study and 
training within the scheme. There is, however, no 
room for, difference of opinion as to the loss’ which 


the profession will suffer if it fails to recruit its due 
share of the country’s best talent, nearly all of which 
can now enjoy a university education. . 
Yours faithfully, 
DAVID SOLOMONS. 
University of London. 


‘The Inspector of Taxes Interrogates 
the Reluctant Informant’ 


Sir, -I always enjoy reading the stories by Mr 
Wilfred Tullett about interviews with the Inspector 
of Taxes that appear in The Accountant from time to 
time. : 

Our office staff has been very much puzzled by the 
interview reported in your issue of April 3oth. When 
the Inspector sent for Mr Glean, did his reference to 
‘back duty’ mean that the previous returns made: by 
Mr R. E. Tain were to be examined — the question 
being, how had he accumulated the sums forming the 
investments that were the subject of his conversation 
with the Inspector? 


D 


Yours faithfully, 
H. J. BOSTOCK. 
Director, 
Stafford. Lorus LTD. 


[Mr Tullett writes: Your correspondent has of course 
got the main point of the article. In the article, Mr Tain 
mentions that he had not paid a visit to the Inland 
Revenue offices before, which, in view of Mr Tain’s 
general attitude to tax matters, would raise a question 
in the Inspector’s mind as to why this gentleman with 
so much money invested had not claimed any repay- 


`: ment if nearly all his income was in taxed income, and 


also as to whether or not he had ‘avoided’ super tax 
and surtax. If Mr Tain had a lot of his income in 
investments which paid the interest gross, had he 
returned it to the Revenue. Also where did all his 
capital come from? The question also arises as to 
whether his ‘dabbles on the Stock Exchange’ had not 


‘become a source of income in such a way that he had 


made a ‘business’ of it.] i 
Valuation of Work in Progress: Overhead 
Charges Estimation 


Sir, — I am mystified by the last paragraph of Mr 
John Partington’s otherwise agreeable letter in your 
issue of April 30th, which reads thus: 

‘Finally, may I point out a strange implication in 
your correspondent’s arguments, namely, the idea 
that estimation should agree with subsequent 
actuality.’ 

In my experience, the even stranger implication of 
bankruptcy will inevitably follow in any business 
where estimation does mot agree with subsequent 
actuality. Ke 

The chief aim of budgetary costing and modern 
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industrial accounting is to ensure that estimation 
shall predict actuality as closely as possible. 
Yours faithfully, 
Birmingham. K. G. PALMER, A.C.A. 

R Depreciation , 
SIR, - As a book-keeper, I would like to raise the 
following query which puzzles me, regarding the 
balance sheets of public companies. 

Should not the amount charged to profit and loss 
account for depreciation be shown as a reserve and 
not as a deduction from the cost of the asset? The 
amount is in fact a reserve — Le. a retention out of 
profits to cover renewals of assets as need arises. 
This retention represents cash which is in fact being 
used in the business until it is spent on replacements 
and should be shown as a reserve and not as a write-off 
of asset value — thus creating a false impression of the 
asset value actually being used in the business. 

I should be glad to have the opinions of readers 
on this point of view. 

Yours faithfully, 

London, SET}. D. E. EVANS. 
[Depreciation deducted from the cost of an asset 
represents the diminution in value of that asset caused 
by wear and tear or by mere effluxion of time. It 
constitutes a reduction of profit (or an increase of loss). 
If the depreciation is properly estimated it does not 
create any false impression. Of course, if it is excessive, 
it does to that extent create a hidden reserve by 
causing the value of the asset to be understated. — 
Editor.} l 


Underwriting Accounts 


SIR,- As I have received conflicting opinions, I 
should be very glad to have the views of your readers 
as to the allocation between capital and income in the 
case of a’ deceased member of a syndicate. 

Death took place, say, on December 31st, 1951. 

Underwriting accounts for 1951 are, by custom, 
completed in 1953, and included in the profit of 
1951 underwriting is the taxed interest of 1951, 1952 
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and 1953, which is shown in one figure ‘below the 
‘Gross underwriting profit’. sët ; 

The balance of the underwriting account, including 
taxed Interest, is credited to the personal account of 
the deceased as “Share of underwriting account 
balance’. 

Below this in the personal account is an item 
described as ‘Interest (net) on reserve’, which is 
1953 interest on members’ own investments and 
obviously to be treated as income. 

I am anxious to know whether the share of under- 
writing account balance (of 1951 underwriting), 
although it includes interest of 1952 and 1953, should 
be treated as capital or whether the interest content 
arising after the date of death should be extracted 


and treated as income. Yours faithfully, 
SLEDE. 


Income Tax: the Standard Rate 
SIR, — On page sos of your issue of May 7th you 
state: 
‘No one whose income was wholly earned paid at 
the standard rate; he either paid at less than the 
standard rate, because of earned income relief, or 
at more than the standard rate.’ 
Would you please explain how any individual can 
pay at more than the standard rate, whether the 
income is wholly earned or not? 

A few lines below, I think the {110 is a printer’s 
error. Yours faithfully, 

Liverpool, 2. RICHARD T. GOLDING. 


[The statement quoted was from a speech made in 
the Debate. The Member was presumably referring to 


_the fact that while ‘earned income relief is not given 


on earnings above £2,025, an individual whose total 
income exceeds £2,000 has to pay surtax. Section 1 
of the Finance Act, 1955, imposes income tax at the 
standard rate of 8s 6d and ‘in the case of an individual 
whose total income exceeds £2,000, at the same higher 
rates in respect of the excess as were charged for the 
year 1953-54.” 

The figure of {£110 should have read £120. — Editor.] 


TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


In re David Bell Ltd ` 
In the Court of Session 
February 22nd, 1952 
(Before THE LORD PRESIDENT (Lord Cooprr)) 
Profits tax — Reduction of capital — New shares issued 
fully paid up — Share capital reduced ~ Petition for 
confirmation — Whether petition should be dismissed an 
ground that transaction was for avoidance of tax — 
Finance Act, 1947, Section 36 (T) — Companies Act, 
1948, Section 67. 
The company was incorporated on January 2rst, 
1921, and carried on the business of a seed merchant 


and seed grower. Its issued capital consisted of 
120,000 ordinary shares of {x each, all of which 
were fully paid. 

On September roth, 1951, the company’s capital 
was reduced from {£120,000 to £90,000 by returning 
to the shareholders 5s of the amount paid up on each 
share, and by reducing the nominal amount of each 
share from -{1 to rss. Thereafter, subject to this 
reduction being confirmed by the Court, and upon 
the reduction taking effect, the capital was increased 
to £120,000 by the creation. of 40,000 shares of rss. 
None of these shares had been issued. The reduction 
of capital was justified in the petition on the ground 
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that it had become apparent to the directors that the 
company was in possession of funds surplus to its 
trading requirements; and that the surplus funds 
could not be gainfully or usefully employed in 
furtherance of any of the company’s objects. 


On June 30th, 1951, the current liabilities of the 


company, including provision for current taxation, 
amounted to £39,394 16s, of which £27,367 145 2d was 
for current taxation, and £3,150 for dividend. The 
current assets stood at {196,124 1s 2d, of which 
£67,930 ros 8d was represented by cash. The 
business was a seasonal one, so that at times there 
was no cash balance. The return of the £30,000 to 
the shareholders would necessarily increase the 
extent to which the company might require banking 
accommodation, but the bank gave its consent and 
concurrence to the proposed reduction. The £30,000 
was to be returned to the shareholders in cash. In 
view of this factor and of the company’s financial 
position, the Court directed that Section 67 (2) of 
the Companies Act, 1948, relating to the rights of 
creditors to object to the proposed reduction should 
not apply in the present case. 

The Reporter, Sir Ernest Wedderburn, was of the 
opinion that the reduction could be confirmed, but 
paragraph 13 of his report was as follows: 

‘In view of your lordships’ judgment in the recent case 
of A. & D. Fraser Ltd, the Reporter feels that he has 

a duty to point out that the company could have made a 

cash distribution of £30,000 to shareholders without any 

reduction of capital, as the amount at credit of profit and 
loss account is largely in excess of that sum. Had this 
course been followed, however, it would have involved 
the company in increased liability for profits tax and might 
have involved shareholders in liability for surtax. In 
view of the decision of the Lords in the case of Westburn 

Sugar Refineries Ltd, your lordships may consider that 

this is not a reason for declining to confirm the reduction 

of capital.’ , 

Held, that the decision of the House of Lords in 
Ex parte Westburn Sugar Refineries Ltd ([1951] A.C. 
625) had removed any doubt created by the decision 
in In re A. & D. Fraser Ltd ([1951] S.C. 394); and 
that the reduction of capital should be confirmed. 


Commissioners of Inland Revenue v. Russell 
In the Court of Session 
March 8th, 1955 
(Before THe Lorp Present (Lord CLYDE), Lord 
Carmont, Lord RUSSELL and Lord Sorn) 
Income tax — Settlement on child — Daughter of settlor’s 
divorced wife by a previous marriage — Whether a 
stepchild — Finance Act, 1936, Section 21. 

The respondent granted a trust deed whereby he 
settled a trust fund for the infant daughter of his wife 
by a previous marriage. That marriage had been 
dissolved by a decree of divorce, and the husband 
was still alive. The Inland Revenue included the 
income from the trust fund in the computation of the 
respondent’s total income for surtax purposes. 

It was contended for the respondent that the word 
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‘stepchild’ in Section 21 (9) of the Finance Act, 1936, 
did not include a child of a former marriage which 
had been dissolved by divorce. The Special Com- 
missioners accepted this contention. 


Held, that the child was a ‘stepchild’ within the 
meaning of the section. ° 


The Butterley Co Ltd v. 
Commissioners of Inland Revenue 


In the Court of Appeal 
March roth, 1955 | 


(Before THe MASTER op THE Rote (Sir RAYMOND 
EversHED), Lord Justice JENKINS 
and Lord Justice Morris) 


Profits tax ~ Nationalization of coal industry — Cessation 
of colliery concern — Continuance of other businesses — 
Whether sums receipts of colliery concern or of other 
businesses — Whether sums income from investments or 
other property — Finance Act, 1937, Sections I9, 20, 
Schedule IV, paragraphs 7 (1), 8 - Coal Industry 
Nationalization Act, 1946, Sections 5, IO, Zo, 27, 
22, 23 — Finance Act, 1947, Sections 31 (I), 32, 43 
(T), 47 (1) — Transport Act, 1947, Section 32 (2) - 
Coal Industry (No. 2) Act, 1949, Section I. 

The appellant company carried on several distinct 
trades including that of coal-mining. On January rst, 
1947, its coal-mining trade vested in the National 
Coal Board under Section 1 of the Coal Industry 
Nationalization Act, 1946. The company received 
sums of money in the form of interim income pay- 
ments under Section 19 (2) of that Act, and in the 
form of revenue payments under Section 22 (3) of 
the same Act, and Section 1 of the Coal Industry 
(No. 2) Act, 1949, for the years 1947 to 1949. 

It was contended on behalf of the company that 
these payments formed part of the profits of its coal- 
mining business, and that as that business had ceased 
on January Ist, 1947, they were not assessable to tax. 
The company also contended that the sums were 
capital receipts and not revenue receipts. The Special 
Commissioners decided that the sums in question 
were not assessable to profits tax. 


Held (reversing the decision of Mr Justice 
Roxburgh), that the interim income payments were 
not chargeable to profits tax. 


Pattullo’s Trustees o. 
Commissioners of Inland Revenue 


In the Court of Session 
March 8th, 1955 


(Before THE Lorp Presipenr (Lord CLYDE), Lord 
CARMONT, Lord RusszLr, and Lord SORN) 


Income tax — Trade ~ Trustees realizing estate ~ 
Whether also carrying on a trade — Income Tax Act, 
1952, Schedule D, Case I. 


The deceased had carried on the business of a 
cattle feeder, and the business involved the making 
of contracts with farmers, under which they wintered 
the deceased’s cattle, he supplying.the feeding stuffs. 
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The deceased died during the currency of such 
contracts, and the trustees decided, in order to 
realizé the estate to the best advantage, to let the 
contracts continue. The trustees did not enter into 
any new contracts, but they purchased seventy-six 
additional cattle in order to consume the balance of 
the feeding stuffs on the farms where the deceased’s 
cattle had been wintered, and this was done to avoid 
the payment of compensation to the farmers for loss 
of manurial values. Payments of wages were made in 
the course of carrying out these wintering contracts, 
and additional feeding stuffs were purchased by the 
trustees to complete the fattening of some of the 
cattle. The final lot of cattle were sold in June 1952 
and the trustees received the profit yielded by the 
carrying out of the contracts and the sale of the 
cattle. The General Commissioners decided that 
the trustees were carrying on the business of trad- 
ing in cattle-feeding. 

Held, that the General Commissioners’ decision 
was correct. i 


Madras Electric Supply oe Ltd v. 
Boarland 


In the House of Lords . 
March rh, i955 


(Before Doi OAKSEY, Lord MACDERMOTT, Lord REID, 
Lord Tucker and Lord KEITH oF AVONHOLM) 


Income tax — Balancing charge — Sale of business to- 


Crown — Whether business discontinued — Whether 
Crown a ‘person’ ~ Sale as a going concern — Whether 
balancing charge can be made — Income Tax Act, 1918, 
Schedule D, Cases I and II, Rule rr (2) — Finance Act, 
1G26, Sections 3r, 32 — Income Tax Act, 1954, 
Sections 17, 57 (2), Schedule D, Cases I and IT, Rule 6 
— Income Tax Act, 1952, Section 63. 


The appellant company carried on the business of 
a supplier of electricity in Madras, and did so under 
licences granted by the Government of Madras. The 
licences contained an option for the purchase of the 
undertaking by the Government of Madras. This 
option was exercised, and on August 29th, 1947, the 
company sold the undertaking to the Government of 
Madras. It was conceded that the purchase by the 
Madras Goyernment was a purchase by the Crown. 

The purchase price of the undertaking was 
£1,611,437; and the Inland Revenue claimed to be 
entitled to make a balancing charge on the company, 
in the sum of about £850,000, pursuant to Section 17 
of the Income Tax Act, 1945. Tt was contended by the 
Inland Revenue that the year for which the balancing 
charge could be made was 1947-48, for which an 
assessment was competent on the actual profit of the 
- period from April 6th, 1947, to August 29th, 1947. 
On the other hand, it was contended on behalf of 
the company that no assessment in respect of that 
profit could be made, for the reason that Rule rr (2) 
of Cases I and II of Schedule D had no application, 
because the Crown was not a ‘person’ within that 
rule, and that the balancing charge fell to be assessed 
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for the following year; but that as the company was 
not trading in that year, no balancing charge could be 
assessed at all. 

‘It was also contended on behalf of the company 
that as the undertaking had been sold as a going 
concern, no balancing charge could be made. 


Held (affirming the decision of the Court of Appeal), 
that the Crown was a ‘person’ within Rule 2 of 
Cases I and II of Schedule D, and that, therefore, 
there had been a discontinuance of the trade on 
August 29th, 1947; that an assessment for the period 
from April 6th, 1947, to August 2gth, 1947, could be 
made, and that the assessment for the balancing 
charge could be made for the same period. 


Gunn v. Commissioners of Inland Revenue 


In the Court of Session 
March Oh, 1955 


(Before THE Lord Presipent (Lord Cen, Lord 
Carmont, Lord RussELL and Lord SORN) 


Income tax — Sale of farms — Entry at Whit-Sunday ~ 
Sale of crops at valuation — Accounting period in 
which sale took place. 


Shortly before Whit-Sunday, 1950, the appellant 
sold two farms with entry at that date. A portion of 
the total area of the farms was at that time sown with 
a crop; and it was a condition of the sale that the crop 
would be taken over by the purchaser at a valuation 

‘immediately before harvest’. The crop in question 
was duly valued and harvested, and the appellant 
received the price of the crop, £5,500, in December 


950. 
The appellant’s accounting period ended at May 


31st, 1950, and therefore covered the date of the 


purchaser’s entry. The appellant maintained that the 
£5,500 should not be brought into the accounting 
period ended on that date, but fell into the following 


„accounting period. The General Commissioners 


rejected this contention. 

Held, that the words ‘immediately before harvest’ 
in the sale agreement related to the time of the taking 
over of the crop by the purchaser and that, therefore, 
the bargain was that the crop was to be acquired by 
the purchaser immediately before it was harvested; 


and, accordingly that the £5,500 fell into the second 


of the accounting periods under consideration. 


McLuskey’s Trustees v. 
Commissioners of Inland Revenue 
In the Court of Session 
March 15th, 1955 

(Before THE Lorp PresipenT (Lord CLYDE), Lord 

CARMONT, Lord RusseLL and Lord Sons) 
Income tax.— Discovery — Report of omissions to 
Inspector — Additional assessments — Whether discovery 
made — Income Tax Act, 1952, Section 41. 

During his lifetime the deceased had traded as a 

scrap-metal and rubber merchant. His income tax 
returns were prepared by an accountant and his assess- 
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ments were based upon those returns. In the last year 
of the deceased’s life the accountant discovered a new 
source of income and he informed the Inspector of 
Taxes accordingly. After the deceased’s death his 
solicitors informed the accountant that the deceased 
had had a bank account, which had never been 
disclosed either to the accountant or to the Inland 
Revenue. The credit balance on this account was 
£11,000, and that sum could not be reconciled with 
the sums withdrawn by the deceased from his 
business account or with any other income of the 
deceased. 

On October agth, 1952, the accountant sent to the 
Inspector of Taxes the certified accounts of the 
business for the period from November Ist, 1951, to 
the date of the deceased’s death. These accounts did 
not bear the usual certificate, and in a covering letter 
the accountant informed the Inspector that he had 
requested the deceased’s solicitors to allow him to 
peruse the pass-book relating to the undisclosed 
bank account; and that he had been informed by the 
solicitors that all the deceased’s business transactions 
were recorded in the business bank book and that, 
therefore, the private account had no bearing on 
the matter. The Inspector of Taxes made additional 
assessments to income tax for the years 1946-47 to 
1951-52, and notices of appeal against the assessments 
were duly given. 

It was contended that in making the assessments 
under appeal the Inspector relied only upon hearsay 
evidence, and that he did not have proper information 
before him to justify the inference that the credit 
balance in the undisclosed bank account was a sum 
liable to income tax during the years in question. 
The General Commissioners decided that there had 
been a discovery for each of the years under appeal 
and that the additional assessments had been 
competently made. 


Held, that the General Commissioners’ decision 
was correct. 


Commissioners of Inland Revenue v. Hunter 
In the Court of Session 
March 16th, 1955 


(Before Tue Lorn Preswent (Lord CLYDE), Lord 
Carmont, Lord RussELL and Lord Sorn) 


Surtax — Partnership — Cash basis — Death of partner — 
: Sum representing share of profits earned — Whether 
deductible in computing total income for surtax — 
Whether annual payment — Finance Act, 1927, 
Section 38 (2). 

The respondent was a partner in a firm of solicitors. 
Profits of the firm were computed on the cash basis, 
and the accounts were made up as at March 31st 
each year. The contract of co-partnery provided 
that on the death of a partner his personal representa- 
tives should become entitled to the sums collected 
year by year, which represented his share of profits 
from work done during his lifetime. 
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One of the partners died on November 14th, 1949, 
but no notice of discontinuance was given under the 
proviso to Rule rr (1) of Cases I and II of Schedule 
D, and in the accounting period ended March 31st, 
1952, a sum was paid to the deceased partner’s 
executors in respect of his share of the profits from 
work done in his lifetime.-In computing the respon- 
dent’s total income for surtax purposes for 1951-52 
a sum was included representing his proportion of 
the income tax assessment made on the firm for that 
year. The respondent contended that his share of the 
sum paid to the executors of the deceased partner in 
the accounting period ended March 31st, 1952, should 
be deducted in computing his total income for 
surtax purposes. The Special Commissioners decided 
in his favour. 


Held, that the sums in question were not annual 
payments, and were not deductible for surtax 
purposes. 


McCash & Hunter v. 
Commissioners of Inland Revenue 


In the Court of Session 
March 16th, 1955 


(Before THE LORD PRESIDENT (Lord CLYDE), Lord 
CARMONT, Lord RussELL and Lord Sorn) 


Income tax — Continuing partnership — Cash basis — 
Death of partner — Sum representing share of profits 
earned — Whether this sum less expenses deductible — 
Income Tax Act, 1918, Schedule D, Cases I and I, 
Rule rx — Finance Act, 1926, Section 32. 


The appellants carried on a practice as solicitors 

in partnership, and made up their accounts as at 
March 31st every year. By clause rs of the contract 
of co-partnery the representatives of a deceased 
partner were entitled to receive year by year sums 
representing the deceased’s share of unrealized 
profits, as at the date of his death, accruing in the 
year in question. 
- One of the partners died on November 14th, 1949, 
and the surviving partners continued to practice 
under the same name, and no notice was given under 
the proviso to Rule rr (r) of Cases I and II of 
Schedule D. The profit and loss accounts of the 
firm were on a cash basis, as were also the firm’s 
computations for income tax. The appellants appealed 
against the joint assessment for 1952-53, and con- 
tended that, in arriving at the profit of the firm for 
the accounting period ended March 31st, 1952, for 
tax purposes, there should be deducted an amount 
representing the share of the receipts (less expenses) 
of the period, which was ascribable to the deceased 
partner for work carried out by the firm in his life- 
time, and paid over to his executors. The Special 
Commissioners decided that the deduction claimed 
was inadmissible. 


Held, that the Special Commissioners’ decision 
was correct. 
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FOR STUDENTS 


INSTITUTE RECOMMENDATIONS 


No. II. War Damage Contributions, Premiums 
s and Claims 


Recommendation II of The Institute of Chartered 
Accountants in England and Wales was published on 
December 12th, 1942. The subject-matter, as is indi- 
cated by the title, is contributions, premiums and 
claims under the War Damage Act, 1941 (as amended). 

The vast majority of these claims have now been 
settled, and it is not considered necessary for students 
to be conversant with the content of this Recommenda-~ 
tion as the subject has largely lapsed by effluxion of 


time. . 
COST ACCOUNTING 
Bad Debts 


The inclusion of bad debts as an item of indirect 
expenditure on production is a matter which raises 
controversy in the profession from time to time. 

Many cost accountants maintain that bad debts are 
essentially exceptional losses which must be borne if 
and when they arise. Obviously, provisions therefore 
may be made in the financial accounts, but these 
accountants maintain that the losses have no place under 
any heading of indirect expenditure for costing purposes, 

A contrary view is sometimes expressed by other 
cost accountants, who maintain that bad debts are as 
much a part of selling expenses as travellers’ commis- 
sion, or the cost of advertising. 

Between these two extreme views there are many 
possibilities for a middle course, and before deciding 
whether or not bad debts should be treated as an item 
of indirect expenditure, consideration should be given 
to the particular facts of each case. 

If the bad debts incurred by a company are fairly 
consistent from year to year, being sundry small 
debtors who default on their obligations, it is quite 
reasonable to treat an average sum as constituting an 
item of indirect expenditure, and to include this in 
the calculations of selling expenses per product. 

Some students imagine that no company should 
suffer bad debts unless the debtors concerned are 
bankrupt; in practice it is found that small debts 
are frequently better forgotten than pursued by legal 
remedies, since the time and expense consumed by the 
‘chasing’ of debtors is often greater than the benefit 
of any cash that may be received from them. 

In some companies, however, bad debts are the 
exception rather than the rule, and it may be found 
that for several years not a penny has been lost through 
any bad debt arising, whilst in one year several 
thousand pounds may have to be written off as being 
irrecoverable. In these cases it can hardly be claimed 
that bad debts are an item which should enter the 
computation of selling expenses for costing purposes, 
and they are better treated as a direct loss in the period 
in which they occur. 

Summarizing, therefore, it may be stated that the 
inclusion of bad debts in cost accounts is a question 
that depends entirely upon the facts of the case. If a 
fairly regular amount is incurred annually, there is 
much to be said for including this item in the overhead 
expenses, but if the losses are erratic they should be 
disregarded on the grounds of equity and simplicity. 


BANKRUPTCY LAW 


Reputed Ownership 


Section 38 of the Bankruptcy Act, 1914, contains the 
rules relating to reputed ownership of goods; alterna- 
tively, it is often referred to as the ‘Order and disposi- 
tion clause’. 


The clause refers to: 


‘All goods being at the commencement of the bank- 
ruptcy in the possession, order or disposition of the 
bankrupt in his trade or business, by the consent and 
permission of the true owner under such circumstances 
that he is the reputed owner thereof; provided that things 
in action other than debts due or growing due to the 
bankrupt in the course of his trade or business, shall not 
be deemed goods within the meaning of this section.’ 


Goods which are covered by the foregoing provisions 
do not belong to the bankrupt, but they may be claimed 
by the trustee in bankruptcy as if they were goods of 
the bankrupt. In practice, this means that the whole 
value of the goods is available for the purposes of the 
trustee, and the true owner must prove in the bank- 
ruptcy for their value, and receive dividend accord- 
ingly on this sum. 

It is important to notice that certain conditions 
must be fulfilled before the goods can be claimed by 
the trustee. In the first place, the goods must be in 
the possession, order or disposition of the bankrupt. 
This does not necessarily mean that they must be, say, 
in the bankrupt’s shop, as it has been held that it is 
sufficient if they are in the possession of a servant of 
the bankrupt, or if the goods are at a warehouse under 
the control of the bankrupt. 

Secondly, the goods must be those normally used, or 
sold, in the bankrupt’s business. Thus, a radiogram at 
the private house of the bankrupt cannot be claimed 
under this section if it is being purchased under a 
hire-purchase arrangement. The legal principle behind 
this clause is that the goods must be such as may 
possibly have given to customers or creditors, rightly 
or wrongly, an indication that the bankrupt is a man of 
substance. Thus, if one should enter a shop and see 
lavish showcases, one might be entitled to presume 
that the property in these goods vested in the bankrupt, 
who was the shopkeeper. 

The third provision is that the goods must be held 
in such circumstances as that the bankrupt appears 
to be the true owner. Thus, many cash registers are 
purchased on hire-purchase terms, as are motor-cars, 
and the fact that a bankrupt shopkeeper had one of 
these items among his equipment would not necessarily 
render them goods within his reputed ownership, as it 
is now common trade custom for such goods to be 
purchased on hire-purchase terms. 

The goods must be held by the bankrupt with the 
consent and permission of the true owner. If the true 
owner has made a request for the goods to be returned 
before the commencement of-bankruptcy, the goods 
cannot be said to be held by the bankrupt with the 
consent and permission of the true owner, and the 
trustee in bankruptcy will ‘therefore not be entitled 
to these goods. 

It will be realized that goods which fall under the 
reputed ownership clause will often incur the true 
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owner in considerable loss and, although this may 
appear at first sight to be unreasonable, this is not 
always necessarily the case, since the object of the 


clause is to discourage owners of goods from assisting 


other people to gain credit fraudulently, by implying 
that they are men of substance. 

With many of the mechanical items of equipment in 
commerce today it may be found that the equipment is 
rented by the trader; in such cases it is usual to find a 
plate affixed to the machine in a prominent position, 
indicating that the machine is the property of the 
suppliers. The plates are apparently intended to be an 
indication to the public that a bankrupt is not the 
reputed owner thereof, and it would seem that they 
are successful in this purpose; accordingly, should the 
trader go bankrupt, the supplier will be entitled to the 
return of the machine and will not have to prove in 
the bankruptcy for its value, and thereby possibly have 
to accept in settlement a small dividend. 


ACCOUNTANCY 


Trial Balance 


A trial balance is always a precedent to preparing a 
set of accounts from books kept on double entry 
principles. 

To prepare a trial balance the balances on all 
individual accounts are summarized and the total 
debits compared to the total credits. If the books 
have been properly and accurately kept, the debits 
should equal the credits, and although this is prima 
facie proof of arithmetical accuracy, it does not 
mean that there can be no errors in the accounts and 
records leading up to the trial balance. There are, in 
fact, three main classes of errors which are not dis- 
closed by a trial balance, these being errors of omission, 
errors of commission, and compensating errors. 

Errors of omission are those errors which arise 
through no entry being made in respect of a certain 
transaction. For instance, if a sale of goods is made 
and this transaction is not recorded anywhere, the 
records will be inaccurate, but such inaccuracies will 
not be revealed by the trial balance, which will never- 
theless balance. 

Errors of commission are those errors which arise 
from a failure to understand properly the principles 
of book-keeping and the most common example of 
such errors of commission is where an item of new 
plant is debited to repairs to plant account and not to 
plant account. Similarly, if a sum is received from an 
insurance company in settlement of a claim for damage 
to a motor-car, this receipt should be posted to the 
credit, not of insurance premiums ‘accounts, but of 
repairs to motor vehicles account. 

Compensating errors are those where arithmetical 
inaccuracies have occurred, and two or more of these 
have cancelled themselves out. An example of this 
might arise where the sales day book was undercast by 
ros and a posting to the debit of an expense account 
was also underposted by ros. Errors will then occur 
both in the amount of sales recorded and in the ex- 
penses recorded, but Being equal and opposite errors, 
they will not appear in a trial balance. 

Errors of the foregoing classes, not being disclosed 
in a trial balance, can only be found as a result of an 
investigation and checking, in part at least, of the 
records leading up to the trial balance. 

A trial balance is both useful and neeessary as- a 
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precedent to final accounts, but its importance in the 
sphere of auditing must not be overrated, since before 
a balance sheet or profit and loss account can be 
certified as being ‘true and fair’, far more than arith- 
metical accuracy is required. 


GENERAL COMMERCIAL KNOWLEDGE 
Stags 


A ‘stag’ is a person who applies for shares in a new 
issue, hoping that on receiving an allotment he may 
dispose of this at a quick profit. 

When a new issue is to be made, the i issuing house, 
the board of directors, and the company’s brokers 
agree the issue price on terms which they believe, 
through their experience, will be just sufficiently 
below the expected market price to make the shares 
attractive, compared with similar concerns, to the long- 
term investor. These terms are also, naturally, attract- 
ive to the stag. 

It is usual to find, on a new issue of shares, that the 
whole of the purchase price is not payable on applica- 
tion. Subject to 5 per cent of the nominal account 

of the shares being then paid (Section 47 (3), Companies 
Act, 1948), there are no statutory directions on this 
matter. 

A stag, therefore, seldom pays the whole of the 
purchase price. Since dealings in the new shares 
generally commence as soon as the letters of allotment 
have been sent to successful applicants, a stag may 
soon recoup his outlay and his profit, if any, by selling 
such shares on the stock exchange. 
` The successful stag, therefore, will, when he con- 
siders a good premium assured, apply for more shares 
than he would be able to do if the issue were originally 
fully paid. Obviously, the heavier the over-subscrip- 
tion, the smaller will be the allotment available to 
each applicant. Frequently, to discourage the stags, 
it will be found that larger applications are more 
drastically cut down than small ones; for example, 
applicants for fifty £r shares may receive a full 
allotment, whilst at the other end of the scale, appli- 
cants for 5,000 £1 shares may receive only one-tenth 
or even less of their application. Even then, in cases of 
very heavy over-subscription, it is necessary to hold a 


„ballot in order that every allotment may be of a market- 


able amount of shares or stock. 

The manner in which allotment is made following 
over-subscription is, subject to the company’s articles, 
at the discretion of the directors, and in practice one 
finds that preference is usually given to ok share- 
holders. . 

If a stag Is successful, it Is sometimes uken as an 
indication that the terms on which the issue was made 
were unduly favourable, and that consequently the 
company could well have asked more for the shares 
being allotted and received a greater sum of money 
therefore. Whilst this is true, some consideration must 
also be given to the fact that terms of issue must be 
decided many weeks before the applications are re- 
ceived, and in the case of a sudden change in political 
feelings, world markets, or even the Bank rate, the 
terms of issue may, overnight, become more or less 
attractive to the investing public. If such incidents 
occur shortly before the issue is placed on the market, 
obviously it is seldom practicable for the issuing 
company to attempt to vary the agreed terms of issue. 
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THE INSTITUTE OF ` 
CHARTERED ACCOUNTANTS IN IRELAND 


° SIXTY-SEVENTH ANNUAL MEETING 


The sixty-seventh annual meeting of The Institute of 
Chartered Accountants in Ireland was held in the 
Dawson Hall, 42 Dawson Street, Dublin, on Saturday, 
May 7th, 1955. Mr Patrick Butler, F.c.a., was in the 
chair, and the following members were present: 


Mr F. Cleland, Vice-President; Messrs H. E. A. Addy, 
G. E, Cameron, A. E. Dawson, G. Francis Klingner, R. E 
McClure, H. Trevor Montgomery, R. P. F. Olden, P. J. 
Purtill, J. Walker, and D. McC. Watson, Members of Council; 
and Messrs E. W. C. W. Bailey, K. Boyce, K. Briscoe, 
G. Brock, T. Butler, P. J. Byrne, R. Caldwell, L. G. 
Chance, M. Conlon, R. N. Crawford, N. Crowley, J. 
Doolan, P. A. Duggan, J. Fogarty, H. H. Forsyth, D. M. 
Foster, J. D. Hollwey, J. Johnston, W. J. Johnston, P. 


EXTRACTS FROM THE 


In course of his presidential address, Mr Butler 
said: 
Membership 


The membership of the Institute is approaching the 
one thousand mark, having reached at December 31st, 
1954, a total of 921, an increase of 43 over the total 
membership at December 31st, 1953. Approximately 
67 per cent of our members are Associates not in 
Practice, most of whom occupy positions of varying 
degrees of responsibility in industrial, commercial and 
administrative fields. This is an indication of the 
remarkable development of the accountancy profession 
in recent times, and a recognition that the system of 
training and examination provided for by the regula- 
tions of the Institute enables our members to acquire 
the requisite experience and knowledge to occupy 
those positions with a high degree of competence and, 
in many cases, with distinction. 


Preliminary Examination Syllabus 


As envisaged in the:Council’s report for the year 1953, 
revision of the syllabus for the Preliminary examina- 
tion was completed during the year 1954 and the 
revised syilabus will take effect from and including the 
examination to be held in November 1955. The 
complete text of the revised syllabus was reproduced 
in the September issue of The Accountant Irish 
Supplement. One of the principal changes is the 
widening of the scope of the English paper. 


Bye-laws 


At a special general meeting held on November 6th, 
1954, and adjourned to November 24th, 1954, the 
revised bye-laws, with a number of minor amendments, 
were approved, and the approval was confirmed at a 
special general meeting held on December 17th, 1954. 
‘They have now been presented to the Government of 
the Republic of Ireland and to the Privy Council of 
Northern ‘Ireland, and when they have been allowed 


Lavelle, H. W. Lewis, R. C. Lewis-Crosby, T. D. Lorimer, 
W. J. McHugh, E W. McDowell, J. C. Magowan, J. A. 
Milliken, J. R. Morton, J. J. Murphy, M. W. Murphy, 
S. J. Muldowney, R. W. F. Newport, J. C. Oakes, G. W. 
O’Brien, W. J, O’Neill, P. S. O’Nualiain, W. S. Orr, J. J. 
Patterson, F. H. Pim, D. W. Pratt, S. H. Polden, J. E. 
Price, H. W. Robinson, W. L. H. Rodden, P. J. Rosney, 
D. N. Rowe, J. Sedgwick, C. F. Smith, D. C. Telford, 
A. W. Warnock, G. L. M. Wheeler and W. F. Woodworth, 
with Mr Wm. Edmiston Crawford, Secretary and Treasurer, 
and Mr H. Stevenson, Joint Secretary, in attendance. . 

Apologies for absence were received from: 

Messrs J. Bacon, A. Stanley Boyd, Hugh Boyd, W. C. 
Gardiner, J. Graham, S. H Laughlin, S. Lilburn, J. 
Malone and H. Meharg. 


PRESIDENT’S ADDRESS 


by both these legislatures they will come into operation 
as the bye-laws of the Institute. 

For a considerable time past it has been evident 
that a number of the existing bye-laws required revision, 
notably those governing the size and the composition 
of the Council; the procedure and composition of the 
Investigation and Disciplinary Committees; and the 
regulations regarding articled clerks. It was also 
evident that the Institute could not continue to function 
satisfactorily without an assured annual surplus 
sufficient to enable it to build up a fund to meet 
contingencies, and the subscriptions have accordingly 
been increased to an extent which it is hoped will 
enable this to be done. 

It is appropriate that I should, in this context, 
express the thanks of the Council to all those members, 
and they are in the vast majority, who have paid the 
voluntary increase of 50 per cent each year since they 
were requested to do so in 1947. 

A very important provision in the new bye-laws is 
that under which it is possible that a maximum of six, 
or one-third, of the extended Council may be Associate 
members. Many of our members who are not in 
practice possess the talents and have acquired the 
prestige which would make them valuable additions 
to the Council. The presence of such men on the 
Council would remove the mistaken impression that 
the Council pays too little attention to the interests 
of members not in practice. While this change was 
welcomed by the members, and is one which should 
be of value to the Institute, nevertheless, bearing in 
mind the provisions of the Charter regarding conditions 
of training and examifation as qualifications for 
membership, it is essential that a substantial majority 
of the Council must be practising members. 


Company Law Reform 


The Committee on Company Law Reform set up by 
the Attorney-General of the Republic of Ireland has 
completed its deliberations and a report on its 
recommendations is in the course of preparation. . 


May 21st, 1955 


Accounting in Relation to Changes in the 
Purchasing Power of Money 


In my address to the annual meeting last year I said 
that it was the intention of the Council to issue a 
memorandum on this subject. A memorandum was 
prepared but owing to pressure of other urgent matters, 
particularly in connection with the revision of the 
bye-laws, its final form was not fixed. In the meantime 
the problem appeared to have become less urgent with 
the return of a certain measure of stability and it was 
not considered necessary to make a special pronounce- 
ment on the subject. 

For the information of members the main conclusions 

arrived at by the Council were as follows: 

(1) Depreciation based upon the original cost of the 
assets should continue to be treated as the normal 
charge in the trading and profit and loss account. 

(2) Such appropriation of profits as will meet the 
estimated increased cost of replacing wasting assets 
should be made to reserve, such reserve to be suitably 
described and shown separately in the balance sheet. 


District Societies 


The committees of the district societies deserve the 
best thanks of the Council, and indeed of all the 
members of the Institute, for the work they are doing 
in providing a meeting-ground for lectures, talks and 
debates on subjects of interest to the profession, thus 
promoting a spirit of corporate membership without 
which the Institute cannot flourish and progress. A 
practising member cannot adequately fulfil his duty 
to his articled pupils unless he is a member of his 
district society and makes himself aware of what the 
committees are doing to provide or suggest courses of 


. study for students, and to afford them opportunities of 


training themselves to acquire a facility in the expression 
of their views by encouraging them to speak before 
their fellow students and in the presence of sympathetic 
and understanding seniors. Some students take the 
view that attendance at lectures and debates which 
have no direct bearing on examination work is a waste 
of time. This is a great mistake. No student should 
neglect an opportunity of acquiring a knowledge of the 


wider aspects of the profession which he is training. 


himself to enter, and the number of occasions upon 
which he can avail himself of such opportunities is not 
so great that it will interfere with the overriding neces- 
sity for private study. 


Taxation, Extra-Statutory Concessions 


During the past year representations were made to 
the Revenue Commissioners in Dublin through the 
Chief Inspector of Taxes for the periodic publication 
of extra-statutory concessions as is done in Great 
Britain. These representations are being considered 
by the Revenue Commissioners. 


Mr Crawford’s Retirement 


The news which was conveyed to you in my circular 
letter of February 22nd, 1955, that Mr Crawford did 
not wish his name to,go forward to this meeting for 
re-election as Secretary and Treasurer of the Institute 
was, I feel sure, received by you with as much regret 
as it was received by the Council. Successive presidents 
have paid well-deserved tributes to the unselfish 
devotion and loyalty with which Mr Crawford has 
served the Institute during the long period of twenty- 
seven years for which he has held the’ position of 
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Secretary and Treasurer. I take this opportunity to 
endorse these tributes and to express my warmest 
personal thanks to Mr Crawford for the advice and 
help which he so generously gave me during my term 
of office as President. Although Mr Crawford was 
frequently engaged on other matters, he neyer allowed 
these to interfere with his work for the Institute. It is 
not an exaggeration to say that he gave an enormous 
amount of time and attention to the work in connection 
with the revision of the bye-laws. His vast experience 
and accurate knowledge were invaluable to the 
Committee which was set up to deal with the revision 
work. 

The Council has appointed Mr William Stuart Orr, 
B.A., LL.B., A.C.A., as whole-time Secretary. I am sure 
Mr Orr will have the good wishes and encouragement 
of all the members of the Institute in the difficult 
task of maintaining the high standard set by Mr 
Crawford. 

Discussion 

Mr J. J. Murphy, a.c.a., Dublin, having congratulated the 
President on his address, referred to the original cost of the 
premises as shown in the balance sheet and inquired as to 
the circumstances in which the further sum of £1,500 had 
been expended during the year on the acquisition of a 
superior leaseholder’s interest. The President having 
explained that the Council had acted on legal advice when 
the opportunity arose on the death of the leaseholder, the 
resolution for the adoption of the report and accounts was 
put to the meeting and ‘carried unanimously. 


ELECTIONS 


Co-options and Elections to the Council 


The co-option of Mr G; E. Cameron, F.c.a., and Mr 
R. E McClure, F.c.A., to the Council during the year 
was confirmed unanimously on the proposal of Mr 
H. Trevor Montgomery, seconded by Mr P. J. Purtill. 

The four retiring members of the Council, Messrs 
F. Cleland, P. J. Purtill, J.: Walker, and D McC. 
Watson, were declared re-elected on the proposal of 
Mr R. N. Crawford, seconded by Mr D. W. Pratt, no 
other nominations having been received. 


Election of President 


Mr Frank Cleland, F.c.a., Belfast, was unanimously 
elected President for the ensuing year on the proposal 
of Mr P. Butler, seconded by Mr Addy. Mr Cleland 
thereupon took the chair and thanked the members for 
the honour they had bestowed upon him. 


Election of Vice-President 


Mr G. Francis Klingner, F.c.a., Dublin, was unani- 
mously elected Vice-President on the proposal of 
Mr James Walker, seconded by Mr J. C. Oakes. 


Officers 


Mr Hugh Stevenson, ¥.c.a., Belfast, was unanimously 
elected Joint Honorary Secretary and Treasurer on the 
proposal of Mr D. W. Pratt, seconded by Mr D. McC. 
Watson. 

The appointment by the Council of Mr William 
Stuart Orr, B.A., LL.B., A.C.A., Dublin, as whole-time 
Secretary was unanimously confirmed on the proposal 
of Mr Cleland, seconded by Mr Klingner. 

The Auditors, Mr James Graham, Belfast, and Mr 
H. H. Forsyth, Dublin, were unanimously re-elected 
on the proposal of Mr H. Trevor Montgomery, 
seconded by Mr J. D. Hollwey. 
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MEMBERS’ NOTICES OF MOTION 
Presentation of Examination Certificates 


Mr G. M. Wheeler proposed, and Mr C. F. Smith 
seconded, the following resolution which was passed 
unanimously, the President, Mr Cleland, having given 
his persondi views on the matter, which he said had 
already been under consideration by the Council: 
‘That Council should explore the possibility of 
formally presenting certificates to candidates who have 
passed the Final examination at a special meeting or 
meetings to be held for this purpose, either in Dublin 
only or in different centres according as to whether or 
not the numbers justify the holding of such meeting 
or meetings in different centres.’ 


Recommendations on Accountancy Principles 


A resolution in the following terms was passed 
unanimously on the proposal of Mr G. M. Wheeler, 
seconded by Mr C. F. Smith, after discussion in which 
Messrs N. M. P. Crowley, P. S. O’Nuallain, P. J. 
Purtill, and W. L.. H. Rodden took part: e 


“That Council should from time to time issue to 
members recommendations on accountancy principles.’ 


Registration of Accountants 


On a show of hands, only six members voted in favour 
of the following resolution propcsed by Mr M. Willis 
Murphy, seconded by Mr J. C..Magowan, which was 
accordingly declared lost. The members who spoke 
on the motion were Messrs Cleland (President), 
Muldowney, Chance, Brock, O'Neill, Dawson, Purtill, 
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J. J. Murphy, R. N. Crawford, Crowley and Wheeler: 


‘That a special committee be established by the 
Council of The Institute of Chartered Accountants in 
Ireland, for the purpose of examining the Bill entitled 
“Registered Accountants Bill, 1927” introduced to the 
Senate of Soarstat Eireann in 1927. That a report be 
submitted by that Committee to a general meeting of the 
Institute prior to October 31st, 1955, on the feasibility 
of having legislation enacted in the area of the Republic 
of Ireland on the lines of the 1927 Bill, and on the 
amendments which might be necessary in the Bill, in 
order to ensure its passage through both Houses of the 
Oireachtas.’ 


System of Election to the Senate 


With the approval of his seconder (Mr N. M. P. 
Crowley), Mr C. F. Smith withdrew the following 
resolution following discussion in which Messrs 
Muldowney, Pratt, Klingner, Cleland (President), 
Wheeler, Bailey, Patterson and Watson, took part: 
“That the Institute should in collaboration with the 
other cultural nominating bodies, take active measures 
to have amended the present unrepresentative system of 
election to the Senate of the Republic of Ireland.’ 


Votes of Thanks 


Before the conclusion of the meeting very sincere votes 
of thanks to the outgoing President (Mr P. Butler) 
and Secretary (Mr Crawford) for all their services to 
the Council and the Institute were carried with 
acclamation as was also a vote of thanks to the new 
President (Mr Cleland) for the manner in which he 
had presided at the meeting. 


QUARTERLY MEETING OF THE COUNCIL 


The quarterly meeting of the Council of the Institute 
was held on May 6th in Dublin. 


Attendance 


The President, Mr P. Butler, F.c.a., was in the chair; 
and there were also present 

Messrs F. Cleland (Vice-President), H. E. A. Addy, G. E. 
Cameron, A. E. Dawson, G. F. Klingner, R. E. McClure, 
H. Trevor Montgomery, R. P. F. Olden, P. J. Purtill, and 
D. McC. Watson, with the Secretary, Mr Wm. E. Crawford, 
and the Joint Secretary, Mr H. Stevenson, in attendance. 

An apology for absence was received from Mr 
James Walker. 


Fellowship 


Captain Edward William Cecil Worner Bailey, M.C., 
Beliast, applied for and was admitted to Fellowship. 


Examinations 


It was reported and noted that 167 entries had been 
received for the examinations commencing on May 
17th, thus: 





Inter- 
mediate Final Total 
At the Dublin Centre .. 66 48 114 
At the Belfast Centre ee, 25 28 53 
QI 76 167 


Council of Education (Eire) 
A memorandum prepared by a committee appointed 


for the purpose was considered and approved containing 
the views of the Council for submission to the Council 
of Education in the Republic of Ireland in response 
to an invitation from that body which had been asked 
by the Minister for Education ‘to advise as to the 
curriculum which should be followed in recognized 
secondary schools as a condition for the payment of 
grants to these schools’. 


Exemption from the Preliminary Examination 


Further consideration was given to the standard 
required by the Institute in the leaving certificate 
examination of the Department of Education of the 
Republic of Ireland for exemption from the Institute’s 
Preliminary examination, which had been under 
review at a previous meeting. It was decided that the 
standard should be modified and in future be as 
follows: 

‘The honours leaving certificate provided that it 
includes a pass (at least) in mathematics and honours in 
English.’ ; 

It was also agreed that in future university certificates 
of exemption from their matriculation examinations 
should not necessarily be accepted as conferring exemp- 
tion from the Institute’s Prelinïnary examination. 

Dinner 
The ‘northern’ members of the Council were appointed 
a committee to make the arrangements for an Institute 
dinner in Belfast on either November 24th or December 
1st next, with power to co-opt. 
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LIVERPOOL SOCIETY 
OF CHARTERED ACCOUNTANTS 
EIGHTY-FIFTH ANNUAL GENERAL MEETING 


The eighty-fifth annual general meeting of the Liver- 
pool Society of Chartered Accountants was held last 
Monday, following a luncheon attended by fifty-four 
members. Mr E. T. Denton, B.A., F.c.A., President of 
the Society, was in the chair. 

The report of the committee for 1954 shows a year 
of considerable progress. There were four meetings; 
two series of lectures for Intermediate students and 
two for Final students, and, in addition, two courses of 
four lectures each for newly-articled clerks. Two 
residential courses were again organized in conjunction 
with the Manchester Society, with a total attendance 
for Intermediate and Final students of 126. 

The reports of the Chester and North Wales Branch 
and the South Lancashire Branch are incorporated in 
the Society’s report; both also show continued activity. 


THE PRESIDENT’S ADDRESS 
In the course of a full address, Mr Denton said: 


A Year of Considerable Progress 


“The year has, I think, been one of, considerable progress. 
You will see that the membership of our Society, inclusive 
of branch members, has risen by 55, equivalent to a 10 per 
cent increase, and if one goes back two years the increase 
has been from 477 to 613, an increase of over 28 per cent. 
This is most satisfactory and is, I think, a sign of the 
interest now being taken by our members in, and a recogni- 
tion by them of, the valuable work now being undertaken 
by the Institute and by this Society and its branches. 
(Applause.) 

“This interest undoubtedly has been stimulated by the 
informative address given by Mr MacIver, the Secretary of 
the Institute, at the summer course last year.! I draw atten~ 
tion to this increase because, as some of you may not be 
aware, our grant from the Institute, which is a substantial 


contribution towards the expenses of our library and all - 


the facilities at Fenwick Street, is on a per capita basis and 
it is largely due to this membership increase that we are 
able to show such a satisfactory financial result this year.’ 


He continued: 


The Autumn Meeting in Southport 


‘During the past year, your committee invited the 
Institute to hold the next autumn meeting in our area and 
as you now all know, its venue is Southport. This is a great 
honour for our Society and I am sure that that pleasant 
town will make a popular appeal to members and I hope that 
many local members will come to the functions in Southport, 
even though there may not be accommodation for all of 
them to stay in that town. The Autumn Meeting General 
Purposes Committee and the subcommittee appointed to 
organize the meeting now have arrangements well in hand.’ 


Mr Denton referred to the nomination of Alderman 
R. R. Bailey, F.c.a., as Lord Mayor of Liverpool for 
the ensuing year, and said that he had promised his 
support to the Conference. The President went on: 


Oldest of the District Societies 
‘The subject which is foremost in our minds just at the 


1 “The work of the Institute’, reproduced in The Accountant 
dated December 4th, 11th and 18th, 1954. 


moment is the celebration of the seventy-fifth anniversary 
of The Institute of Chartered Accountants in England and 
Wales. We in Liverpool can be proud of the fact that the 
first society of accountants in England was formed in this 
city. Our Society — the oldest, therefore, of the district 
societies — is some ten years older than the Institute and it 
was our Society, together with those started in London, 
Manchester and Sheffield, which was instrumental in 
assisting in the formation of the Institute.’ 


Taxation Treatment of Provisions for 
Retirement: Self-employed Persons 


‘We now find ourselves’, he continued, ‘in the throes of a 
general election and, of course, whilst all accountants are 
grateful for the relief granted from what is now an almost 
intolerable burden of taxation, those in practice must feel 
some disappointment that in the recent Budget there is no 
sign of progress in regard to the taxation treatment of 
provisions for retirement in relation ro self-eraployed 
persons....’ 


Management Accounting Course 


“You will of course recollect that the Institute published 
last year a short pamphlet entitled Management Accounting 
and also be aware that in his presidential address at the 
seventy~fourth annual general meeting held a few days 
ago, the President, Mr Donald V. House, urged members to 
take an active interest in this important subject. Our. Society 
hopes to hold in the autumn or early in 1956 a management 
accounting course and I do trust that as many of our mem- 
bers as can spare the time to do so will attend and make 
this first venture of ours in this field a success.’ 


The President then paid a tribute to the work of 
their Council representatives, Mr A. D. Walker and 
Mr G. F. Saunders, and of the members of their 
regional Taxation and Research Committee (which 
has now held its rooth meeting), especially Mr E. N. 
Macdonald, the new Chairman, and Mr C. P. Turner 
who has just completed seven years as chairman, both 
of whom are members of the main Taxation and 


, Research Committee. 


Mr Denton concluded his address with tributes to 
the officers of the Society and expressed gratitude to 
Mr Cecil C. Taylor, F.c.a., the Hon. Secretary. 


Elections 


The following were elected members of the tommittee: 
Messrs E. N. Macdonald, p.r.c., F.c.A., William Rose, 
T.D., A.C.A., and E. T. Denton, B.A., F.C.A. 


Vote of Thanks to President 


A hearty vote of thanks to the President was proposed 
by the Immediate Past-President, Mr W. P. Scowcroft, 
A.C.A., and was received with loud applause. Mr Denton 
suitably replied. 

Election of Officers 


The following officers were elected for 1955-56 at a 
meeting of the committee held last Wednesday: 


President: Mr E N. Macdonald, p.¥.c., F.C.A. 
Vice-President: T. A. Macfarlane, B.A., F.C.A. 
Hon. Treasurer: Mr J. F. Allan, F.c.a. 

Hon. Secretary: Mr C. C. Taylor, J.P., F.c.a. 
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NOTES AND NOTICES | 


The Accountant Business Efficiency 
Supplement 
A sixty-page Business Efficiency Supplement, printed 
in two colours on art paper, will be included free with 
each copy of next week’s issue of The Accountant. 

The Supplement will be a feature of especial 
interest and value in view of the 1955 national 
Business Efficiency Exhibition which opens in 
Olympia, London, on Monday, June 6th, and will 
continue until June 16th. 

The Supplement will contain many articles 
describing and illustrating accounting machines and 
other aids to efficiency in the ofice. Some of the 
equipment described is new; some may be familiar 
to readers, though it may be found that machines 
which readers thought they knew well have yet 
greater possibilities and versatility. 

A number of the articles will be actual case studies 
of specific installations, and in all of them the points 
which are of special interest to the accountant will 
have particular attention. 

A leading article will outline the evolution of 
mechanized accounting from the earliest times, and 
the Supplement will also contain a special message 
from the President of The Office Appliance and 
Business Trades’ Association, and a ‘key’ to the 
stands at the exhibition. 


The Institute of Chartered Accountants in 
England and Wales 
The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on May 4th, 1955, who com- 
pleted their Fellowship or Membership before 
May ryth, 1955. 
Associates elected Fellows 
Allen, Henry Charters; 1928, A.C.A.; (Lind & Co) and 
(*Feakins, English & Co), 338 Streatham High Road, 
London, SW16, and at Croydon and Dewsbury; also at 
Hove, (*Feakins, English & Co). 
Black, Lionel; 1947,-A.C.A.; ‘Freshfields’, The Rise, 
Sevenoaks, Kent. 
Bowyer, Leslie; 1938, A.C.A.; (Bayley, Wood, Cave & Co), 
` Clarence Buildings, 2 Booth Street, Manchester, 2. 
Bromhead, Ralph Sidney; 1929, A.C.A.; 33 Bruton Street, 
London,* Wr; Also (*Bromhead, Foster & Co) and 
(*Evans,. Davies & Co), 36 Dover Street, London, Wr. 
Cocke, Leslie John; 1937, A.C.A.; (Cocke, Vellacott & Hill), 
` 16 Berkeley Street, London, Wr. ` 
Dicker, .Geoffrey Seymour Hamilton, M.B.E., T.D.; 1950, 
- A.C.A,; (Lovewell Blake & Co), 2 South Quay, Great 
Yarmouth, and at Lowestoft and Norwich. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 





56 VICTORIA STREET, LONDON, SWI 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT.& MACHINERY, Etc. 


Fine, Philip; r950, A.C.A; (*Lubbock, Fine & Co), 6 ` 
Little Russell Street, London, WCr. 

Goddard, Victor Albert Scott; 1949, A.C.A.; (C. T. Moore 
& Co), Adelaide House, London Bridge, London, ECA. 

Herring, Jahn Matthew, Ip: 1928, A.C.A.; (J. M. Herrin 
& Co), 26 Silver Street, Durham. 

Jackson, Eric Napier; 1950, A.C.A.; (Arthur Clark, Bates 
& Co), 8 Gower Street, Derby. 

Jeffery, Thomas; 1950, A.C.A.; (C. F. Burton & Co), 5 
Queen Street, London, EC4. 

Luxton, Cyril; 1947, A.C.A.; (Rawlinson, Greaves & 
Mitchell}, Netherwood Chambers, ra Manor Row, 
Bradford, 1. 

McKenzie, Ronald; 1947, A.C.A.; (McKenzie & Co), 28A 
Devonshire Street, London, Wr. 

Morris, Gordon Alec James; 1950, A.C.A.; (*Hill, Vellacott 
& Co), Law Courts Chambers, 33~34 Chancery Lane, 
London, WC2z2, and at Cambridge and Deal; also at 
Belfast and Downpatrick (*Hill, Vellacott & Bailey). 

Outhwaite, William Francis; 1939, A.C.A.: (John C. 
Dawson & Co), The Red House, Duncombe Place, York. 

Rivett, Bernard William; 1939, A.C.A.; (Myers, Davies & 
ce. 259-264 Salisbury House, London Wall, London, . 


2. 

Sisson, John Hamilton; 1947, A.C.A.; (Toy, Campbell & 
Co) and (Maddox, Petter & Co), Ling House, Dominion 
Street, London, EC2; also at Twickenham (Maddox, 
Petter & Co). 

Taylor, Edmund Peter Dalzell, V.R.D.; 1035, A.C.A,; 
(*Allan, Charlesworth & Co), 26 North John Street, 
Liverpool, 2. 

Walton, Harold Goodwin, MA: 1949, A.C.A.; (Walton, 
Watts & Co), Chancery Chambers, 55 Brown Street, 
Manchester, 2. 

Wood, Thomas George; 1936, A.C.A.; (Ashworth, Mosley 
& Co), Midland Bank Buildings, Spring Gardens, 
Manchester, 2, and at Blackburn. i 


Former Members Readmitted to Membership 
Currie, Arthur, with Dearden, Gilliat & Co, Croxley 
House, 14 Lloyd Street, Albert Square, Manchester, 2. . 
Law, Albert, (Ludley Warriner & Co), 35 North End, 
Northallerton, Yorkshire. 


London and District Society of Chartered 
Accountants | 
The annual general meeting of the London and 
District Society of Chartered Accountants will be 
held next Tuesday, at 6 p.m. at the Institute, 
Moorgate Place, EC2. 


Research Lecture at Incorporated 

Accountants’ Hall 
Professor F. Sewell Bray, F.C.A., F.S.A.4., Stamp- 
Martin Professor of Accounting, will deliver a public 
research lecture entitled ‘Accounting dynamics — IIP 
at Incorporated Accountants’ Hall, Temple Place, 
Victoria Embankment, WC2, Wednesday next, May 
25th, at 6 p.m. 






Telephone: Victoria 2002 (3 lines) 
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Personal 


Messrs THomson McLintocxk & Co, Chartered 
Accountants, of 216 West George Street, Glasgow, 
C2, announce that Mr Harotp E. BORLAND, C.A., 
has retired from the partnership as from April 30th, 
1955- 

‘Messrs H. L. Frangs & Co, Chartered Account- 
ants, announce that their practice is now being 
conducted from 65 Atlantic Chambers, 7 Brazennose 
Street, Manchester, 2, and 15 Shawdene Road, 
Northenden, Manchester. 

Messrs R. Groves & Co, Certified Accountants, of 
37 Harley Street, London, Wr, announce that they 
have admitted as a partner Mr V. 8. CRAIG, F.C.A., 
as from April 25th, 1955. The style of the firm 
remains unchanged. 

Messrs Jonn Kine & Son, Incorporated Account- 
ants, of Addison Chambers, era Wallgate, Wigan, 
announce that as from May 23rd, 1955, the style of 
the firm will be changed to JoHn Fairnurst & 
TYRER. 

Mr Derek H. THOMAS, F.c.A., hitherto practising 
in partnership under the style of W. A. HENDERSON 
& Co, of g Clement’s Lane, EC4, has resumed practice 
under his original style of COULTHARD, THOMAS & 
Son, Chartered Accountants, at Hastings House, 
ro Norfolk Street, London, WC2. 


Professional Notes 


Mr Eric Denton, A.S.A.A, A.C.1S., has been 
appointed secretary of Herbert Whitworth Ltd 
following the resignation of Mr H. J. Tierney, C.A. 

The following appointments have been announced 
by the British Motor Corporation: Mr S. J. Wheeler, 
J-P., F.C.W.A., becomes joint secretary with Mr W. 
Hobbs; and Mr E. J. Wilson, a.c.a., and Mr E. W. 
Pedlow, a.c.a., have been appointed assistant 
secretaries; Mr E. H. Goddard, F.C.A., A.S.A.A., 
becomes overhead costs accountant, and Mr G. H. 
Butler, a.c.a., has been appointed chief accountant 
of the Corporation’s Service Department. 


The Bristol and West of England Society of 
Chartered Accountants 


-The annual meeting of The Bristol and West of 


England Society of Chartered Accountants was held 
on April 2gth when the following officers were elected 
for the ensuing year: 

President: Mr W. F. Curtis, F.c.A. 

Vice-President: Mr À. F. B. Ham, F.c.A. 

Hon. Secretary: Mr R. A. Chermside, F.c.a., Albion 
Chambers, Small Street, Bristol, 1. 

Hon. Treasurer: Mr C. H Young, F.c.A. 

Hon. Librarian: Mr E. A. Harris, F.c.a. 
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Hospital Accounts 


The National Health Service Acts, 1946 to 1952, 
provide for the preparation of summarized accounts 
of regional hospital boards, boards of governors 
of teaching hospitals, executive councils and the 
Dental Estimates Board. The accounts,for 1953-54 
were published this week.1 The National Health 
Service (Scotland) Acts, 1947 to 1952, make similar 
provision for Scotland and the accounts for that 
country were also published this week.” 

Perhaps the most striking things in these publica- 
tions are the remarks of the Comptroller and Auditor- 
General on losses by fraud. One hospital board of 
management in Scotland lost nearly £6,000 over a 
period of more than two years ended in October 
1953 through misappropriations of cash receipts by 
a cashier. He manipulated the records to show a 
gradually increasing total of outstanding debtors and 
also issued receipts from receipt books improperly 
acquired. His activities were discovered as a result of 
an investigation undertaken after auditors from the 
Ministry of Health had drawn attention to the fact 
that he had taken no annual leave in recent years. 

In another case in Scotland a clerk and finance officer 
to an executive council embezzled some £8,000 
over a period of four years from 1949. He obtained 
the signature of a member of the finance committee 
to blank or incomplete cheques, inserted his own 
name as payee, and paid them into his own bank. 
Being notified in advance of the visits of the auditors 
he was able to inflate the council’s bank balance to 
the amount which it should have been according to 
the accounts. This he did by paying in a cheque 
drawn on his own account. Before it was cleared he 
paid into his own accounts one of the irregular 
cheques referred to. 

In England, £5,535 in cash was stolen from a 
hospital management committee. It had been left 
in a steel cupboard the keys of which were left in a 
desk drawer in the same office. The keys of the hut 
in which the office was situated were left overnight 
on the top of a cupboard in an adjoining hut which 
was not locked. The loss was discovered in February 
1952, but in July 1954 it was found that disciplinary 
action against the officers responsible for these lax 
arrangements, decided on in May 1952, had not 
been carried out. ° 

The Comptroller and Auditor-General stresses 
the persistence of weakness in stores accounting. In 
view of the inadequate inventories kept, he says, no 
reliance can be placed on the record of losses noted 
in the accounts. 


1H.C.P. 135, H.M.S.0., 2s. 2 H.C.P. 136, H.M.S.O., 1s 6d. 
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Chartered Accountants’ Centenary 


Messrs Mellors, Basden & Mellors, and Mellors, 
Basden & Co, Chartered Accountants, of Nottingham, 
Manchester and London, recently celebrated their 
centenary. 

In 1854 Rebert Mellors, at the age of 19, entered 
into partnership with William Taylor and practised 
under the name of Taylor & Mellors, Accountants, in 
Toll Street, Nottingham. In 1860, William Taylor 
retired and Robert Mellors, who had become an 
associate of the Society of Accountants in England in 
1872, continued the practice in his own name until 
1878 when he was joined by Duncan Frederick 
Basden, the name of the firm being changed to 
Mellors & Basden. In 1880, both partners were 
admitted to membership of the Institute. In 1887, 
Thomas Galland Mellors, son of Robert Mellors, 
` became a partner in the firm and its name was 
changed to Mellors, Basden & Mellors. Thomas 
Galland Mellors was a member of the Council of the 
Institute from 1907 to 1942 and was President in 
1924-25. The firm moved to its present premises, 
x King John’s Chambers, Bridlesmith Gate, Notting- 
ham, in 1883. 

In 1890, Duncan Frederick Basden moved to 
London, and carried on the practice at 33 St Swithin’s 
Lane, London, ECz, under the style of Mellors, 
Basden & Co. In 1919 the practice was transferred to 
its present premises, Portland House, 73 Basinghall 
Street, London, EC2. | 


Women Chartered Accountants’ 
Dining Society 

The annual general meeting of the Women Chartered 
Accountants’ Dining. Society and the members’ 
dinner will be held on Saturday, June rh, at 
Crosby Hall, Chelsea, London, SW3; inquiries should 
be addressed to the Hon. Secretary, Miss M. Fox, 
A.C.A., Messrs Howard, Howes & Co, Norfolk House, 
Norfolk Street, Strand, London, WC 

- The dinner will be preceded by a sherry party to 
which women articled clerks are cordially invited. 
Those wishing to attend should write to Miss J. 
Laidlaw, A.C.A., c/o Messrs Barber & Co, 2 Finchley 

Road, London, NW8. 


President of the American Institute 
for 1955-56 Nominated f 
Mr John H. Zebley, jun., c.p.a., of Philadelphia, 
has been nominated President of the American 
Institute of Accountants for rgss—s6. | 
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Mr Zebley has been a partner in the firm of 
Turner, Crook and Zebley of Philadelphia since 
1928, and has served as Vice-President of the Insti- 
tute and as chairman of its committees on State 
legislation, independence of accountants, co-opera- 
tion with the S.E.C. and of the Board of Examiners. 

The nomination will be submitted to the Insti- 
tute’s annual meeting in Washington, D.C., next . 
October. 


SEVENTY-FIVE YEARS AGO 
From (he Accountant op May 22ND, 1880 
INSTITUTE OF CHARTERED ACCOUNTANTS IN 
ENGLAND AND WaALES.—We understand that the 


Charter has now been received, and is dated 11th 
May, 1880. 


Extract from leading article entitled 


ACCOUNTANTS’ SOCIETIES ON BANKRUPTCY 
AMENDMENT (NI? 

Prior to noting the remarks of accountants on the 
remaining clauses of the Bankruptcy Bill of the late 
Government, it may be as well to explain that we have 
not regarded the subject of these documents as 
materially affected by the fact that a new Par_iament 
has been elected, and a new Government formed, 
since they were issued, because they are expressions 
of the views held by experts as to certain principles 
which must necessarily form part of any measure of 
bankruptcy reform, quite irrespective of the politics 
of the administration under which it may be pro- 
posed. ... 


NEXT WEEK 


A free sixty-page 
BUSINESS EFFICIENCY 
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THE ACCOUNTANT 


GEE AND CO (PUBLISHERS) LIMITED 


27-28 BASINGHALL STREET, LONDON, EC2 
Monarch 5347 








ROYAL 


ASSURANCE : 





EXCHANGE 


INCORPORATED A.D. 1720 


VVVVYVVVVYVVVYVVYVVVYYVVYVVVYVYVY 


Accountants are 
invited to apply for the 
Corporation ze Agency. 


Leap Orrice: ROYAL EXCHANGE, Lonpon, Branches throughout the Country. 











KAAAAAAAAAA 





MAY 28TH, 1955 


CONTENTS 

Leading Articles Page 

Reports on -Accounts: An 

Institute Statement 593 

The Society’s Year 594. 

Business Efficiency 595 

Finance Act, 1955 — IT 596 
Special Articles 


Accumulations of Income 
by R. Buchanan-Dunlop, 
I B.A. 597 
North American Comment- 
ary- LXI 
by Kenneth F. Byrd, M.A. 
B.Sc.{Econ.), A.C.A., C.A. 
(S.A.), Professor of Account- 
ing, McGill Oniversity, Mon- 
treal 598 


Lecture 
Electronic Computation: 
Practical Examples of its 
Uses for Management 
by B. B. Swann, Computer 
Division, Ferranti Ltd 600 


Weekly Notes 605 


Finance and Commerce 607 


The Accountant Annual 
Awards 
Winners of the 1955 Awards 
Announced 609 
Taxation Cases 610 
Correspondence rr 


Reports on Accounts of Sole 

Traders and Partnerships 
Statement by the Council of 
The Institute of Chartered 
Accountants in England and 


Wales 612 
The Society of Incorporated 
Accountants ` 

Seventieth Annual General 

Meeting 613 
Notes and Notices ’ 617 


Crossword for Whitsun 


Compiled by B. W. Jones, 
B.Com. 620 


Business Efficiency Supplement 


The Accountant = 





ESTABLISHED 1874 
VOL, CXXXII, NO. 4197 


REPORTS ON ACCOUNTS 
AN INSTITUTE STATEMENT 


N another page of this issue we reproduce a statement 
which has just been issued to members by the Council of 


The Institute of Chartered Accountants in England and 
Wales on the wording of reports on accounts of sole traders and 
partnerships. 

The first cardinal point to be observed is that the accountant 
should indicate the significance of his association with every set of 
accounts prepared or audited for clients who are not subject to 
statutory requirements in this respect. This may be done by means 
of a statement on the face of the accounts or by a reference thereon 
to a separate report made to the client. The Council deprecates 
the practice adopted by some accountants of issuing accounts 
innocent of any such means of identification in folders imprinted 
with their name and qualification. The extent of the accountant’s 
responsibility for financial statements in this format might well be 
over-estimated by third parties to whom they were made available, 
with unfortunate consequences. 

The terms of the report or statement to be made by the account- 
ant, the Council suggests, depend on circumstances, but it is 
emphasized that if he has been appointed as auditor, he should 
state that he has audited the accounts and should express an 
opinion as to the truth and fairness of the view they present, 
subject to any reservations he may feel called upon to make. If, as 
is more likely, he has been asked to prepare the accounts, he 
should say that he has done so and should then give the opinion 
that the reliability of the accounts is determined by the circum- 
stances and that the association of his name with them does not 
imply any greater degree of accuracy. If, for example, the account- 
ant has undertaken certain auditing checks when preparing the 
accounts, he might state that the accounts in question present a 
true and fair view subject to such qualifications as might be implied 
by the limits of his check, by the inadequacy of the basic records, or 
by the omission of certain work on the client’s instructions. 

Official guidance in these matters will doubtless be welcomed in 
many quarters. The task of finding the right form or formula for 
each individual case when few are exactly alike is not always easy. 
The natural desire to please one’s client by making his accounts 
as definitive as possible seems at times to be quite incompatible 
with the overriding professional obligation not to deviate from 
the strict and, it may be, unpalatable truth. 
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THE SOCIETY’S YEAR 


accounts and extracts from the report of 

the Council of The Society of Incorporated 
Accountants for the year 1954. Elsewhere in this 
issue we report fully on the proceedings of the 
seventieth annual general meeting of the Society, 
held in London on Tuesday of last week, at which 
the report of the Council and the accounts were 
unanimously approved. These record another year 
of progress and consolidation. 

The membership of the Society as at Decem- 
ber 31st, 1954, was 10,334, an increase during 
the year of 356. During the twelve months 
covered by the report, 643 articles were registered 
and 707 bye-law candidates were enrolled. These 
numbers indicate that the membership of the 
Society is likely to rise even higher in subsequent 
years, particularly as the percentage of examina- 
tion passes improved in 1954. In the Intermediate 
examination, 667 of the 1,499 candidates passed, 
a percentage of 45 as compared with 38 in 1953. 
In Part I of the Final examination, 38 per cent of 
the candidates were successful as against 34 per 
cent in 1953, and in Part II the corresponding 
rates were 66 and 64. Of those who took Parts I 
and II at one sitting, 25 per cent passed in 1954 
and 24 per cent in 1953. 

The Society’s income and expenditure account 
for 1954 showed a deficit of £182 as compared 
with a surplus of {£2,701 for the previous year. 
Although the aggregate income from all sources 
rose by about Zooo, the increase in expenditure 
amounted to nearly £3,600. The accumulated 
fund now stands at £105,637. 

The Council’s report on the Society’s research 
work, carried out under the direction of the 
Stamp-Martin Chair of Accounting, makes 
impressive reading, and Proressor F. SEWELL 
BRAY, F.C.A., F.S.A.A., 18 to be congratulated on his 
selfless efforts to make this particular aspect of 
the Society’s activities a success. During 1954, 
the Council awarded the first Stamp-Martin 
scholarship and it should be noted that applica- 
tions for the second award have to be submitted 
to the Secretary not later than June 30th of this 
year. The object of these scholarships is to enable 
selected present or future members of the Society 
to undertake or continue a course of university 
study. 


T HREE weeks ago, we reproduced the 


In his presidential address to members at this 
year’s ‘annual general meeting, Mr BERTRAM 
NELSON, J.P., F.S.A.A., reflects on the changes in 
the pattern of British industry and commerce 
and on their effect on the accountancy profession. 
He instances what he calls ‘three areas of turbu- 
lence’. The first of these is the trend towards the 
formation of large industrial units through nation- 
alization, amalgamations and mergers. The second 
is the distortion of business policy caused by 
taxation, both direct and indirect, and by the 
existence of restrictive practices and international 
trade barriers. The third ‘area’ is the field of 
technological development, particularly electronic 
accounting. 

The statistics which the PRESIDENT quotes 
from Dr J. B. Jerrreys’ book Retail Trading in 
Britain, 1850-1950, reviewed in these columns 
earlier in the year,' to illustrate the growth of 
multiple shops and departmental stores, should 
point a clear moral to every accountant. ‘The 
economy of this country was founded and has 
prospered on individual enterprise and it is 
essential that the small trader of today — who may 
be the tycoon of tomorrow —should not be 
crowded out by powerful, impersonal combines. 
To him, and what he stands for, the eccountancy 
profession can be of inestimable value. The 
financial accounts presented to him should be as 
comprehensive and comprehensible as possible 
and should be so designed as to enzble him to 
formulate policy. Although the average trader 
has not the resources to employ experts con- 
tinuously, whatever occasional services he re-— 
quires should be rendered promptly. How to do 
all this and yet preserve the balance of its own 
economy is a challenge which the accountancy 
profession has constantly to meet and must con- 
tinue to overcome if it is to preserve its high 
reputation as ‘guide, philosopher and friend’ to 
all levels of industry and commerce. 

‘The PRESIDENT’S second area of turbulence — “ 
the harm done to industry by oppressive taxation 
and by trade restrictions — is a perennial problem. 
At the annual general meeting of the Society 
last year, the PRESIDENT’s predecessor in office, 
Mr Percy Barrowc irr, F.S.A.A., deplored the 
country’s taxation policy which is so geared as to 


1 The Accountant, January 15th, 1955. 
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make the provident habit of personal capital 
formation and accumulation virtually impossible. 
His remedy was twofold — to curtail Government 
expenditure drastically and to reduce direct taxa- 
tion so that marginal saving and investment might 
be encouraged. This year, Mr NELSON calls for 
a comprehensive reform of corporate taxation, 
purchase tax and estate duty as well as a campaign 
against all barriers and restrictions inimical to 
trade. As long as distributable profits are sub- 
stantially affected by these factors, industries 
which are essential to the economic well-being 
of the country may be seriously handicapped 
while other and more ephemeral types of busi- 
nesses, of relatively little value to the national 
interest, may prosper. 

Mr NELSON notes that the Government in 
recent years has inclined towards the use of 
double-entry book-keeping in the preparation of 
such statements as ‘Estimates of national income 
and expenditure’ (Cmd. 9423). We ourselves 
have long advocated that the nation’s accounts 
should be drawn up on a thoroughly realistic 
basis so as to identify and define clearly profit 
and loss, capital and revenue, and assets and 
liabilities. The intermittent financial crises, as the 
PRESIDENT points out, indicate how narrow is the 
margin in the national economy between success 
and failure. It is, in consequence, folly to use 
other than the most scientifically accurate form of 
accounting in striking the balance. 

The rapid advance in technological develop- 
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ments — the third ‘area’ to which the PRESIDENT 
refers — has such tremendous possibilities that its 
real significance tends to become obscured. 
Mr NELSON very sensibly reminds us that elec- 
tronic accounting is no more than a new way of 
handling figures. It does not alter the essential 
principles of accounting although it will doubtless 
revolutionize existing auditing procedures. 
There is no reason, therefore, why the profession 
should not adapt its curriculum to cover these 
changes in accounting techniques. 

In conclusion, Mr NELSON emphasizes that 
while maintaining the basis of a broad liberal 
education, the Society’s examination syllabus is so 
developing that more emphasis is being placed 
on the interpretation and the use of accounts. 
He suggests that, as fewer than half of those who 
enrol eventually pass the Final examination, the 
time may have come for the Society to take greater 
responsibility for educating as well as examining 
candidates. The subjects which make up the 
syllabus may have to be reconsidered, text-books 
may have to be revised and more attention may 
have to be paid to ‘the training of judgment and 
the formation of style’. This proposal deserves 
serious consideration. Education, said HERBERT 
SPENCER, has for its object the formation of 
character. It follows, therefore, that by super- 
vising more closely the examination preparation 
of its candidates, the Society is likely. to increase 
not only the quantity but also the quality of its 
future members. 


BUSINESS EFFICIENCY 


T° commemorate the 1955 Business 
Efficiency Exhibition, which opens at 
Olympia, London, on Monday, June 6th, 
we have much pleasure in presenting a sixty-page 
Supplement with this issue. It is not for us to 
eulogize its contents, but we feel certain that our 
readers will derive much pleasure and not a little 
entertainment frem reading the wide range of 
authoritative articles in its pages as a preliminary 
to visiting the Exhibition. If the Supplement 
helps to make those who stand a little in awe of 
mechanical accounting systems more familiar 
with their attributes and advantages, then its 
purpose will have been fully served. 

‘The Exhibition — the largest display of office 


equipment yet assembled — will include everything 
from the latest type of electronic computer to a 
gadget for removing staples from documents. Its 
main purpose in the past has been to demonstrate 
how efficient office appliances can help both to 
reduce costs and to improve output. This year, 
its scope has been extended to illustrate how 
certain equipment may be adapted and used as a 
means to stimulate factory production. The 
Exhibition will occupy an area of over 150,000 
square feet and the 120 leading firms in the trade, 
who will be represented, are even now getting 
ready to welcome the many thousand visitors, 
from the DUKE oF EDINBURGH to the inquiring 
office boy, who are expected to attend. 
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FINANCE ACT, 1955—II 


Reduced Rate Relief 

N Section 2 (7) the opportunity has been 

taken to redraft the wording of the reduced 

rate provisions in Section 220 of the Income 
Tax Act, 1952, in a slightly less repellent form. 
As a result, there has been a considerable im- 
provement. The provisions are now little more 
than half as voluminous and at the same time 
are easier to comprehend. 

Section 3 (1) gives the Act’s short title, while 
Section 3 (2) provides as usual that it shall be 
construed as one with the Income Tax Acts, i.e. 
broadly speaking that it and the other Income 
Tax Acts are to be read and construed as one 
Act. Section 3 (3) contains the usual provision 
that any reference in the Act to other Acts is to 
be construed as a reference to those other Acts 
as amended by subsequent Acts ‘except so far 
as the context otherwise requires’. 


Examples 
Three practical examples of the working of the 
new rates and allowances are given below (ignoring 
national insurance contributions). 


Example I — Small income relief 
A.’s income is £330, of which £90 is earned. He is single. 
1954-55 1955-56 
£ £ £ £ 
. , 330 330 
Earned income relief 


(2/9ths) .. .. 20 . 20 
Personal relief . 120 140 














— I4O — 160 

Taxable income £190 £170 
s d £s d 

£100 at 2s 6d . I2 10 o f60atas3d 615 o 


£90 at ss . 2210 O fr110 at 4s 9d 26 2 6 
£35 ° o £32 17 6 


Maximum liability under sy, ‘marginal’ provisions. 

















Notional tncome 250 300 
Earned income relief 
(2/gths) .. .. 56 67 
Personal relief 120 140 
176 — 207 
Taxable income £74 £93 
£ s d s d 
£74 at 2s 6d 9 5 o £60atasad.. -615 o 
£33 at4sod.. 716 9 
LA II 9 
a/sths (£330-£250) 32 o o g/2oths 
(£330-£300) 13 ro o 
Maximum liability £41 5 o £28 r 9 
Actual liability £35 o o £28 I 9 


Example II — Marginal age relief 
B., a widower, has an income of £870, all unearned. 








1954-55 1955-56 

£ £ 
87o 870 
Personal relief Gg Š 140 
£750 £730 
s d £ s d 
fiooatas6d .. 1210 o (Z6óoat2s3d.. 615 O 
£150 at ss 37 10 o /rsoat4sod.. 35 12 6 
£150 at 7s 52 10 o frsoatOsqd.. 50 r2 6 
£350 at 9s .. 157 10 o £370 at 8s6d.. 157 5 o 
£260 o o £250 5 o 





Maximum liability under the ‘marginal’ provisions. 








600 
Age relief (2/gths) 134 134. 
Personal relief .. 120 140 
— 254 — 274 
Taxable income .. £346 £326 
s d £ s d 
frooatas6d .. 1210 o £6oatzs3d.. 615 O 
£150 at 5s - 3710 o f£r1s0at4gsod.. 35 12 6 
£,96 at 75 .. 33 12 0 £116at6sod.. 39 3 o 
83 12 o 81 ro 6 
Add 
3/sths (£870— 5/8ths (£870 — 
£600) .. 162 o o £600) .. 168 15 O 
Actual liability {245 12 o £250 5 6 


This is one of the rare cases where the net effect of the 
various changes is actually to increase the tax parable. 


Example IH — Wife’s reduced rate relief 


C. earns £1,080 a year and his wife £270. She also has an 
annuity of £500. 














1954-55 1955-56 
: £ o£ £ £ 
Wife’s earnings 270. 270 
Less 
Earned income re- 
lief (2/9ths) .. 60 60 
Wife’s earned in- 
come relief . 120 140 
— 180 — 200 
Taxable income .. £90 £70 
£o at 2s6d .. £ır 5 o K/Z6oat2ssd.. £6 15 o 
froatgsod.. 2 7 6 
£ £ £ 
Remaining income 1,580 1,580 
Less 
Earned income 
relief (2/gths) 240 240 
Personal relief 210 240 
—— 450 —— 480 
Taxable income £1,130 | £1,100 
frooatas6d .. 1210 o f6Ooatasad.. 615 o 
“£150 at er 37 10 o £rsoat4sod.. 35 12 6 
£150 at 7s §2 10 O GES at Dr od, 50 I2 6 
£730 at gs 328 10 o £740 at 856d... 314 10 o 
Tax on wife’s 
earnings, as 
above Ir 5 o 9 2 


Total liability 


th 
Š 
un 
O 
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ACCUMULATIONS OF INCOME 


by R. BUOCHANAN-DUNLOP, B.A. 


MATTER which causes considerable 

difficulty today in the drafting of settle- 

ments — particularly settlements on infant 
children — is the question of accumulation of 
income to enable it to be conserved for the 
benefit of the children without rendering it the 
income of the settlor for the purposes of surtax, 
or resulting in a passing of property for estate 
duty on his death. 

The difficulty arises because there are only 
two periods of accumulation allowed by Section 
164 (1) of the Law of Property Act, 1925, which 
are available in the case of inter vivos dispositions; 
these are the life of the settlor, and the minority 
or respective minorities of any person or persons 
who, under the limitations of the settlement 
would, for the time being, if of full age, be 
entitled to the income directed to be accumu- 
lated. The second of these alternatives is only 
applicable to a very limited class of settlement 
and certainly not to the normal discretionary 
trust, which is the most popular form of settle- 
ment today. 

In the vast majority of cases, therefore, the 
only period available is the life of the settlor. 
In Scotland, where accumulations are still gov- 
erned by the Accumulations Act, 1800, popularly 
known as “Thellusson’s Act’, the same periods 
are available though there are dicta to the effect 
that the first period, i.e. the life of the settlor, 
applies to all znter vivos deeds directing accumula- 
tion (see Union Bank v. Campbell ([1929] S.C. 
143) and Stewarts Trustees v. Stewart ([ro27] 
S.C. 350)), so that it may be that the settlor has 
no alternative in that country. 

It follows that where the question of estate 
duty is an important consideration, there is no 
period which can — in these majority cases — 
safely be used, for although it is probably true 
that the mere cesser of a power to accumulate 
with nothing more is not sufficient to raise a 
charge to estate duty, this has never been decided 
and in any event such a bare cesser is not often 
found. The inclusion of such a power conse- 
quently leaves an uncertainty which is far from 
satisfactory. š 

One is therefore limited in practice'in such a 
case, to a power to accumulate for a period of 
five years or the life of the settlor whichever is 
the shorter, i.e. the statutory period during which 
a gift is liable for estate duty in any, event. This 


period is not, of course, sufficient wkere the dis- 
cretionary class comprises children of the settlor 
all of whom will be infants outside the five-year 
period and, in such a case, it is necessary to 
include at least one adult member in the class. 
This partly destroys the discretion during the 
years in which the income has to be paid to the 
adult and in any event fails to fulfil the settlor’s 
intentions. 


Three Alternatives 

There are, however, three alternative ways of 
dealing with this rather vexed problem, none of 
which are at present very widely used. The first 
is to create a composite trust whereby the 
trustees are to hold the trust fund upon trust to 
pay or apply all or any part of the income to or 
for the benefit of the members of a discretionary 
class, which can be a wide though clearly-defined 
class and can include the childreg, and to hold 
any income not so paid or appli A the named 
children in equal shares with a proviso’that the 
trustees may, instead of paying or applying all or 
any of such income to any child, accumulate it 
during the minority of such child and hold the 
accumulations for such child contingently upon 
his attaining the age of twenty-two. 

This form of trust gives the trustees a double 
discretion, the one being the discretion to divide 
the income amongst the discretionary class and 
the other to accumulate it for the children, and 
furthermore, it has the advantage that if any 
income is accumulated, the children can claim 
repayment of tax under Section 228, Income Tax 
Act, 1952, within six years of their attaining the 
age of twenty-two. 

‘The second form of trust which is not widely 
used is a trust taking advantage of subgection (2) 
of Section 164 of the Law of Property Act, 1925, 
i.e. a trust for raising portions, for once one comes 
within that subsection, the limit to the period of 
accumulation is the common law limit which is 
the perpetuity period of a life or lives in being 
and twenty-one years. 

It will be noticed that portions can be raised 
for quite a wide variety of persons so that 
advantage of the subsection can be taken in a 
number of cases. 

The essential requirements of such a settle- 
ment are that the capital should be held in 
trust for one person and the portions raised out 
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of income for different persons, and there must 
be a trust and not a mere power to raise portions 
(see Re Bournes Settlement Trusts ([1946] I 
All E.R. 411)) and a certain amount of care must 
be taken in its drafting. It should perhaps be 
added that this form of settlement is not available 
in Scotland for Section 2 of Thellusson’s Act 
has been repealed and not replaced in that 
country. 


Use of Northern Ireland 

The third alternative is for the settlement to be 
made subject to the law of Northern Ireland, for 
in that country neither Thellusson’s Act nor the 
Law of Property Act apply, and consequently 
the common law period for accumulations exists, 
so that it is possible to include a direction or 
power to accumulate for twenty-one years or for 
any period that does not offend the perpetuity 
rule, e.g. a period terminating twenty-one years 
after the death of the last survivor of the lineal 
descendants now living of King George V. 

In order to make the settlement subject to the 
law of Northern Ireland it is probably necessary — 
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and at any rate advisable — that it should have 
some connection with that country; this can be 
arranged by making the original trustees persons 
resident there and later changing them to the 
proposed trustees in this country, for it was held 
in the Duke of Marlborough’s case ([1945] 
Ch. 78) that subsequent changes of trustees 
cannot alter the proper law (see also Iveagh v. 
Inland Revenue Commissioners ([1954] Ch. 364)). 
An express clause should be included providing 
that the settlement should be governed by the 
law of Northern Ireland and it should be drafted 
in a form suitable to that country. 

If a further connection is considered desirable, 
the investments to be settled can be transferred 
to a company registered in Northern Ireland and 
the shares in the company settled in place of the 
investments themselves. The use of this alterna- 
tive gives the draftsman a very wide scope in the 
drafting of a discretionary trust or any other trust 
where accumulations are required. It will also be 
noticed that by taking Northern Ireland as the 
forum, Section 412 of the Income Tax Act, 
1952, is not offended. 


NOINH AMERICAN COMMENTARY—LXI 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S8.A.) 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, New York, March 
Deferred Compensation and Income Tax 


R RUSSELL S. BOCK, a past-president 

of the California Society of Certified 

Public Accountants, reviews methods 
by which business executives may obtain relief 
from the heavy burden of taxation on their 
salaried income. He points out that many of the 
plans adopted in recent years are of the profit- 
sharing type, which the income tax laws seem 
designed to foster. Under a plan such as that of 
Sears, Roebuck & Co, it seems not unusual for 
low-salaried employees to get $50,000 to $100,000 
when they retire. 

Another device is for an executive’s employment 
contract to provide for a current salary of, say, 
$40,000 a year, and further compensation of 
$15,000 a year for ten years after he reaches 
retirement age. He may probably be required to 
remain available for consultation during the 
latter period. In such cases Mr Bock says that 
there seems to be some doubt as to the time at 
which the deferred compensation is taxable, but 
that the weight of opinion seems to regard it as 
the date of actual receipt. 

The most striking recent development is the 


- tremendous growth in popularity of stock option 


plans, dating from the introduction by Congress 
in 1950 of special rules for their tax treatment. 
Nearly 400 companies listed on the New York 
Stock Exchange are said to have adopted such 
plans. The Revenue Code of 1954, says Mr Bock, 
has extended the favoured treatment of stock 
options so that their popularity is likely to grow. 


The Cost Accountant Today 

One of the costs rightly omitted in a factory cost 
system is taxes, says Mr Maurice E. Peloubet, 
C.P.A., in an article based on an address to the 
Third Inter-American Accounting Conference 
in Brazil last autumn. But he stresses the im- 
portance of their inclusion in a final statement to 
be used as a basis for executive decisions. ‘The 
same applies to the loss or gain from fluctuations 
in the value of the monetary unit, for in such 
reports all costs must be included; and today, 
says Mr Peloubet, such fluctuations include the 
results of ‘currency management and not merely 
the results of supply and demand. 

With the currency unit no longer automatically 
consistent, the cost accountant has been forced 
to realize that he is accounting for things — raw 
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materials, man-hours of labour, etc. — represented 
by the monetary unit. He has to see that, in some 
way, the monetary unit becomes a common 
deonominator for accounting purposes. Yet Mr 
Peloubet points out that a managed currency 
unit may have different values for different uses: 
one within the country, another for sale to pay 
for imports. He says that the best method, in 
these circumstances, is to arrive at a rate that 
represents, as nearly as possible, the true or fair 
rate for transactions not under specific or 
artificial control, and to assume that costs are at 
this rate. Any difference should be treated as an 
exchange variation or, if resulting from Govern- 
ment action, as some kind of tax. 

In these days of high taxes, says Mr Peloubet, 
the old argument that income taxes are a division 
of profit and not a cost has been abandoned. 
He quotes the American Institute’s statement, 
in Accounting Research Bulletin No. 43, that 
income taxes are an allocable expense like any 
other. As an example of international com- 
parisons which would be useless without due 
regard to taxation policy, Mr Peloubet takes the 
extractive industries, where tax incentives play 
so great a part. The cost accountant may here 
well recognize that high taxation may neutralize 
the natural advantages of a low cost country. 

Though there has been so much controversy 
as to whether or not the effects of varying 
currency values on depreciation provision should 
be recorded in the financial accounts, Mr Peloubet 
says there is little disagreement among cost 
accountants as to the necessity for taking them 
into account for estimating purposes. The cost 
accountant should point out that a true cost 
cannot be arrived at by adding together wages 
and materials at current prices and fixed asset 
costs at prices of many years before. 

The general acceptance of the Liro method, 
in the United States, does for raw materials 
what is not allowed for depreciation. Mr 
Peloubet says that economists generally favour 
the LIFO principle and that the United States 
Department of Commerce makes use of it. He 
concludes that the constant search of both the 
financial and cost accountant should be for a 
uniform monetary unit. 


Accounting as a Social Force 
Professor Arthur M. Cannon, c.p.a., of the 
University of Washington, vice-prestdent of 
the American Accounting Association, states that 
the accountant should give more attention to the 
preparation of standards and their inclusion in 


his reports—not only standards from his own - 
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firm’s past but comparisons with competing 
firms. Thus a department store might show, he 
suggests, the operating averages as published by 
Harvard University. He considers that the 
accounting profession should exert itself a little 
more actively in protecting the public against 
inadequate service, stating that too much of its 
formal ethical activity has to do with advertising 
and too little with violations of responsibility 
towards clients as defined by the American 
Institute’s Statement 23. 

Professor Cannon says that the available 
evidence indicates that the accounting profession 
is not attracting its share of high quality young 
people, and that the prestige of business admin- 
istration and accountancy must be increased in 
the high schools. He considers that prestige 
would be gained if the profession offered salary 
scales comparable with those in other fields. 


The Canadian Chartered Accountant, 
Toronto, April 

Accounting Research 
In an address at the seventy-second annual 
dinner of the Ontario Institute of Chartered 
Accountants, Mr J. Grant Glassco, President of 
the Canadian Institute, raised the question of 
research among accountants in Canada. He con- 
siders the situation to be a matter for concern, 
since it is difficult to maintain suitable progress 
in research without such a stimulus as the 
Securities and Exchange Commission gives in 
the United States. He realizes that the S.E.C. 
has no counterpart in Britain either, but sees there 
an advantage in the greater size of the profession 
and the influence on each other of the different 
professional bodies, each seriously concerned 
with research. He regards the need for progress 
in research as the major problem of the Canadian 
Institute, and he calls for a common determina- 
tion among members to do the job well. 

Mr Glassco cites one action of the S.E.C. in 
the United States, a few years ago, a9 a move 
in the wrong direction. It began to lay great 
stress on the accountant’s independence and 
drew up for him a number of rules which to 
Canadian practitioners seemed too extreme. 
Thus the accountant was said to lose his inde- 
pendence by participating in, or accepting 
responsibility for, any decisions of a company, 
whether in policy matters or in individual 
business transactions. From this, says Mr 
Glassco, it was a short step to ignoring business 
consideration entirely —a trend which has been 
arrested or even reversed but which was definitely 
retrograde. 
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ELECTRONIC COMPUTATION 
PRACTICAL EXAMPLES OF ITS USES FOR MANAGEMENT 


by B. B. SWANN 
e Computer Division, Ferranti Ltd 
LECTRONIC computers have stimulated the (iii) a memory to hold the numbers given to it and 
imagination of managements because they offer created during the calculation so that they are 
the means: (i) to do work hitherto impractic- _ _ readily available; ` SE 

able; and (ii) to perform existing operations more (V) a control mechanism enabling it to work step 
: bystep through a sequence of operations without 

economically. . U e 
š human intervention. The ability to modify 
There is an understandable reluctance on the part instructions given to it and so to make further 
of human beings to undertake any calculations which instructions is essential to the definition of any 


may occupy them for months or 
years. Barlow said, ‘Calculation is 
laborious and unremunerative’ 


electronic computer; 
(v) the means to print out 
the answers to the com- 


and, he added rather pathetically, putation. 
"A moderate skill in computation a 
and a persevering industry are Programming 


not precisely the qualities a 
mathematician is most anxious to 
be thought to possess’. We may 
reasonably regard with suspicion 
any single calculation which takes 
up a significant proportion of a 
human life. Gauss, the ‘Prince of 
Mathematicians’, devoted so 
much of his time to the computa- 
tion of the orbit of Ceres that for 
nearly twenty years ideas of his 
youth were all but forgotten. The 
discovery of Ceres has been 
called a disaster to mathematics. 
Electronic computers have the 
power to take over a great deal of 
the drudgery of computation. 
They are of two classes: analogue 
and digital. Analogue computers Sief Pe 
have been made which can do ™ SE wie Se might seem that it would be 
complicated calculations at high aca easier to do the work by hand 
speed but their field of use is restricted to the rather than by machine. This would be the case 
particular purposes for which they are designed and were it not that: 
their accuracy is limited. (i) firstly, in most computations of large size the 


The detailing of the operations — 
the preparation of a ‘programme’ 
~is comparable to the list of 
instructions given to a human 
clerk, e.g. to ‘multiply the 
figure in column (a) by the 
figure in column (b) and enter 
the answer in column (c). It 
must, however, be carried out in 
meticulous detail, and has to be 
carefully tested on the machine 
before the computation begins, 
since the computer will slavishly 
obey all instructions, right or 
wrong, 

Since in preparing a pro- 
gramme so many operations have 
to be set out in a manner 
acceptable to the computer, it 






Hy 





Digital computers can be made to do any calcula- same operation has to be carried out on 
tions which can be specified clearly, and since they different numbers. The machine’s ‘control’ 
work with numbers, not in terms of physical normally makes it work all through its instruc- 
quantities, their accuracy is not so limited. We shall tions in sequence but can cause it to jump to 


here only be concerned with digital computers. another group of instructions, or back if 
necessary to the beginning of the set it has just 
worked through so that it can carry out the 


same operations on new data; 


What is an Electronic Computer? 
An electronic computer is a machine which has: 


(i) the ability to read in numbers from a suitable (ii) secondly, although the preparation of a 
medium, such as punched cards, punched tape programme may take a long time in the first 
or magnetic tape; place, once prepared it is,recorded on tape or 

- Gi) the means to do arithmetic operations on these cards and can be kept. Since it is written to 
numbers at high speed; provide a ‘general solution’ to a problem, it can 


An address delivered at the Fourth Scottish Conference of subsequently be used ope and apan with 


the British Institute of Management, May 2oth to 22nd, different I numbers and the answers will be 
1955. forthcoming without any further effort by the 
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programmer. These prepared programmes 
enable calculations of a complicated kind to be 
done by people who do not fully understand 
them, and the effort of persons with specialized 
abilities is thereby economized. 


Saving of Effort and Time 


The amount of time and money which can be saved 
by using an electronic computer to do a clerical 
operation is partly dependent on the number of times 
a computation has to be repeated. Sometimes 
precisely the same computation may have to be 
repeated using different numbers: this is a common 
feature of office work. Sometimes a particular 
computation has uses in widely different fields; this 
is often the case in scientific work. The more general 
the problem, the more the programme will be used. 
Thus, a programme prepared for an engineering 
problem has been used to solve one in econometrics 
and this same programme will probably be used in 
many other contexts. 

There is, however, a further saving in that comput- 
ing operations relating to quite different problems 
often have many common features, and even when 
complete programmes cannot be used in different 
fields, parts of the work prepared for one purpose may 
be used in another. A very different kind of knowledge 
may be needed to set up the different problems in 
forms suited to the computer but when there is 
similarity in the computational requirements each 
kind of expertise may learn from the other much 
that 1s of value in its own branch of work. Computers 
are bringing together persons who have hitherto 
worked quite independently, and this should save 


duplication of effort and ensure fuller use of new. 


developments. 

At your conference in 1953 Mr A. J. Brockbank 
gave some figures of the clerical employment in the 
country. He suggested that on 1952 figures a saving 
of £7 million per week in clerical salaries could be 
achieved by improved productivity. Today’s figure 
would certainly be much bigger. 

When large computation is necessary and it has to 
be done by hand, or mostly by hand, it may lead to 
three kinds of waste. In science it is often done by 
men and women who have been highly trained in 
specialized work; in all kinds of activities it uses much 
of the effort of persons who might be so trained; and 
the maintenance of a large organization for compiling 
and computing numerical data too often absorbs in 
administrative activity the tume and energies of those 
whose efforts ought to be devoted to the use of the 
information provided by the organization. While a 
technician may be a good administrator, this is no 
good reason for him to have to undertake unnecessary 
administration. i i 

Much of the effort devoted to the organization of 
groups of men and machines may be saved if the 
control of the greater part of the system can be taken 
over by the machines themselves. Most machines, and 
certainly electronic computers, work best when they 
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are employed continuously at a steady rate. This is 
not characteristic of men. 


Growth of Computation 


There is a growing amount of computation concerned 
with the elaboration of technology and here there is no 
tradition of employing very large numbers of clerks 
to do calculations and many of these, now con- 
sidered necessary for development work, have 
therefore remained undone. It is now possible to 
substitute calculations for experimental trials, and 
since the latter often involve very heavy costs, it is 
cheaper in many cases to expend considerable effort 
on preliminary calculations. 

In the field of econometrics, calculations may 
come to serve managements in the same way that 
large-scale calculation has served technology, but to 
do effective work the calculations involved are likely 
to be heavier than in technology. 

The failures of structures, machines and equip- 
ments made without adequate design calculations 
are visible and the losses obvious. Failures in manage- 
ment are not so obvious and are rarely clearly 
traceable to lack of computation since managerial 
experiments are rarely set up with sufficient precision 
to make this possible. We can, however, now begin 
to expect that computation may permit the testing of 
economic theories and so encourage their application. 


The Needs of Management 


The aim of management is to ensure that goods or 
services of the right kind are available in the right 
place at the right time and at the right price. The 
price may be a money price as in business, or a man- 
hours ‘price’ as in public administration, and there is 
from our present point of view little difference 
between these different kinds of price. 
A recent study said: 

‘Electronic computers are destined to be recog- 
nized as the most powerful “management tool” yet 
developed. When part of an intelligently designed 
system, computers offer the new and exciting 
capacity to provide management with information 
never previously available — that information which 
management requires to make sound decisions. It 
follows that to design and apply such systems, 
methods personnel must understand not only these 
factors influencing management decisions but also 
the decisions themselves. To exploit fully the 
potential of computers in application to business 
problems, related methods activity realistically must 
not be confined simply to improving or developing 
systems whose parameters are narrowly and rigidly 
defined. All computer applications should be 
considered in an atmosphere of critical. creative 
thinking with a minimum of regimentation.’ 
Hitherto, it has generally been necessary to limit 

our examination of business interrelationships. 
Extensive computations have been made in statistical 
work; smoothing of time series, regression analyses, 
multiple correlation and the like, but the limitations 
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of these calculations are very evident when we 
contemplate the real situation of which they are a 
part. So far as I am aware, only astronomers have 
been prepared to take years over calculations, but the 
time-scale of astronomy is very different from that of 
other branches of science. 

We can now compress the work of years into days 
and the change is a truly qualitative one. We may 
expect theoretical economists to push their science 
to the stage where a theory is only satisfactory if it 
gives numerical results. Economic theory may then 
be applied to the management of business and public 
affairs to as great an extent as have the natural 
sciences to industrial affairs. 


A Better Understanding of the Work 


We may find that it is true, as is so often stated, that 
the Second Industrial Revolution is here and has 
been for many years. If this is so, it is because 
machines have economized the uses of men’s minds 
as in earlier centuries they economized the uses of 
men’s muscles. A summation of the computing 
facilities in businesses or among nations should then 
be significant as a measure of potential industrial 
power. Certainly, the discipline imposed by the 
introduction of machines has changed the approaches 
to many jobs. Before work can be mechanized it must 
be fully understood, and this fuller understanding is 
necessary to the development of theory. The natural 
sciences have benefited from the urge to study 
problems presented by workers at the bench and we 
may expect the social sciences to benefit from the 
close study of the processes involved in the organiza- 
tion of human affairs which mechanization make 
necessary. Anyone who has assisted in the installation 
of, say, punched-card systems will probably agree 
that one of the benefits has been in the better know- 
ledge of the jobs to be done. Since electronic com- 
puters will do bigger and more complex jobs, we 
can expect that correspondingly more understanding 
of the work in which they engage will follow and that 
the application of scientific thought to management 
problems will step forward rapidly. 

A significant step was taken in 1947 when a large 
system of economic equations was set up by W. W. 
Leontriff*and solved by the use of the Harvard 
Mark II computers. The computer then took forty- 
eight hours to solve the equations. Computers now 
exist which would do the work in five minutes, a 
five bundred-fold increase in productivity. 

In this category of computation we may include 
‘linear programming’ which may be expected to be 
widely applied in business in the coming years. The 
heavy computation makes the use of electronic 
computers essential. 


Optimum Assignment of Persons to Jobs 
A famous study in this field was that of the ‘trans- 
portation problem’, in which the object was to find 
the best distribution of tankers among ports of call 
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and possible routes. There are many possible 
applications: the best routing of railway wagons, the 
optimum assignment of persons to jobs, and so on. 
One only has to think of the number of possible ways 
of assigning, say 1,000 persons to 1,000 jobs by any 
experimental means to appreciate the magnitude of 
such a task. 

A simple example we have studied is the optimal 
movement of goods from factories to destinations. 
Given the requirements of each county, the outputs 
of each factory and the cost of movement from each 
factory to each county depot, it is possible for an 
experienced man to get near to the optimum distribu- 
tion of orders among factories, but it appears to be 
profitable to compute the best source from which 
an order should be delivered. It would be possible 
to develop a system, using long-distance communica- 
tion, whereby the computer made frequent computa- 
tions to decide the best sources of goods so that it 
could receive the order, determine the factory from 
which it should best be delivered and print out the 
order at the appropriate factory. The annual gain to 
be expected from the computation appears to be of 
the same order as the capital cost of a computer 
and the further benefits of automation should be 
expected to exceed the gain from the computation. 


Experiment by Computation 


It has often been said that scientific computations 
suited to computers are those in which a great deal 
of computation has to be done on few figures, 
whereas business calculations generally involve very 
little computation on many figures. This is not wholly 
true. Some scientific calculations involve many 
figures — for example, statistical experiments — and 
while it is true that most of the calculations currently 
done in commercial procedures involve simple 
calculations on many figures, as in accountancy, it is 
clearly also true that many calculations of a trial and 
error kind are being done all the time, but usually 
by so many persons that the total volume of computa- 
tion passes unnoticed. When these types of calculations 
are gathered together the volume of work is very 
considerable and with electronic computers not only 
will this work often be more easily done but we may 
expect theories to be formulated and an algebra of 
commerce to be developed so that large-scale 
computations similar to those customary in scientific 
work will be commonplace. 
Morgenstern has pointed out that computation 


‘is equivalent to an experiment in which the 
properties of a system are discovered by manipulation 
on the basis of a theory of the system’. 


When we lack a theory we expose some model to 
the forces whose impact we want to study (as an 
aeroplane is put in a wind-tunnel). When the theory 
is complete, we can dispense with the model and 
manipulate symbols which represent the physical 
situation. The computation is faster, cheaper and 
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more accurate than the measurements taken from 
a model. 

When we use this as an analogy of managerial 
procedures, the model in the wind-tunnel is like 
trials of various factory set-ups and subsequent 
comparison of the respective costs. The number of 
experiments which can be staged and costed for 
comparison is very limited — not only on account of 
the effort involved, but because the time which must 
elapse in the gathering of historical costs will almost 
certainly invalidate many of the comparisons, but if 
a real theory of the allocation of work could be 
developed many computations with various possible 
figures could perhaps determine an optimum 
allocation. 

Many of these calculations are, however, far in the 
future and therefore although fascinating and full of 
promise, they are not such as should too much 
concern us today. 

Immediately we are concerned with those problems 
for which there is an existing theory, or at least an 
accepted practice. As an example, we may take a 
multiple regression problem in which a measure is 
dependent on a number of others. When the inde- 
pendent variables are more than, say, four or five, the 
calculation is heavy. With the Manchester electronic 
computer it was possible to push this up to twenty-one 
and larger figures would certainly be feasible. The 
object in this case was to decide which of the twenty- 
one variables was of importance. Thereafter there 
was no need to repeat the full calculation; only a 
more limited computation in the variables which are 
known to be significant is required to help to decide 
on the action to take. 


WORK WHICH THE COMPUTER WILL DO 


The distinct if often exaggerated characteristics of 
scientific and commercial calculations is of real 
importance when we consider the input and output 
mechanisms of computers, but of rather less import- 
ance when we consider the work which has to be 
done by the computer. 


Organization of Data 


There is, however, an important characteristic of all 
calculations which is often overlooked. Whether we 
are concerned with mathematical or with scientific 
calculations, most of the work of the computer — 
whether human being or machine — is devoted to the 
organization of the data to be computed, not with 
carrying out actual computations. 

As was mentioned above, it is the ability of the 
computer’s ‘control’ to create its own instructions 
which, combined with the precision of electronic 
memory and high speed of operation, give it such 
wide application in science and business. 

Examples of interest to managements are given in 
the following paragraphs. Some of these are now 
routine, some only experimental, some scarcely out 
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of the first phases of preparation. All are likely to 
become everyday calculations within a few years. 


Payroll Calculations 


Payroll calculations may be mentioned briefly, though 
now very familiar. They involve elementgry decisions 
at different stages of the work; bonus calculations 
often necessitate the memorizing of data relating to 
a number of men before the computation in respect 
of any one man can be completed. 

This is an instance in which the input and output 
data are both considerable, so that fast mechanisms 
are required for reading initial data and punching 
results into cards or tape or printing them on paper. 


Materials Scheduling ' 


In contrast to payroll calculations which use the same 
data and provide initially the same output as do 
other methods,. the use of computers for control of 
inventories and scheduling of materials will produce 
more information than is now customary. They will 
digest a mass of information relating to a proposed 
production schedule and determine material require- 
ments of every item. 


Shortage reports will be prepared item by item. 


Perpetual Record 


Perpetual records of the effect of production on the 
inventory of materials, shipping schedules, purchase 
orders, etc., will be prepared. In this way the 
computer will be able quickly to state the effect of a 
change in the inventory status which any revision 
of the productions plan would bring about. 

It may take a few hours to do a computation of this 
kind for a long list of products. For a smaller case, 
however, the computer may give the answer almost 
as soon as the question is presented. 

For example, we programmed the Manchester 
machine to compute the quantity of raw materials 
and intermediate products made from these raw 
materials which are required to produce a range of 
chemical consumer products. The changes which 
would be made for different quantities of the product 
were available immediately. This speed of calculation 
would make it possible for executives to have 
numerical data available almost immediately when 
they wish to examine various alternatives. Too often 
it is now necessary to choose between making 
decisions on inadequate information or waiting for 
periods so long that opportunity is lost or interest 
is not sustained. 


Job Assignment 


In job assignment, the task of reducing non-productive 
time to a minimum is very complicated because there 
are so many feasible solutions. In the United States 
one corporation found that once programmed, their 
computer could do the work of job allocation in a 
large plant in two minutes; the computer’s solution 
yielded a 20 per cent reduction in labour requirement. 
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Costing Procedures 


Costing procedures may, we expect, be assisted in 
two directions. Firstly, the possibility of solving more 
complex regression equations will increase the 
usefulness of the statistical approach to costing and, 
secondly, standard accounting procedures may be 
speeded up and reduced in cost. 

The kind of experiment we have conducted was a 
batch-costing job in which we computed the standard 
and actual costs for the batch and for different sub- 
groups within the batch. Variances were thrown out 
automatically. Analyses of sales were computed and 
the cost data related to these analyses. It was at this 
point — where two jobs, neither very difficult to do 
independently by former methods, but difficult to 
bring together — that the computer began to ‘pay-off’. 
The computer could relate the two sets of figures 
and prepare departmental trading accounts. 

The necessary arbitrary and strictly false assump- 
tion was made that costs in the current months could 
be related to sales for the same period. As goods 
might then be sold which had not been produced at 
all in the month to which the figures related, the 
computer sometimes failed to find a figure it needed. 
This gave it opportunities to issue peremptory 
instructions to human beings who had failed to 
supply it with all the data it needed. 


Budgets 
If managements are to know the probable results of 
various sales and production budgets, determine 
break-even production and sales levels for com- 
modities and commodity groups, and so on, a great 
deal of arithmetic has to be done in as short a time as 
possible. 

In one example this time has been reduced to ten 
seconds. This speed makes it possible to tabulate 
the expected results of so many alternative budgets 
that ‘accounting for the future’ begins to become 
a reality. 


Statistical Tabulation 

A great deal of work in business and in administration 
is devoted to tabulation of statistics. The quantities 
of material to be handled and the alternative possible 
ways of tabulating the data have often inhibited the 
full use of data collected. Computers yield two 
immediate advantages: electronic speed and the 
ability of computers to handle considerable quantities 
of data at random. 

An additional advantage arises when there are 
constant factors used frequently since these can be 
retained in the memory. For example, in tabulating 
railway statistics the distances between stations are 
constant and can be held in the computer’s memory 
so that all the tabulations can be produced from data 
giving only times of passing stations and the type 
of work being carried out. 


Clerical Work 
Examples of clerical work have concerned computa- 
tions of one kind or another, but mianagements look 
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to computers to take over much more of office work 
than the calculation of wages and commercial 
statistics. 

In offices most of the work is recording data in 
accounts, and extracting it for use or manipulation 
from these accounts. There is usually some operation 
to be performed on the figures but it is often quite 
trivial, 

As an example of this kind of work we used the 
Manchester computer experimentally to process 
data relating to insurance policies. The computer 
performed several operations: 


(i) it found nominated policy records and printed 
them out; 


(ii) it prepared agents’ monthly lists for a selected 
renewal month; 


(iii) prepared a valuation summary as required 
for the Board of Trade returns. 


This type of work will probably best be done in 
the future on computers having large magnetic tape 
memories. In the intermediate stages, punched cards 
will probably be used with computers. 


Introduction of Computers: Commercial 
Calculations 

Managements most urgently want computers to help 
with the growing burden of clerical work. Computers 
were devised first to do mathematical work and have 
here been most successful. Although as suggested 
above we would expect a considerable and rapid 
expansion in the application of more mathematical 
methods in commercial calculations, there is evidently 
urgent need for computer techniques to be developed 
to handle figures in conventional ways. 

The introduction of computers will therefore come 
in two ways: data processing systems are being built 
to handle figures in the conventional ways, and 
meanwhile where mathematical-type work justifies 
their introduction, spare capacity will be used 
to experiment on commercial work. 

A certain amount of danger exists, perhaps, that 
computers will have so sudden an impact in some 
clerical procedures as to give rise to concern. So far, 
however, it has been clear that computers in this 
country have only been introduced to do work which 
had hitherto not been done at all. There had developed 
a need both to economize mathematicians and 
extend their power, and this computers have in part 
achieved. 

The large organizations which would like to use 
these are suffering from acute shortage of clerical 
staff and here there should be little danger of dis- 
ruption. It will in any case only be possible to 
introduce computer techniques rather slowly in any 
large organization. Each will have to do a great deal 
of preliminary study of its organization before it 
can use computers, and this, and the necessary 
reorganization of the work, will often enable the 
ordinary wastage of staff to take care of most of the 
problems. . 
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WEEKLY NOTES 


The Accountant Annual Awards 
REPORTS OF PUBLIC COMPANIES 


The panel of judges of The Accountant Annual 
Awards has announced the names of the two com- 
panies to whom the Awards for 1955 are to be 
presented. The full announcement appears elsewhere 
in this issue. 


Nederlands Instituut van Accountants 


The Diamond Jubilee celebrations of the Nederlands 
Instituut van Accountants, to which we referred last 
week, were outstandingly successful; the business 
sessions and the social arrangements will long be 
‘remembered by the many distinguished members of 
the profession who attended. We hope to give a 
report of the proceedings in an early issue. 


Report on Farming 19531 


We have already had occasion to bring to the notice 
of our readers the Report on Farming 1952 and the 
Bulletin number 18, Interpretation of Farm Accounts 
from the same source and to comment on the excel- 
lence of these publications. The present one is no 
exception. It is an annual review which surveys in a 
concise and readable way the financial results of 
farming in the Eastern Counties and which has now 
reached its twenty-third year of publication. 

The reader is given a brief summary of the changes 
in the profitability of farming in the area covered 
since 1931, illustrated by a series of simple but 
expressive charts. From this the review proceeds to 
deal more particularly with 1953 and passes on to a 
study of efficiency standards and the application of 
the information which can be derived from normal 
annual accounts. At the same time the authors take 
a practical view in saying that in no case can the 
examination of farm records be considered as a 
substitute for good day-to-day management. 


Liquidator’s Disclaimer of Cemetery 


The liquidator of a company may, in certain circum- 
stances and with the consent of the Court, disclaim 
property belonging to the company and contracts 
made by it. An unusual exercise of this power 
occurred in Re Nottingham General Cemetery Co 
(The Times, May 11th, 1955). The company was 
incorporated by a special Act in 1836 to establish 
and maintain a cemetery. Restrictions on burials 
imposed by a local Act in 1923 cut down the com- 
pany’s earnings, and a winding-up order, was made 
in 1953. The cemetery’s upkeep cost about {£2,000 
a year but the liquidator had only £5,000. He applied 
for an order permitting him to disclaim the land 
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constituting the cemetery (as being burdened with 
onerous covenants), all implied contracts with the 
holders of grave certificates, and all contracts for 
the upkeep of graves. 

The application was opposed by Nottingham 
Corporation, by holders of grave certificates, by 
persons having contracts for grave upkeep, and by 
the Imperial War Graves Commission. Mr Justice 
Wynn Parry rejected arguments that the land was 
not burdened with onerous covenants and that since 
the company was a statutory one it could not alienate 
the cemetery without the authority of a new Act. 
As to the suggestion that the liquidator should 
promote a new Act, his lordship said the liquidator’s 
function was to wind-up the company and he did 
not need a special Act for that. Any Bill to provide 
for future maintenance of the cemetery must be 
promoted outside the liquidation by those interested. 
He made the order asked for, observing that the 
claims of those injured by it would be satisfied pro 
tanto by the £5,000, whereas if the company went on 
this sum would soon be exhausted in upkeep costs. 

The Corporation had been prepared to withdraw 
its opposition if the Crown admitted that the land 
vested in it subject to the company’s liabilities. 
Counsel for the Crown argued that the Crown would 
be involved in liability only if it entered into posses- 
sion, and it did not intend to do that. His lordship 
declined to adjudicate on this point. 


Progress in the Building Societies 


Last week we noted the recently published report 
on building societies for 1954 by the Registrar of 
Friendly Societies. Another useful addition to the 
growing series of regular statistics is the quarterly 
return published for the first time by the Building 
Societies’ Association. This return, just issued, 
shows that the 200 member societies of the Associa- 
tion, representing just over go per cent of the com- 
bined assets of all societies, lent £83 million during 
the first quarter of 1955. This was one-sixth greater 
than during the corresponding period of 1954. 
Advances repaid, including interest, totalled £614 
million, an increase of the same order of magnitude 
as in the case of loans. Greatly increased activity in 
all other departments is also indicated by this return. 
In the savings section, shares and deposits received 
in the first three months of this year reached a figure 
of £974 million, or £10 million more than in the first 
quarter of 1954. 

Information just released by the Association also 
shows the progress made in the tripartite guarantee 
scheme launched about a year ago. By virtue of this 
arrangement, advances of up to go per cent may be 
obtained for a house valued ‘at not more than £2,500, 
or 95 per cent for a house built since 1918 and valued 
at {2,000 or less. The risk on the excess over the 
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normal building society advance is shared by the 
society, the local authority, and the Government. 
Probably on account of the need to negotiate difficult 
administrative details the scheme was slow to get 
into its stride. Only 345 loans, covering less than 
£4 million, were arranged between May and Sep- 
tember of last year. In the final quarter of 1954 
nearly 3,000 loans aggregating over £4 million were 
made. Further progress is reported for the first 
quarter of this year, when some 5,000 advances 
were made and the total lent exceeded £7 million. 


Investment and Capital 


It has been apparent for some time that this country 
is about to embark upon a long-term programme of 
capital investment in power, transport and general 
engineering which will tax its capacity to the utmost. 
There have been two warnings recently that it cannot 
be assumed that resources will necessarily equal 
paper plans for expansion. Last week, Mr E. E. 
Burton, Chairman, Personnel Administration Ltd, 
drew attention in an address to the Incorporated 
Plant Engineers that the amount of capital equipment 
per operative was beginning to assume proportions 
undreamed of a few years ago. Two days before, one 
of the managing directors of Morgan Grenfell & Co, 
Sir George Erskine, emphasized the difficulty now 
being experienced in attracting risk capital. He was 
addressing the Institute of Bankers. Sir George 
would like the banks to play a much more active role 
in the provision of long-term capital for industry. 

The basic problem, however, is not so much how 
to organize the flow of capital as between one channel 
and another, but rather to ensure that there is an 
adequate total supply of money capital to meet the 
requirements of industry. The problem therefore 
becomes how to create enough savings. Evidence 
since the war goes to prove the old contention that 
people will save when they have confidence in the 
value of the currency and it is noticeable that saving 
has improved of recent years, when prices have been 
rising more slowly than immediately after the war. 
It is all the more necessary for the public to continue 
to develop its saving habits to meet the high costs of 
replacement of capital equipment as well as to finance 
net investment. In the last few years, saving by the 
public has, to a considerable extent, taken the place 
of saving by the Government (in the form of large 
Budget surpluses). Over the same period, savings by 
businesses has remained a very large but fairly 
unchanging proportion of the total. It will be equally 
important for the saving habits of businesses to 
be encouraged if the total supply of capital is to be 
adequate. 


Trend of External Trade 


In April, the trade deficit, measured in the fairly 
crude conventional way as the difference between 
exports and imports, was the smallest on a daily basis 
for any month so far this year. The full trade returns 
for that month give some indication of the reason for 
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this rather better showing. It has been known all 
along that the main strain on the balance of payments 
position was being caused by the large increase in 
imports, which quite swamped a useful, but much 
smaller, advance in exports. 

Food-stuffs played a big part in the increase in 
imports earlier in the year, and it appears from the 
more detailed figures now available that a decline in 
both prices and volume helped to cut the import 
bill last month. Tea, meat, cereals and feeding stuffs 
all declined after a period in which buyers in this 
country were restocking. On the other hand, the 
import of industrial materials was less satisfactory. 
Steel imports were up by 38 per cent compared with 
the first quarter of this year and the effect of large 
coal imports is now working out adversely on the 
trade figures. In April, coal imports were zo per cent 
higher than in the first quarter of the year, and this 
is a situation which has clearly come to stay for a 
long time. Among other industrial materials there 
has been a divergent trend. It would thus appear 
that although there is every indication that the worst 
may be over for the time being so far as the import 
bill for food-stuffs is concerned, the trend in other 
imports is as yet more difficult to establish. Never- 
theless, if the food bill can be contained there is 
some possibility that expanding exports can offset 
any further expansion in imports of industrial raw 
materials. 


Financing American Exports 


It was generally expected that the recession in the 
United States last year would force American 
companies abroad in search of markets. Indeed, the 
expectation that this would happen was referred to on 
several occasions in these notes at the time. From 
statistics which have now become available it is 
evident that intensified competition from the United 
States was experienced last year. The odd feature 
about it was that there was little evidence that higher 
American exports were having an adverse effect on 
the balance of payments of the rest of the world. ` 

From recently published figures of the United 
States Department of Commerce, it is possible to see 
why this did not occur. There was a noticeable 
expansion of United States exports of capital and a 
good deal of it was in the form of short-term credits. 
Even at the level at which short-term capital require- 
ments were financed in the export market by the 
United States last year, however, there was a good 
deal of room for further expansion. The traditionally 
conservative United States banks have been very 
slow since the war to regain their confidence in the 
stability of any currency except the dollar. It is 
therefore not a little encouraging to find signs of 
increased willingness to encourage American com- 
panies to do business abroad. This is the other side 
of the coin to the effect on western European 
industries of increased American competition. The 
more the United States trades abroad, the greater is 
its confidence in other peoples’ money. | 
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FINANCE AND COMMERCE 


The past week in the stock-markets has been spent in 
an investment ‘no-man’s-land’ between General 
Election confidence on one side and strike realities 
and threats on the other. Naturally enough, turnover 
has been small with price movements exaggerating 
the amount of business. 


Accountants Differ 

What happens when two qualified accountants on the 
board of a public company differ on the subject of 
stock valuation? This is a problem that has faced the 
board of P. H. Galloway Ltd, the name that goes 
with cough syrup. The difficulty was solved by the 
resignation of Mr Howard Raphael, F.c.a., from the 
board. The facts were given by Mr E. C. Richardson, 
c:A., the chairman, at the annual meeting. 

During the past three or four months, he said, 
dissension had developed between Mr Raphael and 
the other members of the new board who were 
elected last year and the disagreement had reached 
the point where Mr Raphael had refused to approve 
the company’s audited accounts. Mr Raphael, he 
added, had handed in his resignation in a letter 
received on the previous day. 

Invited to address the meeting, Mr Raphael said 
that he disagreed with the method adopted in writing 
down the obsolete and unsaleable stock. ‘This brought 
from the chairman the comment that it seemed a 
very small point on which to refuse to accept the 
audited accounts, and from a representative of the 
auditors, an assurance that great care had been taken 
by them over the stock valuation. 


Auditors Satisfied 
The accounts, which we reprint this week, were 
unanimously adopted at the meeting after the 
chairman had emphasized his desire to reply to 
anyone who had the slightest doubt about their 
accuracy. 

The question of stock values is specifically men- 
tioned in the directors’ report accompanying the 
accounts. Trading stocks at Detember 31st, 1954, 
it is stated, have been valued on the same basis as in 
previous years but full allowance has been made this 
year for obsolete and unsaleable items so that no 
overall reduction in value, such as was made at 
December 31st, 1953, was required this year. 

The auditors, who, the directors point out, have 
made a thorough examination of the stock valuations, 
express themselves as entirely satisfied that the stocks 
are fairly valued. ` . 

Mr Richardson, in his address to the meeting, said 
that the new board had taken over at a time when the 
company appeared to be heading for bankruptcy. 
They had been faced with antiquated and’ inefficient 
methods and machinery. In the current year, however, 
sales for the four months to the end of April were 
LG per cent up. Stockholders, however, would need 
to exercise patience. 


The directors, he added, had received more than 
one take-over bid. Any such offers that appeared 
acceptable would be submitted to shareholders. 


Auditors’ Position 


Since our reference to the affairs of Hide & Co and 
the reprint of the accounts, we have had the oppor- 
tunity of meeting a member of one of the leading 
City finance houses who was present at the annual 
meeting. One has to admit that a company meeting is 
a meeting between shareholders and the officials of 
their company, including the auditors, and that 
shareholders by their numerical strength are the 
most likely to be the principal cause of uproar. But 
one of the points of his comment was the lack of 
respect shown to the auditors who had felt it neces- 
sary to qualify their report. | 

If this impression is correct, it is a matter for 
regret. Auditors at times have a difficult duty to 
perform and it is their due that they should be 
accorded as much consideration at least as would be 
given, for instance, to an umpire or referee in other 
spheres. 

And as we have said on other occasions, when an: 
auditor raises a query in connection with his report, 
the points raised should be dealt with by the board in 
the context of the report and accounts. It is good 
practice, and moreover, with such queries settled in 
the context of the accounts so far as they can be 
settled, there is more likelihood of a peaceful meeting 
when directors and shareholders meet. 


Pence per Unit 


All of us know the political capital that is made out 
of dividends expressed as a percentage of nominal 
capital without regard to the size of the capital 
employed. Unfortunately it is one of the results of the 
system. If a company announces that it is paying a 
50 per cent dividend on its ordinary shares (when the 
capital employed is several times the nominal amount) 
it is impossible to claim that those who repeat the 
company’s statement are not telling the truth. 

One can bring nominal capital more into line with 
capital employed, as very many companies are now 
doing, but the issue of ‘bonus’ shares can be mis- 
construed. 

Perhaps something is possible on the lines used by 
the directors of the Army and Navy Stores Ltd in 
declaring dividends in terms of pence per stock unit, 
although, of course, a more convincing answer is in 
‘no par value’ shares, 


Money Market 


For the third successive week there was little change 
in Treasury bill conditions. On May 2oth the average 
rate held at £3 18s 4-64d, the market bidding at 
£99 os 5d again. Applications totalled £375,595 and 
this week the offer is increased to {250 million. 
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May 28th, 1955 THE ACCOUNTANT 


Reports of Public Companies 


THE ACCOUNTANT ANNUAL AWARDS 
Winners of the 1955 Awards Announced ` 


The names of the winning companies in 1955 of The Accountant Annual 
Awards for reports and accounts of public companies are now announced 
by the Panel of Judges. 

All those reports and accounts presented at annual meetings held within 
the year ended December 31st, 1954, which were submitted for consideration 
for the 1955 Awards — a larger number than last year, when nearly 500 were 
received — were subjected to a preliminary screening by reference to 
standards of qualification determined by the Panel of Judges, and a number 
were selected for submission to the Panel for final decision. 

Following their detailed consideration of these, the Panel has made 
the Awards for 1955 to 


FORD MOTOR CO LTD and UNILEVER LTD 


The Awards, which are of equal merit, take the same form as the first 
Award presented in 1954 — each being a pair of fine hand-made silver wall 
sconces, specially designed to include symbols depicting commerce and 
the profession of accountancy. 


r Presentation by the Lord Mayor of London 
The Lord Mayor of London, Sir Seymour Howard, has kindly agreed to 
present the Awards in June at the Mansion House. A full report of the 
presentation will be published in these columns. 


Panel of Judges 
The following are serving on the Panel of Judges: Mr Montagu Gedge, q.c., 
Chairman; Mr W. L. Barrows, J.P., F.c.A.; Sir Harold Barton, F.cC.A.; 


Lord Latham, J.P., F.A.c.c.A.; Mr Thomas Lister, M.A., GA: Mr Bertram 
. Nelson, J.P., F.S.A.A.; Mr G. Tyser; Mr Derek du Pré, Editor, The Accountant. 
| The Awards 


The Accountant Awards are made annually to companies whose shares 
are quoted on a recognized stock exchange in the United Kingdom, in 
relation to the form and content of the report and accounts as issued to 
their members. The Panel of Judges attaches particular importance to the 
adequa of the information given and its presentation. 

The first Award, made last year, was presented by the then Lord 
Mayor of London to Thos. W. Ward Limited, of Sheffield. 


AWARDS FOR ‘SMALLER’ COMPANIES 
It is intended that in future years one of the Awards shall be made to the 
comparatively smaller company producing a simpler set of accounts. 
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TAXATION CASES 


Full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases, 


Commissioners of Inland Revenue v. 
Universal Grinding Wheel Co Ltd 


In the House of Lords 
March 30th, 1955 
(Before Viscount SIMONDS, Lord Porter, Lord 
Morton op HENRYTON, Lord Rem and Lord CoHEN) 


Profits tax — Distribution ~ Redemption of preference 
shares — Premium on redemption — Amount applied in 
reducing share capital ~ Companies Act, I929, Section 
46 — Finance Act, 1946, Section 44 — Finance Act, 
1947, Sections 30, 35, 36. 

The respondent company issued preference shares 
of {1 each, which were redeemable at a premium of 
7s a share. In 1947 the company redeemed the shares, 
and did so partly by an issue of new capital and partly 
by the application of profits. The premium of 7s a 
share was paid out of profits. 

The appellants contended that the only amount 
that had been applied in reducing the company’s 
share capital for the purposes of the proviso to 
Section 36 (1) of the Finance Act, 1947, was £I a 
share, while the company contended that the whole 
27s had been applied in that way. The Special 
Commissioners decided in favour of the company. 


Held (affirming the decision of the Court of Appeal), 
that the Special Commissioners’ decision was correct. 


In re Williams-Wynn 
In the Court of Appeal 
March 16th, 1955 


(Before THe MASTER oF THE ROLLS (Sir RAYMOND 
EVERSHED), Lord Justice JENKINS 
and Lord Justice ROMER) 


Estate duty — Interest in expectancy — Disposition to 
sons successively during life and failing issue ~ Disentail- 
ing and re-settlement by surviving son — Whether 
interest passed on latter's death — Wills Act, 1837, 
Section 29 — Finance Act, 1894, Section 7 (6). 

The testatrix, who died in 1911, disposed of her 
residue to¢hree trustees: 

‘to the use of my eldest son Maurice during his life and 

failing his issue to my second son Rafe during his life 

and failing his issue to my third son Geoffrey’. 
There were no words of limitation in relation to 
Geoffrey. 

Maurice, the eldest son, died in 1913 without 
issue. The third son, Geoffrey, had issue, but died 
in 1915. The second son, Rafe, survived till 1951, 
but also died without issue. In 1932 Rafe disentailed 
any entailed interest which he took, and he and the 
widow of Geoffrey executed a re-settlement in the 
same year. 

It was contended by the Inland Revenue that 
Maurice and Rafe took only life interests, so that on 


the death of Rafe in 1951 the settled assets passed 
to the representatives of the third son, Geoffrey. 
Accordingly it was contended that estate duty was 
payable, on the death of Geoffrey, in respect of the 
interest in expectancy of which he died possessed in 
1915. It was contended for the trustees that the 
interest conferred upon Rafe (and also upon Maurice) 
was an entailed interest; that the disentailing and re- 
settlement in 1932 barred any rights of those claiming 
through Geoffrey; and that no interest in expectancy 
passed to Geoffrey’s estate on the death of Rafe. 

Held, that the effect of Section 29 of the Wills 
Act, 1837, was that the words ‘failing issue’ referred 
to a failure established at the date of the death of 
Maurice and Rafe respectively; that accordingly 
Maurice and Rafe took life interests only; that on the 
death of Rafe in 1951 an interest in expectancy fell 
into Geoftrey’s estate; and that, therefore, estate duty 
was payable on his death pursuant to Section 76 of 
the Finance Act, 1894. 


Southern Railway of Peru Ltd v. Owen 


In the Court of Appeal 
March 17th, 1955 


(Before THe MASTER OF THE ROLLs (Sir RAYMOND 
EVERSHED), Lord Justice JENKINS 
and Lord Justice ROMER) 


Income tax — Remuneration of employees — Local 
legislation as to employees’ rights on cessation of 
employment — Sums due to employees at future dates — 
Whether deductible by employer when conditions fulfilled 
~ Income Tax Act, 1918, Schedule D, Cases I and II, 
Rule 3. 


The appellant company operated a railway in 
Peru, and by the legislation of the Republic of Peru 
it was bound to pay compensation to its employees 
upon the termination of their services provided that 
certain conditions were fulfilled; the provisions of 
this legislation were deemed to be imported into all 
contracts of service. The effect of the legislation was 
that if an employee was dismissed he was to receive 
‘salary compensation’ according to a scale, and the 
employee had similar rights if he gave proper notice 
himself. 

The company contended that provided that the 
employee was not dismissed for misconduct, and 
provided he gave the necessary noticé before resigning, 
the company became liable, year by year, to pay a 
specific sum, as deferred remuneration for that year, 
at the time when the employee’s service did terminate; 
and that, therefore, that sum should be allowed as a 
deduction for tax purposes in computing that year’s 
profit. It was contended on behalf of the Crown that 
no liability to make this payment arose until an 
obligation to make the payment came into existence, 
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and that that would be on the death or retirement of 
the employee; and that, therefore, the sum in question 
could not be deducted except in the computation for 
the period covering that date. The Special Com- 
missioners decided in favour of the appellant. 

Held (affirming the decision of Mr Justice Upjohn), 
that the effect of the legislation was not to provide a 
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minimum sum for each year’s service, and that there 
was not an obligation for income tax purposes in the 
year in which the services were rendered; that the 
liability in question arose only at the termination of 
the employment, and that the sum in question could 
be deducted only in the accounting period in which 
that event occurred. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


B.U.P.A. Accountants’ Group 


Sir, — There are in existence several associations 
which have been formed to shield their subscribers 
against heavy expenses arising from surgical opera- 
tions and other specialist treatment as a result of 
either illness or accident. Many of your readers may 
be interested to know that arrangements have been 
made with one of these associations — the British 
United Provident Association, a nation-wide, non- 
profit organization under the presidency of the Rt. 
Hon. Viscount Nuffield, G.B.E., F.R.S. — for the forma- 
tion of an Accountants’ Group, of which we are the 
honorary group organizers. 

As from June ver, therefore, the ‘Group Scheme’ 
facilities of this Association will be available to 
accountants in practice and/or to members of their 
staffs who are not eligible for membership of any of 
the Association’s other groups. 

Those who are already registered with the Associa- 
tion as individual subscribers may transfer to the 
Group and will be given full credit on a time basis 
for the unexpired portion of their last contribution. 
Members of the Group will be entitled to a rebate 
rising to approximately 20 per cent on the rates of 
subscription payable by individual subscribers. 

We shall be glad to send full particulars to any 
person interested in joining or transferring to the 
Accountants’ Group on receipt of a note of his or 
her name and address. 


Yours faithfully, 
ROSE, GLUCK & CO 
Hon. Group Organizers, 
B.U.P.A. ACCOUNTANTS’ GROUP 


Room 5, T4 Queen Victoria Street, 
London, EC 4. 


Gratuitous Improvement of Fixed Asset 


Srr,- A company has recently acquired ownership 
of a bungalow at no cost to itself. The circumstances 
are that the bungalow was built in 1949 as a show 
house on land belorfging to the company, an agree- 
ment being entered into with the builder’ that when 
the latter had no further use for the property as a 
show house, ownership would revert to the com- 
pany. This agreement has now been honoured. 

I shall be grateful if any of your readers can 


suggest the best method of dealing with the property 
in the company’s accounts and balance sheet. In 
particular, would it be correct and sufficient merely 
to note on the balance sheet the circumstances under 
which the asset had been acquired and the valuation 
afforded to it by the directors. Similarly, would 
references on subsequent balance sheets as to the 
amounts written off and expended on depreciation 
and repairs be sufficient to comply with the require- 
ments of the Eighth Schedule of the Companies 
Act? 

I would add that the property is unoccupied and 
no decision has yet been reached as to its ultimate use. 


Yours faithfully, 
Enfield, Middlx., A. J. WRIGHT. 


[Since the land was acquired in 1949 it has no doubt 
already appeared in the company’s balance sheet as a 
fixed asset, presumably at cost. Strictly speaking, the 
bungalow is not a separate additional asset, but 
represents an improvement of the land. It seems to us 
to be a sufficient compliance with the requirements of 
the Companies Act to continue to show the land at 
cost in the balance sheet. There must be many com- 
panies owning land the value of which is increased 
by adventitious improvements without cost to the 
owners, as where contiguous land is developed. — 
Editor.] 


An Apprentice in 1656 


Sir, ~ Your readers may be interested to hear that 
in the Bedwas and Machen exhibition of local history 
held for four days~ May 18th~21st-—there was 
exhibited a bond dated February 27th, 1656/7, 


*Whereby Thomas Morgan of Maughen [Machen] 
in the County of Monmouth, Eng. binds himself 
in the sum of £1,000 to Edward Hopegood of 
London, Merchant, for the good behaviour and 
diligence of his son, John Morgan, who is appren- 
ticed to Edward Hopegood.’ 


The bond lays down the duties of the apprentice, 
which appear to be solely to look after the books and 
accounts of Hopegood. 
I assume Edward Hopegood gave his ‘pupil’ a 
good training. 
Yours faithfully, 


Newport, Moy. C. GORDON JOLLIFFE. 
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REPORTS ON ACCOUNTS 
OF SOLE TRADERS AND PARTNERSHIPS 


We reproduce below the text of a staternent which the Council of The Institute of 

Chartered Accountants in England and Wales is distributing to all members. A 

limited number of additional copies has been printed and will be supplied without 

charge to students or other persons interested, on application to the offices of the 
Institute. 


(1) Practising members of the Institute have clients, 
such as sole traders and partnerships, who are not 
subject to statutory requirements relating to the 
preparation and audit of accounts. There is con- 
siderable diversity of practice among members in 
regard to the manner in which they associate their 
names with accounts they prepare or audit for such 
clients. Some members issue accounts in folders 
bearing their name and qualification, but without 
giving any indication of the capacity in which they 
have acted or the nature of the duties undertaken. 
Other members give an indication by means of a 
statement on the face of the accounts or by a separate 
report to the client. 

(2) The work which a member does is dependent 
upon the terms of his appointment by the client 
who may, on the ground of expense or otherwise, 
have limited the scope of the work to be done; it is 
also dependent upon the adequacy of the records 
kept by the client. There is a great diversity of 
circumstances and therefore uniformity of practice 
is neither possible nor desirable. - 

(3) Such diversity provides scope for misunder- 
standing as to the significance of the association of 
the member’s name with the accounts and any 
serious misunderstanding may damage the interests 
of the client or the professional reputation of the 
member. Accordingly, the Council considers it 
desirable to issue this statement for the guidance of 
members. 

(4) It is important that a client (including every 
partner in a partnership) should understand the 
degree of responsibility which the member accepts 
in relation to accounts or similar financial statements. 
Moreover, the accounts will normally be submitted, 
either by the client or on his behalf by the member, 
to the Intand Revenue and may be made available 
by the client to other third parties. It is desirable 
that anyone who sees the accounts should be aware 
of the nature of the responsibility which the member 
has undertaken towards his client. 

(5) The Council is therefore of the opinion that 
when a member allows his name to appear on, or be 
otherwise associated with, a balance sheet and profit 
and loss account, or similar financial statements, he 
should give a clear indication of the significance of 
the association of his name with the accounts. This 
‘indication may be given by means of a statement on 
the face of the accounts or by including thereon a 
reference to a separate report to the client. 

(6). The choice of method and the terms of the 


member’s statement or report to the client are for 
him to determine in the circumstances relevant to 
each client. In reaching a decision the essential 
matters for the member to consider are: 


(a) The capacity in which he has acted. 

(6) Whether the records appear to be reliable and 
adequate in relation to the nature of the 
business. 

(c) Whether he has been able to obtain necessary 
information and satisfactory explanations. 

(d) Whether the effect of the client’s instructions is 
to impose material limitations on the work to 
be undertaken; in particular whether the in-- 
structions involve the omission of work which 
the member would need to do in order to form 
an opinion as to whether the accounts show a 
true and fair view. 


The Member’s Statement or Report 


(7) Where the member has been appointed as 
auditor, he should state that he has audited the 
accounts and also state whether in his opinion 
they present a true and fair view subject to any 
reservations he may consider necessary. 

(8) In the great majority of cases the member will 
not have been appointed as auditor, although he 
may often carry out considerable auditing work in 
preparing the accounts. For such clients he should 
state that he has prepared the accounts and 
should then make such observations as will 
ensure that the association of his name with 
the accounts dees not imply that they can be 
regarded as more reliable than the circum- 
stances warrant. The following examples indicate 
how this general principle can be applied in three 
broad types of circumstance: 


(a) If the member is able to do so, having carried 
out sufficient auditing work to his satisfaction, 
he could state that he has prepared the accounts 
and in his opinion they present a true and fair 
view, subject to any reservations he may make, 
Such an opinion should not be expressed if 
the reservations are so extensive as to vitiate 
the opinion. 

(b) If the client’s instructions"involve the omission 
of work which the member would need to do 
in order to form an opinion as to whether the 
accounts show a true and fair view but the 
records are prima facie satisfactory, he could 
appropriately state that he has prepared the 
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accounts from the records and other informa- 
tion supplied by the proprietor but without 
verification thereof (or without verification of 
specified matters). 

(c) If however the records are materially inade- 
quate or otherwise unsatisfactory the member 
should state that he has prepared the accounts 
from records and other information supplied 
by the proprietor and should then specify the 
matters in respect of which he has been unable 
to satisfy himself, making clear the significance 
thereof on the reliability of the accounts. 

(ol Where the member finds it necessary to make 
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lengthy reservations it will normally be found con- 
venient to do this by means of a separate report to 
the client with a reference thereto on.the face of the 
accounts indicating that they are to be read in con- 
junction with that report. Where the member is able 
to make a short statement it will normally be more 
convenient and appropriate for this to appear on th 
face of the accounts. 
(10) If the accounts of a sole trader do not them- 
selves sufficiently indicate that they are confined to 
dealing with the position and results of a particular 
business carried on by that person, the member’s 
statement or report should contain such an indication. 


THE SOCIETY OF INCORPORATED 
ACCOUNTANTS 
SEVENTIETH ANNUAL GENERAL MEETING 


The seventieth annual general meeting of The Society of Incorporated Accountants 

was held at Incorporated Accountants’ Hall, Temple Place, Victoria Embankment, 

London, WC2, on Tuesday, May 17th, 1955, with Mr Bertram Nelson, J.P., 
F.S.A.A., President of the Society, in the chair. 


THE PRESIDENT’S SPEECH 
The Accountant and his Environment 


The President said: As we go about the daily affairs of our 
EE and colleagues, three areas of turbulence may be 
noticed: 


(1) The changing pattern of British industry and commerce, 
through the formation of large units, through mergers, 
nationalization and grouping. 

(2) The distortion of business policy which arises through 
taxation and restrictions. A business decision is often 
taken mainly in relation to taxation consequences; 
the incidence of purchase tax can completely change 
production programmes; restrictive practices and 
international barriers alter the whole pattern of trade. 
Profits vary not in ratio to the business ability but in 
relation to these factors and to inflation. 

(3) Technological developments which are notably accelera- 
ting. 

How is the accountant affected? What contributions can 

he make in this changing environment? 


Large-scale Industry and Commerce 


In a recent book on Retail Distribution, Dr J. B. Jeffreys 
gives some figures of the growth of multiple shop firms, 
owning 25 branches or more. In 1900, such firms had 
9,251 shops; today they have over 40,000. The increasing 
powers of the multiple shops, the chain stores and the 
departmental stores is clearly seen in every shopping 
centre in the country. 


PROPORTION OF TOTAL RETAIL SALES UNDERTAKEN BY THE 
DIFFERENT T'YPES OF RETAILERS 


1900 1935 1950 
Type of Organization Per cent Per cent Per cent 
Co-operative societies 60-70 8:5—10°5 Io'o-— I2'O 
Departmental stores ..° ro-ze 4o- 55 4°5— 6o 


Multiple shop retailers 3:0 — 4°5 
Other retailers (by 
difference) .. 86's -90'0 67:0-—73°5 61'5 -675 
Some trades have been specially affected by this change 
of pattern, In men’s and boys’ wear, for example, the 
independent retailer was in 1900 doing nearly 95 per cent 


140 — 17°0 ° 18-0 ~ 20°5 


of total sales; today, he is doing only about zo per cent. In 
this period of fifty years, sales by multiple shops have 
increased eleven-fold, by departmental stores six-fold and 
by co-operative societies four-fold. 

The same kind of transition has been taking place in 
industry. We are living in the days of large-scale industries, 
with new problems of management, problems which 
cannot be solved merely by intensifying methods appropriate 
to smaller organizations. 

It might have been expected that such major changes in 
the pattern of commerce might have already changed the 
pattern of the accountancy profession, so that there was 
little scope for the single practitioner or for the medium- 
sized firm. This has not happened. While the larger firms 
have grown fast, to the advantage of the profession, and 
while there have been many amalgamations, the number 
of sole practitioners has continued to increase. In London, 
for example, there has been an increase of about 45 per 
cent since 1939, taking the Institute and the Society 
together. The number of medium-sized firms (with two to 
ten partners) has remained substantially unchanged in this 
period. There are no indications yet of any lowering in the 
demand for the services, the personal services, of the small 
and medium-sized firm. 


The Future of Small Businesses 


The increase in the number of large business units does 
not necessarily involve the decay of small businesses, 
Continued growth from small beginnings is essential for 
the health of this country, and our destiny probably lies 
in the direction of a mixed economy. When small businesses 
decline, the decay may be due to factors not related to 
business efficiency or to consumer service. Much of the 
power of the large unit comes from command of capital and 
from large-scale buying. In the United States, experiments ` 
have recently been in progress whereby a number of 
independent retailers co-operate in ‘group wholesaling’ 
(i.e. in a common buying office), which has been found to 
give the independent trader many of the advantages which 
the multiple stores get from large-scale buying. It is clear 
that there could be considerable cost reductions which 
would help the independent trader. These cost reductions 
could often be based on accounting inquiries, such as have 
been developed in,the U.S.A. under the inexplicable title of 
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‘Expense centre accounting’ or, in the United Kingdom, as 
“The productivity unit accounting’. 

The independent trader suffers through inability to 
employ on his staff experts in every field — he must be his 
own expert — but he will gain much from occasional advice 
from specialists. One of the great needs of British industry 
and commerce at present is to bring up the inefficient 
business to the level of the efficient. The accountant, with 
his wide business experience, may have an important role 
to fill in spreading information and techniques. It is 
important that accounts should be used not only for 
taxation purposes but as a basis for policy decisions. It is 
important that we should make our accounting forms much 
more intelligible to laymen. It is important that we should 
help our clients to find their accounts more interesting and 
that we should devise methods for keeping the accounting 
records of small businesses at lower cost than at present. 

It is the experience of many accountants that a practice 
based solely on audit work would be unable to pay staff 
salaries adequate to recruit and retain the experienced staff 
necessary. It is important that the profession should 
develop its own techniques so that we can do our work 
efficiently and give practical service to our clients. 


The Distortion of Industry 


The writer of Ecclesiastes noted that ‘Sentence against an 
evil deed is not executed speedily’. The ill-effects of a 
decision by a Government or a board of directors or a 
trade union are not seen promptly. Accountants are in a 
special position to detect tendencies, often at a time when 
remedial action may be taken. ‘All the progress of mankind 
to date results from the making of careful measurements.’ 
In a complex civilization where results are not -easily 
traced back to their source, the profession has a. special 
responsibility. 

We have many opportunities of seeing how the affairs of 
our clients may be distorted by accidents of taxation. There 
is urgent need for the reform of corporate taxation, for the 
reform of purchase tax and estate duty, and for warfare on 
barriers and restrictions. When distributable profits are 
substantially affected by factors such as these, the relative 
profitability of industries and commercial units may be 
seriously affected. An industry or business which ought, in 
the national interest, to be growing fast, may not be showing 
sufficient distributable profits to attract new capital or to 
build up development resources through retained profits. 
The pattern of British industry may acquire quite the 
wrong shape; the fundamental industries which ought to be 
expanding may be held back and ephemeral industries, 
which do no good to the national interest, may flourish. 

When the extent and direction of capital expenditure 
are being considered, accurate information is essential. It 
is satisfactory that the Government has, in recent years, 
adopted the technique of the profession — the double- 
entry system — for the national accounts, as indicated, for 
example, by Estimates of National Income and Expenditure 
(Cmd. 9423). It is to be hoped that some time the Govern- 
ment will go further and realize the deficiencies of the cash 
basis methëd — that it will endeavour to draw up a true 
income and expenditure account, subject to such variations 
as are necessary to maintain the cash budget. It Is to be 
hoped that the censuses of production and distribution will 
become more realistic, with results published at a time when 
they can still be used. The recurrence of crises indicates 
how narrow is the margin in the national economy between 
success and failure and how important it is that accurate 
information should be available. 

The main threat to our prosperity is still waste of time. 
The accountancy profession has work to do in detecting 
where this waste is occurring. 


Technological Progress 


The astonishing rate of technological progress affects the 
accountancy profession closely in one field~that of 
electronic accounting. It is important that the profession 
should not lose the opportunities which ewill come in the 
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next few years. Electronic accounting is no more than a 
new way of handling figures. It does not change the essential 
principles of accountancy and there is no reaspon why, if 
the profession is interested, there should be any necessity 
for setting up a new profession. We shall not, however, be 
able to keep pace with technological’ progress generally 
unless we keep in touch with other professions and with 
overseas developments. 

Increasing specialization is inevitable and should be 
based on a broad, general education and on the development 
of post-graduate work, which our Research Committee is so 
successfully undertaking. Specialization may express itself 
in an increasing number of specialist consultants (on the 
analogy of the medical profession) or in the admission into 
practising partnerships of members with experience of 
industry. It would be excellent if the flow from professional 
practice into industry, which has been so marked a feature 
of the past thirty years, could in the next thirty years be 
matched by a return flow. 


Educational Methods 


Our examination syllabus, while maintaining the basis of a 
broad liberal education, is developing amidst these changing 
needs so that more emphasis is placed on the interpretation 
and the use of accounts. Our traditional educational methods 
have great advantages. They are convenient and they are 
practical. Articled clerks and bye-law candidates who are 
prepared to think are given the best incentive of all- 
increased responsibility in their daily work. 

These advantages must be retained, but education 
methods have changed greatly in recent years and it may 
be that the time has come for the Society to take greater 
responsibility for education as well as for examinations. 
Professional education, which should be exciting and 
interesting, is often dull. Each year, our entry of articled 
clerks and bye-law candidates exceeds 1,000, but fewer 
than 500 pass their Final examination. That so many fail 
to qualify is an indication of the high standards of our 
examinations, which should not be surpassed by any 
accountancy examinations in the world. It may be, however, 
that the profession is losing the services of good candidates 
through deficiencies in our educational methods. Sir James 
Mountford recently reviewed failures in the University of 
Liverpool and came to the conclusion that four steps were 
necessary: 


(1) a constant endeavour must be made to improve 
methods of recruitment and selection; 

(2) every student should be in contact with someone who 
takes a positive and active interest in his welfare and 
to whom he can freely go for help and advice in 
every kind of personal difficulty; 

(3) the curriculum must not be overloaded; 

(4) teaching methods, which may be impeccable as 
regards content, are useless if they disregard teaching 
techniques. 

We may have something to learn from these suggestions. 


The Basis of Professional Education 


There may be need for some integration of our examination 
subjects, some re-writing of our text-books, some further 
emphasis on the training of judgment and the formation of 
style. We may need to balance our curriculum in relation 
to a much wider purpose than is at present recognized. 
Dr Eric Ashby has recently written as follows in relation to 
professional education generally, the words relating to 
accountancy being my own insertions: 


‘When liberal education is served as a sort of separate 
dish beside the professional courses, there is a pervasive 
futility about it which students do not fail to notice. This 
futility might be avoided if we took the plunge and made 
the professional school the core of modern humanism.. 
By this I mean teaching accountancy as though it were 
the central core of knowledge (as, indeed, it is for each 
specialist in it), intimately related (as, indeed, all profes- 
sional knowledge is) to history, economics, social 
philosophy and the rest. An accountancy student can 
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hardly be expected to regard accountancy as a trivial 
subject compared with philosophy (though to a phil- 
osopher, that is doubtless just what accountancy is); but 
an accountancy student, taught from the beginning to 
regard his subject as intimately related to law and to 
economics and so to international affairs, will suddenly 
realize the relevance of a liberal education. He will see the 
relevance of talking to other specialists if he can do it from 
the point of reference of his own specialism. Reflection on 
the social and moral consequences of his subject would 
then become an integral part of his professional course.’ 


Education is incomplete’ unless it brings with it a fresh 
sense of wonder and awareness that we are standing among 
great mysteries. 

The Society 


I cannot quite emulate Mr Witty in his knowledge of 
every President of the Society since 1885, but my family 
has been closely associated with the work of the Society 
since its earliest days. 

In the words of the explanatory memorandum issued 
with the notice convening the extraordinary meeting to be 
held later today (words which I did not myself devise) 
‘the Society, now in its seventy-first year, has attained 
considerable status as an independent, progressive and 
energizing force throughout the whole of the accountancy 
world’. I believe that the Society and its members are well 
equipped to meet the changing needs which I have surveyed. 
Our Research Committee is doing work which is without 
parallel and which has great promise for the future. My 
confidence in that future has increased week by week as I 
have visited Branches and District Societies, to whose 
officers and committees all of us owe so much. May I here 
record also my warmest thanks to the Vice-President, Sir 
Richard Yeabsley, and my colleagues on the Council, to 
Craig, Mr Evan-Jones and the members of the Society’s 
stail. 

My confidence is strengthened by the happy relations 
which exist between the accountancy bodies in this country 
and abroad. These relations have never been more satisfac- 
tory, and I am grateful to those kindred accountancy 
bodies for much hospitality and kindness. The profession 
has a great future. I do not think, however, that we shall 
achieve success until we attain the long-hoped for goal of 
registration, My belief is that, with the growing unity of 
the profession and the growing public realization of the 
dangers of unqualified practice, progress towards co- 
ordination will be accelerated. Successive Presidents of the 
Society have indicated how firmly the Council feels on this 
matter. In the words of my immediate predecessor, “The 
Council is convinced that the time for registration is long 
overdue. The Council will spare no effort in playing its 
part in trying to resolve present difficulties and secure the 
settlement which we all so much desire’. 

As we meet today for our seventieth annual meeting 
our hope is that the Society will continue to grow in 
wisdom, in kindness and in fame. 

The President concluded by proposing the adoption of 
the report of the Council and the accounts; the Vice- 
President, Sir Richard Yeabsley, seconded. 


DISCUSSION 


Mr P. F. Prerce (North Lancs): We are indebted to you for 
your opening address, Mr President. ... I might say that 
the statistics with which you supplied us relating to the 
pattern of retail trade’could perhaps, as all statistics tend to, 
mislead us because in the period from 1900 to 1950 the 
total volume of trade has increased so much — production 
has increased so much — that I think the sole practitioners 
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and small firms still have a very good chance because they 
are probably auditing or giving their services to a much 
larger volume of trade than they were in the earlier years. 
Unless during the next few weeks we have a complete 
reversal of political fortunes, I do not think that the day of 
the sole practitioner is finished, particularly if we can be 
assured that he can be guaranteed adequate remuneration 
for the skill which he is supposed to possess. e 

That brings me to a remark which you made which was 
to my mind just a little alarming; the fact that an account- 
ancy practice based solely on auditing work may not be 
adequate to provide the sort of salaries for the staff that 
we would wish to employ. I think that is a shocking 
admission for us to have to make at this stage. That again 
brings me to a point which arises in North Lancashire, and 
I see that Devon and Cornwall are going to raise the subject 
at this Society’s meeting tomorrow; that is, that at a very 
early date consideration should be given to much more 
accurate guidance, in the matter of wages and fees, from 
the parent body. I think we can achieve that, first of all, by 
making a careful survey of conditions as they are at present; 
a careful comparison of the wages being paid in industry 
and the wages in the profession, collating the same and 
seeing if we can find what is happening now through, 
perhaps, our research department or from the political side 
seeing how we can apply that to our practices at present. I 
would suggest that we get on with that as soon as we can. 
That is bound up, of course, with the registration of the 
profession. Until we can get very much further with that, 
I think scales of fees and wages will have to be theoretical. 
I should like to see the Council double and redouble its” 
efforts with regard to registration, because time-lags rather 
give the impression to the average member who does not 
come into intimate contact with the Society, that things 
are rather static and he might get discouraged. 

With regard to technicological developments, I think 
perhaps we should take every possible advantage of them 
and that we ought to have the utmost research to put 
machine accounting and electronic accounting well to the 
fore. All our members should take the utmost advantage 
they can of these modern methods. 

I think with that I should conclude my remarks. I think 
we might give consideration to the question of machine 
accounting as applied to auditing. We might consult with 
the machine people to see if we can have a machine which 
will be useful for auditing and do away with a lot of the 
E checking and laborious work which our juniors have 
to ao. 

THE PRESIDENT: Are there any other comments? (No 
response). I am grateful to Mr Pierce for expressing my own 
views: confidence in the future of the small practitioner and 
medium-sized firm. I cannot undertake that the Research 
Committee will ever develop an auditing machine to do the 
entire work for us; perhaps, indeed, that might not be 
desired. The resolution for the adoption of the report and 
accounts has been proposed and seconded. Is it your 
pleasure that the accounts be so adopted? 

(The report and accounts were adopted.) 


Presentations 


The President then presented the Gold Medal for the year 
to Mr John Desmond White, an articled clerk, of Mr 
Malpas, of Messrs Malpas, Simmons & Co, Bournemouth, 
and the Silver Medal to Mr Michael Henry Wheaton, of 
Port Talbot, who was first articled to Mr Plewman, of 
Messrs Keens, Shay & Keens, of Bradford, and on the 
removal of his family to Wales his articles were transferred 
to Mr Glaville Mullens, of Messrs Mullens & Robinson, 
Port Talbot. 


ELECTION OF MEMBERS OF THE COUNCIL 


Tue PRESIDENT: We come now to the election of members 
of the Council. As members will have seen from the report, 
there are eleven members of the Council who retire under 
the provisions of Article 49, and nine of those eleven are 


eligible for re-election. In addition, there are three members 
who were appointed to fill casual vacancies and have offered 


themselves for formal election at this meeting. ` 
I think the firse matter for consideration is that you 


616 


would all wish that I should express to the two retiring 
members of the Council our warmest thanks. Those two 
members are Mr Faulks and Mr Hannah. Mr Faulks has 
served the Society as a member of the Council, and in 
particular as the chairman of the Board of Examiners, for 
many years. We shall greatly miss him on the Council. 
Mr Hannah tells me that this is the thirty-ninth annual 
general meeting of the Society which he has attended. He 
rendered many services to the Society in Liverpool where 
he was successively Secretary and President. He again is a 
colleague whom we shall greatly miss and whose services 
will long be remembered. May I move that we express our 
warmest thanks to Mr Faulks and Mr Hannah, and may I 
ask the Vice-President to second? 

THe Vice-PrRESIDENT: With regret, but with great 
sincerity, I second the resolution, 

(The resolution was carried with acclamation.) 

Tse Presipent: I will now ask Mr Cassleton Elliott to 
move the next resolution. 

Mr E. CASSLETON ELLIOTT: I move that the re-election 
of the nine members who retire in accordance with the 
provisions of Article 49 be dealt with in one composite 
resolution. 

Mr Ricwarp WITTY: I second the proposition. 

E resolution was carried unanimously.) 

CassLeTon ELLIOTT: I now have pleasure in 
SE that each of the retiring members of the Council 
who retire in accordance with the provisions of Article 49, 
namely: Edward Baldry, Richard Wilson Bartlett, Charles 
Victor Best, Frank Sewell Bray, Andrew Brodie, Leonard 
Cecil Hawkins, Bertram Nelson, William George Ainge 
Russell and Richard Ernest Yeabsley be re-elected. 

Mr Ricuarp Witty: I have pleasure in seconding that 
resolution, 

(The resolution was carried unanimously.) 


‘THE PRESIDENT: Thank you. We now come to the election | 


of members of the Council appointed to fill casual vacancies 
which have arisen during the year. I will ask Mr Barrowcliff 
to move. 

Mr C. Percy BaRROWCLIEF: „I have to submit this 
resolution to you: 


“That Mr James Stanley Heaton, Fellow, Bradford, who was 
appointed as a member of the Council under the provi ons of 
Article 48 to fill the Kr caused by the death of Mr T. H. 
Nicholson and who held office until this meeting, be and is 
hereby elected a member of the Council.’ 


I do that with a very great deal of pleasure, and I am 
sure I have no need to gild the lily in Mr Heaton’s case. All 
the Society members know him as an active member of the 
Bradford District Society and its present President, and, of 
course, to outside district societies his name is very well 
known for his association in the work of taxation, so I do 
warmly commend it to you. His age, his work for the 
Society and his personal achievements I am sure must 
commend him as a very worthy member of the Council. 

Mr F. Dean (Bradford): It gives me great pleasure to 
second this proposition. It is more than twenty-five years 
since the Bradford Society had a member who acted for 
and served us on the Council. I refer to the late Mr William 
Claridge, under whom I served articles. During the 
intervening period we have been waiting patiently for a 
man to arise in our own District Society of the stature 
required to fill a vacancy of this description, and although 
some of our members may have been somewhat impatient, 
I think our patience was duly rewarded when you, Mr 
President, on behalf of the Council, were able to tell us at 
the dinner in March of this year that Mr James Heaton had 
been elected to fill the vacancy on the Council. You will 
remember how delighted our members and friends were 
on the announcement of that news. 

Mr Heaton has, as has already been said, established for 
himself a reputation both inside tHe Society and in fields 
wider than our own members, and we who know him very 
well in our own Society are certain that he will carry out 
his duties as a member of the Council with all the distinction 
and dignity which is required to fill thet office. It therefore 
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gives me the very greatest pleasure to second this Geer 

(The resolution was carried.) 

Sir FREDERICK ALBAN: It is with fatherly, if not grand- - 
fatherly, pride that I move: 

“Chat Mr Frank Edward Price, Fellow, London, who was 
appointed as a member of the Council under the provisions of 
Article 48 to fill the vacancy caused by the resignation of 
Mr C. A. G. Hewson and who held office until this meeting, 
be and is ‘hereby elected a member of the Council.’ 

It is unnecessary for me to say much in support of this 
motion. Mr Price, who is an honours man of our own 
Society and of the Institute of Municipal Treasurers and 
Accountants, has carved out for himself a pre-eminent 
place as a specialist in the accountancy profession. By 
reason of his association with parliamentary committees and 
public bodies he is in a position to do outstanding service 
to the accountancy profession. He was brought up in an 
old-fashioned but good stable, and I cordially recommend 
this resolution to the meeting. 

Mr James A. ALLEN: It gives me great pleasure to second 
this resolution. There is really nothing I can add to the 
remarks so ably made by Sir Frederick Alban, except 
merely to confirm that they have my sincere support. 

(The resolution was carried.) 

THe Vice-PRESIDENT: With great sincerity, and indeed 
pleasure, I submit to you the following resolution: 

“That Mr Spencer Laurence Pleasance, Follow, London, 
who was appointed as a member of the Council under the 
provisions of Article 48 to fill the vacancy im the Council 
caused by the resignation of Mr W. H. Fox and who held 
office until this meeting, be and is hereby elected a member 
of the Council.’ 

Mr Pleasance, as most of you know, is an accountant in 
industry and this Society is very pleased inde ad to welcome 
as another member of the Council one wao serves the 
profession in industry. A very great deal car; be done and 
is being done by our members in industry ' o further the 
well-being of the profession, and there are few‘, in fact none, 
whom I would consider better able to fort er them than 
Mr Pleasance. He followed me, as many ofi you know, as 
chairman of the London District Society. if know him to 
be a man of great worth, and without any hi ssitation at all 
I submit the proposition to the meeting. 

Mr W. F. Epwarps: It gives me very j:reat pleasure 
indeed to second Sir Richard’s remarks, and I second the 
proposition with confidence and pleasure. 

(The resolution was carried.) 

THe PRESIDENT: We turn now to the vacancies which 
have been caused by the resignations of Mr Faulks and 
Mr Hannah. I will ask Mr W. G. A. Russell to move in 
respect of the first vacancy. 

Mr W. G. A. RusseLL: Mr President, ladil:s and gentle- 
men, I have very much pleasure in moving that Mr Harold 
Leslie Layton, Fellow, London, be elected aš a member of 
the Council to a the vacancy caused by the retirement of 
Mr M. J. Faulks. 

Mr Layton is a well-known practitioner in the City, and 
the members attending this meeting today whi do not know 
Mr Layton I suggest should go to the Cam ridge course 
this year where he is presenting one of the mi lin papers. 

Mr A. C. SIMMONDS: I have great pleasure i in seconding 
that resolution. | 

(The resolution was carried.) 

Mr R. Witson Bart ett: I have very uu 6 pleasure in 
proposing that Mr Albert Blackburn, Fellow, Newport, 
Mon, be elected as a member of the Coun':il to fill the 
vacancy caused by the retirement of Mr A. Hiinnah. 

I have known Mr Blackburn for very manv years, but I 
am going to leave the whole of the comrnents to the 
seconder, who I believe is Mr Stanley, the President of the 
South Wales and Monmouthshire District Society. 

Mr W. W. Groe: It gives me very gre: t pleasure to 
second the nomination of Mr Albert Blackburr as a member 
of the Council of our Society. I have known ie Blackburn 
now for nearly twenty-five years, in fact, when I first 
became a student member of the Society! he was the 
secretary of the Newport Students’ Section! A few years 
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later he joined the important steel producing firm of 
Whitehead Iron and Steel Co, Newport, and has risen in 
that firm to the position of secretary and director. I feel sure 
that if this nomination is accepted he will make a contribu- 
tion to the affairs and well-being of the Society. It gives me 
very great personal pleasure to second this nomination, and 
I extend to Mr Blackburn the good wishes of the South 
Wales and Monmouthshire District Committee. 

(The resolution was carried.) 

THE Presipent: The final item on the agenda of this 
annual meeting relates to the auditors, and I would ask 
Mr V, A. Bell to move the resolution. 

Mr W. L. KARAMELLI: Mr President, may I have a word 
on a point of order? I should like to ask whether it is in 
order for an auditor to second a resolution nominating a 
member of the Council? 

Tae PRESIDENT: We will take legal advice forthwith. I 
am advised by Mr Norton, our solicitor, who in addition is 
the Vice-President of the Law Society, that it is in order. 
Is Mr Karamelli happy? 

Mr W. L. KARAMELLI: Yes. I did not want anything to 
be out of order. 

Mr V. A. BELL: It gives me great pleasure to move 
(i) that the fee of Mr Stanley I. Wallis, Incorporated 

_Accountant, Nottingham, who is willing to continue in 
office as auditor for a further year, be fixed at one hundred 
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guineas for such year, travelling expenses to be paid in 
addition; (ii) that the fee of Mr James A. Allen, Incorporated 
Accountant, London, who is willing to continue in office 
as auditor for a further year, be fixed at one hundred 
guineas for such year. 

There is only one thing I ask, if I may depart from my 
brief, and that is that no one asks me to justify these fees 
by the Treasury scale. I feel sure myself, (eat the reward 
is rather in the knowledge of work well done than in the 
adequacy of the fee. I should like to couple with both these 
resolutions a warm vote of thanks to Mr Wallis and Mr 
Allen for their services to the Society. 

Mr R. H. Taytor: I beg to second that resolution, and 
I would endorse the vote of thanks to Mr Wallis and Mr 
Allen for their services. 

(The resolution was carried.) 

THe PRESIDENT: We are grateful to our auditors. I am 
sorry that Mr Wallis cannot be here today, but perhaps 
Mr Allen, his colleague would tell him how much we 
appreciate the services given by the auditors. (Applause.) 

THe PRESIDENT: That, members of the Society, concludes 
the business of the annual general meeting. 

A report of the proceedings at the Society’s extraordinary 
general meeting which followed, and the 1954 report of the 
Trustees of the Incorporated Accountants’ Benevolent Fund 
will appear in next week’s issue, 


NOTES AND NOTICES 


Personal 


Messrs BERTRAM, Kipson & Co, of 17 Waterloo 
Road, Wolverhampton, announce that as from 
April 6th, 1955, they have taken into partnership 
Mr Dennis Harry BURTON, A.C.A., who has been a 
member of their staff for several years. He is the son 
-of Mr Harry BURTON, F.A.C.C.A., a partner in the 
‘firm. The name of the firm will remain unchanged. 


Messrs BapDIEL, SLEEMAN & Co, of 20 Walter 
Road, Swansea, announce that Mr JOHN GWYNNE 
POWELL, A.S.A.A., who served his articles with the 
firm and has since been closely associated with them 
for a number of years, was admitted to partnership 
on April 6th, 1955. ‘The name of the firm will remain 
unchanged. 

Messrs F. G. B. LevsHon & Co, of Merthyr Tydfil, 
announce that Mr Ewen Lewis, A.S.A.A., has been 
admitted into partnership. The name of the firm 
will remain unchanged. 


Messrs RIcKARD:CHAMBERS & Co, Incorporated 
Accountants, of Colonnade House, 1 High Street, 
Worthing, Sussex, and at London and Southend- 
on-Sea, announce that Mr R. York RICKARD, F.S.A.A., 
has retired from the firm. The practice will be con- 
tinued by the remaining partners under the same 
style and at the same addresses. 

Messrs RICKARD & Co, Incorporated Accountants, 
ofa 20 Southampton Place, London, WC1, and 
Midland Bank Chambers, 143 High Street, Southend- 
on-Sea, announce that their senior partner, Mr R. 
York RICKARD, F.S.A.A., has retired from the firm 
but will continue to be available in a consultative 
capacity. The practice will be continued by the 
remaining partners under the same style and at the 
same addresses. 


$ 


Professional Notes 


Mr W. N. Herald, Sea, has been appointed a 
director of Joshua Tetley & Son Ltd as from June 
ist, 1955. Mr Herald retired from the West Riding 
partnership of Messrs Peat, Marwick, Mitchell & 
Co on April 30th, 1955. 


Mr H. A. Adams, A.C.A., F.T.1.1., has been appointed 
a director of Suez Contractors (Aviation Services) 
Ltd. 


Mr John E. Critchley, F.c.A., has been elected to 
the board of City Motor Co (Oxford) Ltd. 


Mr J. Harrison, F.c.4., senior partner in the firm 
of Harrison, Son, Hill & Co, Chartered Accountants, 
has joined the board of Beoley Mills Ltd, the pro- 
prietors of the National Needle Company of Redditch, 
and has been appointed chairman. 


Census of Distribution 


The Board of Trade has announced the appointment 
of a Statutory Advisory Committee to advise on the 
preparation of forms and instructions, and the making 
of any Order, for a sample census of distribution and 
other services to be taken in 1957 in respect of the 
year 1956. 


Mr J. Stafford, cp, of the Board of Trade, is 
chairman of the Committee, and the fifteen members 
include Mr. M. R. Davies, F.c.a., A.C.L.S,, Mr J. W. 
Margetts, A.C.A., AS.AA, and Mr G. F. Todd, 
O.B.E., C.A. 


The joint secretaries are Mrs M. Venning 
and Mr A. E. Whitby, of the Statistics Division, 
Board of Trade, Lacon House, Theobald’s Road, 
London, WCr. » 
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THE INSTITUTE’S 75th ANNIVERSARY 


The Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants 


Members of the Hull, East Yorkshire and Lincoln- 
shire Society of Chartered Accountants held a dinner 
on May 2oth at the Guildhall, Hull, in celebration 
of the seventy-fifth anniversary of the granting of 
the Institut2’s Royal Charter. 

Among the 16c members and guests present were 
Councillor =f. W. Jackson, Lord Mayor of Kingston 
upon Hull, and 

Mr A. S. Horsley (Sheriff of Kingston upon Hull); His 
Honour Judge C. S. Newcastle, q.c.; Mr C. M. Strachan, 
O.B.E., F.C.A. (a member of he Council of the Institute); 
Mr S. B. Heinsworth, pt (President, Hull Incorporated 
Chamber of Commerce: and Shipping); Mr H B. Niven, 
F.B.I. (President, Hull and District Centre of the Institute of 
Bankers); Mr C, H. Pollard, ops, F.S.A.A., F.I.M.T.A, (City 
Treasurer of Kingston upon Hull); Mr E. B. Burstall (Presi- 
dent, Hull Incorporated Law Society); Mr R. L. Davy, 
F.S.A.4. (President, Incorporated Accountants’ Hull and 
District Society), and Mr H. W. Young, A.A.C.C.A. (President, 
Hull and District Society of the Association of Certified and 
Corporate Accountants). 

Mr H. F. Strachan, F.c.a.,, President of the 
Society, was in the chair and the Institute was 
represented by the Vice-President, Mr W. 5. 
Carrington, F.C.A., accompanied by Mr C. H. 8. 
Loveday, A.C.A., an Assistant Secretary. 

Mr 8. B. Hainsworth proposed the toast of the 
Institute and the response was made by Mr 
Carrington. Mr H. F. Strachan proposed the toast 
of the guests and Mr H. B. Niven responded. 

The occasion, which proved most enjoyable, 
replaces the Society’s biennial dinner which was due 
to take place in the autumn. 


Grimsby and North Lincolnshire Branch 


The Grimsby and North Lincolnshire Branch of 
the Hull, East Yorkshire and Lincolnshire Society 
of Chartered Accountants celebrated the anniversary 
with a luncheon at The Royal Hotel, Grimsby, on 
Monday, May 16th, with their chairman, Mr R. H. R. 
Marshall, ¥.c.a., presiding. About 100 members and 
guests attended. 


Among those present were the Rt. Hon. the Earl of 
Ancaster, L.L., J.P., T.D.; Mr C. M. Strachan, 0.3B.£., F.C.A. 
(member of the Council of the Institute); the Mayors of 
Grimsby, Louth and Cleethorpes; Mr H. Strachan, 
F.C.A. (President, the Hull, East Yorkshire and Lincolnshire 
Society af Chartered Accountants) Mr H. A. Howden 
(President, the Grimsby and Cleethorpes Law Society); 
Mr F. H. Smith, a.c.a. (Chairman, the Lincoln Group of 
Chartered Accountants); Mr H. V. Heckford, opp, (H.M. 
Inspector of Taxes); Mr R. Forge (President, the Great 
Grimsby and District Chamber of Commerce and Shipping); 
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Mr E. E. Wildsmith (President, the Grimsby 2nd District 
Local Centre, the Institute of Bankers); IAr J. F. Pye 
(President, the North Lincs Branch of the Natts, Lincs and 
Derby Society of Architects); Mr K. Baxter (President, the 
Grimsby Insurance Association); Mr A. W. Lee (Chairman, 
the Grimsby and District Chamber of Trade); ard Mr A. A. 
Beardsall, F.c.a. (President, the Grimsby and Nerth Lincoln- 
shire Branch), whose father was one of the original members 
of the Institute. 


The Rt. Hon. the Earl of Ancaster proposed the 
toast of the Institute and Mr C. M. Strazhan replied. 


South Eastern Society of Chartered 
Accountants 


The Institute’s seventy-fifth anniversary was cele- 
brated by the South Eastern Society cf Chartered 
Accountants with a luncheon at The Hotel Metropole, 
Brighton, on May roth. _ I 

The President of the Society, Mr A. W. Miles, 
F.C.A., presided, and the guests include 

The Rt. Hon. the Viscount Gage, K.C.V.0., D.L., J.P. 
(Chairman, East Sussex County Council); Liect.-Col. Sir 
Herbert Shiner (Chairman, West Sussex Coentry Council); 
the Rt. Rev. G. H. Warde (Bishop cf Lewes) Capt. Gavin 
Astor (High Sheriff of Sussex); Alderman W. C. Dudeney 
(Mayor of Brighton); Alderman A. H. Dilley (Mayor of 
Hove); Alderman H. J. T. Brackley (Mayor of Worthing); 
Alderman A. G, Whittaker (Mayor of Arund2l) Alderman 
Mrs A. F. Eastland (Mayor of Chichester); Alderman J. 
Bennett (Mayor of Lewes); Alderman F. T. Hussey (Mayor 
of Hastings); Councillor Mrs J. O. Alexander, (Mayor of 
Bexhill); and Councillor M. W. Beevers (Mayer of Rye), 


with one hundred members and their personal 
guests. 

The toast of “The Institute of Chartered Account- 
ants in England and Wales’ was proposed by Viscount 
Gage, who said that in these days of Gcvernment 
controls and high taxes we, being a resourceful if 
law-abiding nation, seem to have evolved a new kind 
of expert who so arranges his clients’ affairs as to 
attract the minimum of taxation. He coat-:nued: 

‘When the Institute was formed on May 11th, 1880, 
there were 599 members; now there are more tkan 18,500. 
Originally they were mainly concerned with “iquidation 
and bankruptcies, and if ever a merchant was seen talking 
to a chartered accountant it must have given rise to the 
most sinister suspicion. But now nine mayors, a bishop, 
and the chairmen of two county councils ar2 all pleased 
and proud to be found at a party of accountants.’ (Applause.) 

The toast was acknowledged by Mr Gilbert D. 
Shepherd, a Past-President of the Institute, who paid 
tribute to two past-presidents of the Sowth Eastern 
Society, Mr R. McNeill and the late Mr >. Morgan- 
Jones. 

The President of the Society, Mr Miles, sroposed 
the toast of the guests and Mr Ç. Dennis Pilcher. 
replied. 
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The Nottingham Society of Chartered 

Accountants: Derby Branch 
A dinner was held on May 18th by the Derby Branch 
of the Nottingham Society of Chartered Accountants 
to celebrate the seventy-fifth anniversary of the 
granting of the Royal Charter to the Institute. The 
function, which was most successful, took place at 
The Midland Hotel, Derby, with the chairman of the 
Branch, Councillor Alec Ling, J.P., F.C.A., who is the 
Mayor of Derby, presiding. 

Among the guests who attended were: 

His Honour Judge Sir Henry Braund; The Very Rev. 
R. A. Beddoes (Provost of Derby); Mr D. G. Gilman (Clerk 
to the Derbyshire County Council), Mr W. T. Gill (Financial 
Director, Rolls-Royce Ltd); Mr Paul F. Granger, F.C.A. 
(a member of the Council of the Institute); Mr L. W. 
Underwood (President, Nottingham Society of Chartered 
Accountants); Mr E. C. Stimpson (Official Receiver, Board 
of Trade, Nottingham); together with the presidents of the 
local branches of the Society of Incorporated Accountants, 
the Institute of Cost and Works Accountants, the Associa- 
tion of Certified and Corporate Accountants, and the 
Chartered Institute of Secretaries. 

The toast of the Institute was proposed by Sir 
Henry Braund and Mr Paul F. Granger replied. The 
chairman proposed the toast of “The Guests’, replies 
being made by Mr D. G. Gilman and the Very Rev. 


R. A. Beddoes. 


The Chartered Accountants’ Benevolent 
Association 
Mr George R. Freeman, President of the Association, 
was in the chair and five members of the committee 
were present at a meeting of the Executive Com- 
mittee held on May 18th. 

The Committee considered five new applications 
for assistance. Four applicants were given assistance 
and in the case of the fifth consideration was deferred. 

The deaths of two beneficiaries at the age of gz and 
89, respectively, were reported. ` 

Applications for Further Assistance 
Sixteen applications for further assistance from the 
General Fund were considered: in thirteen cases 
the grant was renewed; in two cases the grant was 
increased; and in one case the grant was reduced. 


W.B. Peat Memorial Scholarship Fund 


Two ‘Peat’ grants were renewed at the rate of £30 p.a. 
for three years. 


Homes for Old People 


The Executive Committee decided, in view of an 
increased number of inquiries from beneficiaries for 
places in the homes of Crossways Trust, to acquire 
five more places in the homes at the earliest oppor- 
tunity. 
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Committee on Cheque Endorsement 


The committee set up by the Chancellor of the 
Exchequer under the chairmanship of Mr A. A. 
Mocatta, Q.c., to advise him on the subject of the 
possible reduction of endorsements on cheques has 
held its first meeting and now invites. persons or 
organizations wishing to submit evidence on matters 
within its terms of reference to communicate with 
the secretary, Miss M. I. Reid, at Treasury Chambers, 
Great George Street, London, SW1. 

The terms of reference of the committee, of 
which Mr W. K. Slimmings, GA, is a member, 
were published in our issue of April 30th at page soo. 


Women Chartered Accountants’ Dining 
Society 
The Women Chartered Accountants’ Dining Society 
will hold its annual general meeting and members’ 
dinner on Saturday, June rrth, at Crosby Hall, 
Chelsea, London, SW3; inquiries should be addressed 
to the Hon. Secretary, Miss M. Fox, a.c.a., Messrs 
Howard, Howes & Co, Norfolk House, Norfolk 
Street, Strand, London, WCa. 

The dinner will be preceded by a sherry party 
to which women articled clerks are cordially invited. 
Those wishing to attend should write to Miss J. 
Laidlaw, A.C.A., c/o Messrs Barber & Co, 2 Finchley 
Road, London, NW8. 


The Chartered Accountant Students’ Society 
of London 


A series of tennis matches has been arranged by the 
London Students’ Society, the first to take place on 
Sunday, June sth. A trial will be held at St George’s 
Hill, Weybridge, on Wednesday, June 1st, when. it 
is hoped that as many members as possible who are 
interested in tennis will be able to attend. Further 
details can be obtained from the Assistant Secretary, 
at the library, rr Moorgate. 


The Institute of Book-keepers 


The thirty-ninth annual general meeting of The 
Institute of Book-keepers was held at The Great 
Eastern Hotel, London, on Friday, May oth. 
Mr Leonard Frankland, A.C.A., F.C.W.A., A.M.LLA., 
Chairman of the Council, was in the chair, and in 
the course of his remarks, said: ° 

“Membership of the Institute now exceeds 1,400 and 
this is a record for our Institute. Though the majority of 
members are in this country, membership of the Institute 
is not confined to the United Kingdom and we have 
members in many overseas countries. 

‘My Council has been most gratified during the past 
year to receive comments from industrial concerns, com- 
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mercial houses and others, stating the high regard they have 
for the Institute and also to hear of the encouragement they 
give to members of their staff to join the Institute. One 
such comment included the phrase ‘Membership of your 
aame would add dignity and authority -to a growing 
office”. 

“There is, in my opinion, a grave danger in modern com- 
mercial colleges persuading their students to study for the 
examinations of professional bodies — including our own 
Institute — before having had any practical experience. By 
far the majority of prospective employers are much more 
concerned over the absence of experience than the flourish- 
ing of examination certificates. Generally speaking, in 
commerce and industry it is practice rather than theory that 
matters. 

‘As a professional Institute we insist on proof of practical 
experience before admitting an applicant to membership. 
An Associate must have had at least three years’ experience 
and a Fellow five years.’ 


The secretary of the Institute is Mr Cyril E. Hall, 
F.C.A., 3 St Helen’s Place, Bishopsgate, London, EC3. 


SEVENTY-FIVE YEARS AGO 
From The Accountant or May 29TH, 1880 
TRUSTEES’ REMUNERATION 


We print the following as bearing upon the difficult 
question of a fixed scale for the remuneration of trus- 
tees, It has been drawn up in connection with the draft 
bill referred to by a contributor in an article on 
Bankruptcy Amendment, published in our issue of the 
15th inst.:— 
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Where assets do not exceed £5,000, the trustee 
shall be allowed as follows:— 

For each and every debt collected—ro per cent. on 
the first amount of £5, or any less sum; 5 per cent. on 
the next amount of £ roo, or any less sum; 24 per cent. 
on the next amount of £500, or any less-sum, and 
I£ per cent. on all further sums, 

For property realised—s per cent. on the first 
amount of {200 or any less sum; 24 per cent. on the 
next amount of {1,000 or any less sum, and 14 per 
cent. on all further sums. 

On dividend—4 per cent. on the first amount of 
£200, or any less sum actually divided; 2 per cent. on 
the next amount of {1,000 or any less sum, and 1 per 
cent. on all further sums. 

The percentage on mortgaged property to be calcu- 
lated only on the residue payable to the debtor’s estate. 

When any property has been taken possession of or 
received by a trustee and transferred to a subsequent 
trustee, the remuneration shall be apportioned between 
them in such manner as may be just. 

For general management of estate, including the 
examination of the debtor’s accounts, a fee of Ze with 
an addition of r per cent. on every sum realised, not 
exceeding a total sum of £50. 

For preparing notices to creditors of any general 
meeting, a fee of four-pence for each notice, exclusive 
of printing and postage. 
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Compiled by B. W. Jones, B.Com. 
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ACROSS 


1. A graduate starts to flee from justice (7). 
9. “To hire, 200’. This entry seems confused, at a glance (8). 
10. A, B, C, D, F or G, musically speaking? (4) 





II. It takes the dullness out of financial matters, at any 
rate (8) 

12, Write down plant by a guinea more, ignoring an 
important point; nothing less will do (8). 

13. Lawless person (6). 

14. Speculative sort of party? (4). 

16. Fundamental requirements for accounts —and the 
three-legged race! (6, 5). 

19. Detect (4). 

21. Capital fellow, in company (6). 

23. Where there’s a will, there’s a 

24. On the red (anag.) (8). 

26. Project (4). 

27. 14 down on a bill payable at sight (8). 

28. The little devil has taken the balance for petty cash! (7). 


DOWN 
2. One of those things one doesn’t realize (3, 4). 
3. Learn the dance for a type of 11 across (8). 
4. Acidic (6). 
š: The client always has this right (4). 
7 
8 





(8). 


. Shareholder, in a joint sense (8). 
. Customary extension of period of a bill (5, 4). 
. Type of company meeting with tHe teacher in support 


9). 
ri. Repeat x101 a certain way to make an invocation (9). 
14. Imposition which makes the doctor stay put (5, 4). 
rs. It might cause 23’s gift to fail (9). 

17. Is tax relief not deserved on this income? (8). 

18, Preliminary fee for the attendant (8). 

20. Basis of assessment for spasms (7). 

22. Refuge (6). 

25. It looks a pleasant place (4). 


* The solution will be published next week. 
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‘FISCAL THUMBSCREWS’ 


URTAX avoidance by means of ‘one-man’ companies and 

the efforts of Parliament to suppress it are a commonplace 

of tax law. Since the first attack was launched in 1922, the 
Legislature has been carrying on a running fight, mounting ever 
more devastating armaments, until such a barrage has been built 
up that it hits the innocent as well as the guilty. 

The target of the 1922 legislation was the rich man who trans- 
ferred his investments or his life interest in the family estate to a 
company, and took money from the company in the form of loans, 
distributions on winding-up, or some other guise which prevented 
the money from constituting assessable income in his hands. The 
1922 provisions were so worded, however, as to hit genuine 
trading companies, and it was soon established that the absence 
of any avoidance motive did not secure any exemption. The test was 
whether the company had distributed a reasonable part of its 
income within a reasonable time, in such a form as to make it 
income in the members’ hands. If it had not, the Special Com- 
missioners could make a direction under which the whole — not 
merely a reasonable part—of the company’s income became 
assessable to surtax. 

The anti-avoidance legislation was strengthened from time to 
time as gaps were discovered, and in 1936 specially onerous pro- 
visions were passed against ‘investment companies’, that is, 
against companies whose income consists mainly of investment 
income. This, in turn, is defined as income which would not be 
‘earned income’ for tax purposes, even if received by an indi- 
vidual. This discrimination was intensified in 1939 by a provision 
for automatic apportionment to the members of such companies 
of all investment income not assessed under Schedule A or B, 
whether or not reasonable distributions had already been made. 

This provision was not to apply where the Special Commis- 
sioners were satisfied that the company ‘exists wholly or mainly 
for the purpose of carrying on a trade’. A like exemptjon was 
granted to a holding company existing for the purpose of co- 
ordinating the administration of such trading companies. - 

The rigours of the law were thus considerably softened in favour 
of trading companies, as well they might be. And this was not all. 
Governmental encouragement to plough back profits in develop- 
ment and expansion, given both by exhortation and by the rather 
more powerful weapon of discriminatory profits tax legislation, 
accorded ill with the principle that trading companies ought to 
distribute their profits up to the hilt. Accordingly, although the law 
was not changed, a truce was in effect declared in favour of trading 
companies which ploughed back their profits, and surtax directions 
were not made, even where the.law might- have justified them. 
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At midnight on December 31st, 1946, colliery 
companies lost their undertakings through the 
operation of Section 5 of the Coal Industry 
Nationalization Act, 1946, which vested them in 
the National Coal Board. One such company was 
the Waterloo Main Colliery Co Ltd. As long as 
it traded, its investment income formed only a 
small part of its total income. From January 
Ist, 1947, that investment income, together with 
income payments of compensation (also admitted 
to be ‘unearned’), was its only income. The 
Special Commissioners treated the company as 
an investment company and made directions 
for 1947-48, 1948-49 and 1949-50. 

The decision in F.P.H. Finance Trust Ltd v. 


CLLR. (23 A.T.C. 147; 26 T.C. 131) on the proper | 


interpretation of the definition of investment 
company is an authority for saying that it is 
necessary to consider the nature of the income 
over a reasonable period of past time. However, 
in the Waterloo Main case Upjonn, J., upheld the 
directions, although remarking that it was a hard 
caset, 


1 Waterloo Main Colliery Co Lid v. CLR. (33 A.T.C. 359). 
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. A similar point arose in CIR v. Parkhouse 
Collieries Lid (The Times, May 26th, 1955). This 
time an additional submission was made on 
behalf of the company, namely, that the company 
existed wholly or mainly for the purpose of 
carrying on a trade. This point found favour with 
the Board of Referees, but the Crown appealed 
to the High Court, where DanckwertTs, J., held 
that their decision could not be sustained in 
view of the definition of investment company. 
His lordship said that it was evident in C.T.R. v. 
Butterley Co Lid ([1954] 1 W.L.R. 119g) that 
Lorp Justice JENKINS thought a colliery com- 
pany could not be regarded as continuing its 
trade after January 1st, 1947. 

Although his decision was against the company, 
his lordship found it rather shocking that a 
company which had been formed for the purpose 
of carrying on the trade of colliery proprietor 
should find itself, against its will, by the impact 
of nationalization, turned into an investment 
company and be subjected to ‘fiscal thumbscrews’ 
devised for the subjection of a different kind of 
company. 


DISTRICT SOCIETIES OF THE INSTITUTE 
VITAL FACTORS IN THE FUTURE OF THE PROFESSION 


the provinces shared with accountants in 
London the responsibility of establishing 
The Institute of Chartered Accountants in 
England and Wales. Ever since that date the 
district societies of chartered accountants have 
actively participated in the work of the Institute. 
Membership of the district societies, which is 
voluntary, has considerably ‘increased in recent 
years. Ja 1930 there were eleven provincial dis- 
trict societies with a total membership of 1,298. 
There ' are now thirteen provincial district 
societies and the aggregate membership is 5,051 
as follows: 


S EVENTY-FIVE years ago, accountants in 


Birmingham and District 869 
Bristol and West of England .. 356 
East Anglian .. Se $ ma e 
Hull, East Yorkshire and Lincolnshire 232 
Leeds, Bradford and District .. is 520 
Leicestershire and Northamptonshire 190 
Liverpool 558 
Manchester wie a 929 
Northern P =š .. 270 


Nottingham .. s 242 
Sheffield and District .. 214 
South Eastern .. ge 2 301 
South Wales and Monmouthshire 192 


The London and District Society, which was 
formed in 1942 (as successor to the former 
London Members’ Committee) is the largest 
society and it has now 2,590 members. 


Formation of Branches of District Societies 


The areas of some of the district societies are so 
large that it is difficult for all members to share 
in the activities organized by those societies. In 
an endeavour to overcome this difficulty, branches 
of societies have been formed’ since the war in 
some districts, and in some towns less formal 
groups have been established. There are now 


An article, giving brief historical details of the Institute’s 
district societies and notes on presidential badges, together 
with a supplement in which the badges are reproduced in 
colour, was published in our issue of December zoth, 1952. 
Another article, “The provincial societies of chartered 
accountants’, appeared in our issue of May 17th, 1930. 
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eleven branches and at least sixteen groups 
attached to the district societies, so that nearly 
every town in England and Wales having over 
fifty chartered accountants is the centre of a 
district society, or of a branch or group. 

As a result of these developments, at least fifty 
per cent of the members of the Institute in the 
area of every district society are members of the 
district society. The percentage of members of 
the Institute in practice who are members of a 
district society is considerably higher; in some 
towns it is over go per cent. 


Main Objects of District Societies 
The main objects of the district societies may be 
summarized as follows: 

(2) To assist the Institute in the protection of 
the character, status, and interests of the 
members of the Institute in the district, and 
in promoting and maintaining a high stan- 
dard of professional practice and conduct. 

(b) To consider all questions affecting the 
interests of the profession. 

(c) To arrange lectures and discussions on 
various matters relating to the profession. 

(d) To establish libraries for the use of mem- 
bers of the society and of visiting members 
of the Institute. 

All the district societies have committees 
actively engaged in furthering these objects. These 
committees are representative both of members 
in practice and of members holding appointments 
in commerce. In addition, there are similar com- 
mittees of the branches and of the groups and 
there are many subcommittees concerned with 
specific activities. 


Co-operation with the Council of the 
Institute 
Through the committees of the district societies 
the Institute is able to keep in touch with the 
views of its members throughout England and 
Wales. Once a year, representatives of the com- 
mittees of the district societies have a meeting 
with representatives of the Council of the 
Institute to discuss current problems relating to 
the work of the district societies and of the 
Institute, and from time to time during the year 
the Council invites the committees of the district 
societies to submit their views on specific prob- 
lems of more immediate importance to the 
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Institute. Moreover, there is at least one member 
of the Council of the Institute in the area of every 
district society who is an ex officio member of its 
committee. 

A most important example of the co-operation 
between the district societies and the Institute, 
as well as between members in practice and 
members in commerce, is to be found in the work 
of the regional committees of the Taxation and 
Research Committee. Nearly all the publications 
which result from the work of the Institute’s 
Taxation and Research Committee are submitted 
in draft to the regional committees, one of which 
is established by each district society, so that the 
views of the regional committees can be obtained 
before the final drafts are prepared. 

The district societies also serve as a link 
between the Institute and other bodies through- 
out the country. For example, the district 
societies are invited from time to time to nominate 
one of their members to serve on committees of 
other local organizations. 


Lectures and Functions | 
The district societies arrange occasional lectures 
on professional topics for the benefit of their 
members. In addition, several of the societies 
organize luncheon or other meetings and some 
have discussion groups. There are also many 
meetings sponsored by the branches and groups. 
All these meetings afford members an invaluable 
opportunity to discuss current professional topics 
with other members engaged in practice and in 
commerce. 

An important function for every provincial 
district society is its annual dinner at which the 
society is usually able to welcome the President 
of the Institute as well as other distinguished 
guests. . 

All the district societies (except London where 
the Institute’s library is available), have -one or 
two libraries for the use of members. There are 
also eight libraries belonging to branches. The 
extent to which libraries are used varies consider- 
ably, but it is noteworthy that the borrowing by 
members (and students) from both the Birming- 
ham and the Manchester libraries exceeds 2,000 
a year. 

Work for Individual Members 
Much useful work is done by the district societies 
on behalf of individual members. Each society 
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has an advisory subcommittee to which a member 
may apply for advice. All the provincial societies 
maintain informal appointments registers; some 
are more used than others but there are many 
instances where both employers and employees 
have been grateful for introductions. Many 
inquiries are also received from prospective 
articled clerks and most of the provincial societies 
are successful in placing applicants for articles. 
In all the districts, too, there is a subcommittee 
acting on behalf of the Institute’s Benevolent 
Association. 


- 


Students’ Societies 


Although the chartered accountant students’ 
societies are separate and independent organ- 
izations in every district, members of the district 
societies are always available to assist in work on 
behalf of articled clerks. Joint committees repre- 
sentative of both the district society and the 
students’ society have in recent years arranged 
short, but particularly successful, residential 
courses for articled clerks in eight of the districts. 
Other tuition lectures are arranged by similar 
joint committees in several towns. In eight of the 
districts, too, the district societies are represented 
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on committees established to advise on the special 
degree courses run by certain universities for 
accountancy students. 


Importance of the Work of District Societies 


In all these ways a great deal of time and 
thought is devoted voluntarily to the work of the 
district societies by those serving as officials or on 
committees, particularly by the honorary secre- 
taries. 

The importance of the work of the district 
societies is recognized by the Institute by whom 
grants are made towards their administrative 
expenses; in the case of the provincial societies 
additional income is raised by membership sub- 
scriptions. l 

It is, indeed, difficult to exaggerate the im- 
portance to the profession of all these activities. 
To a considerable extent the future of the profes- 
sion depends on the work of The Institute of 
Chartered Accountants in England and Wales, 
and the future of the Institute depends on its 
relationship with individual members. That 
relationship is largely maintained through the 
district societies of the Institute. 


A PERSONAL TAXATION STATEMENT 


by G. N. HUNTER, F.C.A. 


fully pleaded for greater clarity in published 
accounts of companies. It is perhaps a little 
surprising that no one has pleaded with the same 
determination for greater clarity in private 
statements prepared for taxpayers to show their 
income tax and surtax liabilities. The reason for 
this lack of interest can scarcely be that taxation 
_is of little consequence or that the Inland 
Revenue’s statements are models of clarity! 

No professional accountant would attempt to 
design a form of statement which would be 
suitable for every conceivable set of circumstances 
because it is an essential part of professional skill 
to design statements appropriate to the circum- 
stances of each client. 

Nevertheless, the statement reproduced on the 
following pages, which formed the basis of a 
lecture at a recent residential course for chartered 
accountant students, may be of interest as an 
illustration of a comprehensive statement. It 
serves to record in one statement the figures 


ie many years The Accountant has success- 


entered on both the income tax and surtax 
return forms and the computation of the income 
tax and surtax liabilities. 

The agreement of the total income tax liability 
with the net income tax actually suffered provides 
incidentally an arithmetical check on the compu- 
tation of total income for the purposes of 
calculating the surtax liability. When, however, 
the statement is first prepared for any year it 
may have to be taken as provisional and subject 
to amendment later when the liabilities are 
finally agreed with the Inland Revenue authori- 
ties. 

For taxpayers who have several sources of 
income, certain details will be given more 
appropriately in other schedules or accounts as in 
this illustration, where the. references indicate 
that in practice further details would be given in 
the partnership and trust accounts and in 
dividend schedules. Supplementary notes could 
be added to give, for example, details of covenan- 
ted subscriptions or life assurance premiums. 
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| A. TAXPAYER, ESQ. 
INCOME TAX AND SURTAX STATEMENT FOR THE YEAR ENDED APRIL 5TH, 1955 


Section I — Summary of Total Income 


Earned income L sd e£ sd 
Salary from R. Š. & Co Ltd: Schedule E assessment based on amount 
received during year .. "1,440 0 O 
Director’s fees from X.Y. Ltd: Schedule E assessment based on amount 
received during year `. 100 o o 


Partnership income from R. & Co: share of profits for year ended December 
31st, 1954, £256 as computed from accounts for that year; Schedule D 


assessment based on profits for year ended December 31st, 1953 . ; 281 o o 
Family allowances: Schedule E assessment based on amount received 
during year... Sé Ss P s T 24 Sa Ges 60 o o 
— 88I o O 
Farm loss 
~ Adjusted loss as computed from accounts for the year ended March gé Ist, 19 5 5 Log O o 
(Capital allowances for the year ended April 5th, 1955 D 97 ° o 
i — 234 O O 
1,647 0 © 
Propert 
“The Laurels’: Schedule A assessment on gross annual value {100 less 
repairs allowance £20, less additional maintenance relief claim {50 sis 30 O O 
“The Laurels’: Schedule B assessment on occupation of gardens .. ; 2 O O 
8 Broad Street: Schedule A assessment £92 ros od and Schedule D assessment 
£29 on rent of {150 received during year, less repairs allowance {28 rosod 121 10 o 
` 153 IO O 
Dividends and interest 
Mr Taxpayer’s investment income received under deduction of income tax: 
À gross amount received during year as shown in schedule .. er 292d» 3-8 
Mr Taxpayer’s investment income received without deduction of i income tax: 
Schedule D assessment on £31 1s 2d, received during the year as shown in 
schedule SW 3I O O 
Mrs Taxpayer's investment income received under deduction of income tax: 
gtoss amount received during year as shown in schedule .. : 270 o O 
Mrs Taxpayer’s bank interest: {7 received during year, Schedule D assess- 
ment on £6 2s 3d, received during year ended April sth, 1954 .. 6 o o 
Mrs Taxpayer’s See SCH interest: es SE of {22 received 
during year. š si T T 40 o O 
=== E S 
Trust income 
Income from the late Mr B. Taxpayer’s estate: share of gross income as shown 
in trust income tax statement for year e KA 2 Séi P 1,343 IO 9 
6,215 4 5 
Deduct sundry charges on income 
Building society interest paid by Mr Taxpayer without deduction of income 
tax: amount paid during year . 6 o o 
Bank interest paid by Mr Taxpayer without deduction of income tax: amount 
paid during year is 74 5 O 
Loan interest paid under deduction of income tax to U.O.I. Ltd: gross 
amount paid during year Kë 50 0 o 
Annuity paid under deduction of i income tax under deed of covenant to 
Mrs H. A. R. Dup: gross amount paid during E bg, seek Së 20 0 O 
National insurance contributions: allowance for year . D We bé 1g O O 
169 5 o 


Total income £6,045 19 5 
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Section H — Calculation of Total Income Tax Liability 


l £ sd 
On first 366 o o being two-ninths of £1,647 earned income allowance. . 
On next 210 o o being the personal allowance ii 
On next 340 o o being the allowance for four children ee 
On next 80 o o being the allowance for {200 life assurance EE 


: paid 
On next 40 o o being the amount of building ee interest on ack 
f no income tax is chargeable .. : 

On next roo o o being the amount on which income tax is chargeable at 
the reduced rate of 2s 6d 

On next 150 o o being the amount on which income tax is Ge at 
the reduced rate of ss . 

On next Iso o o being the amount on whichi income tax is s chargeable a at 
the reduced rate of 78 - n 

On next 4,609 19 5 being the remaining income on which income tax 1s 
chargeable at the standard rate of os.. 


On total £6,045 19 5 being the total income as shown in Section I .. 


June 4th, 1955 


£ s d 


IZ IO O 


37 10 O 


52 10 o 


2,074 9 9 


£2,176 19 9 


Section III — Statement showing how Total Income Tax Liability is discharged 


Income tax deducted during year from salary under P.A.Y.E. (Code 148) - 


Income.tax deducted during year from director’ s fees under P.A.Y.E. (at 
standard rate) dé 


Income tax payable on Schedule D anamen on EE income: 
January 1955 WW m s 
July I955 .. 


Income tax payable on Schedule A assessment on “The Laurels’: January 1955 

Income tax payable on Schedule B assessment on “The Laurels’: January 1955 

Income tax payable on Schedule A assessment on 8 Broad Street: January 1955 

Income tax payable on Schedule D assessment on 8 Broad Street: January 1955 

Income tax deducted from Mr ee investment income received during 
year as shown in schedule 


Income tax deducted from Mrs Taxpayer’s BEE income Ee during 
year as shown in schedule 

Income tax suffered on share of income iom the ine Mr B. Taxpayer’ s estate 
as shown in trust income tax statement for year 


Less Income tax deducted from sundry charges paid during year: 


Loan interest paid to U.O.I. Ltd . 
Annuity under deed of covenant paid to Mrs H. A. R. Dup 


A 


Income tax repayable for year: 
On Schedule E assessment SS Si Pe 
On farm loss claim 


Total income tax liability (as shown in Section IT) 


£ ° 


22 IO 


9 o 


42 10° 


Hr 18 


d 


° o 


O Os 


£ s d 


IJI O O 


45 0 o 


98 II 
10 16 


bed 
QO 
O — O O O 


I2I1 IO 0 


604 II 10 


124 8 3 


£2,176 19 9 
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Section IV — Calculation of Total Surtax Liability payable January 1956 


On first 2,000 : 
On next sooat2ç .. 
On next 500 at zs 6d 
On next 1,000 at 3s 6d 
On next 1,000 at 4s 6d ` 
On next 1,000 at Er 6d 
On next 45 at 6s 6d 





On total £6,045 being the total income as shown in Section I .. 








£ sd 
Nil 

50 o 

. 62 IO 
. 175 o 
.. 225 O 
. 275 O 
I4 12 


e QO O QO O 


.- £802 2 


THOUGHTS ON SUCCESS 


by HERBERT A. 


NE of the many young accountants who 
Q: concerned about their futures recently 

sought my advice as to how he should build 
up a successful career in industry. 

The pitfalls awaiting this young man are many 
and varied. The blustering industrial seas through 
which he must chart his course are quite different 
from the calm professional waters in which he has 
been sailing, and the sooner the young industrial 
accountant realizes that reorientation and an 
entirely new approach are required, the better 
. will be his chances of progress. 

He will find himself surrounded by such people 
as engineers, chemists and sales managers; as one 
step to success, he must be able to appreciate and 
understand the various points of view expressed 


by these departmental heads and co-ordinate them 


into a closely knit pattern. 


The Programme 


The first essential is to draw up a programme for 
the future: it could be along the following lines. 

He should remain with a firm of practising 
accountants for approximately two years after 
qualifying, during which time he should learn as 
much as possible about the management and 
control of the companies whose books he audits. 
He is then advised to master the basic principles of 
accountancy as affecting the industrial sphere and 
to specialize in taxation and costing, as he will 
find these two subjects also invaluable. In later 
years he will often attend meetings at which a 
vital decision may rest upon the financial impli- 
cations. If he can readily interpret the situation 
clearly and decisively he will gradually gain the 
confidence of his colleagues. 

He should consider his first post in industry 
with great care, as this may set the,seal on his 
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whole future. He would do well to seek detailed 
information about the particular industry in 
which he decides to specialize, choosing one which 
has a record of prosperity over the years and 
promises well for the future. 

The ideal way to start in industry is as an 
assistant to a chief accountant or in the costing 
department. Either of these will give him an 
excellent opportunity to acclimatize himself to 
the industrial atmosphere and to attain knowledge 
and experience which he will require to improve 
his position. 

To obtain and retain success, he will need a 
strong character, a fair share of ability, courage, 
imagination, patience, tact and faith, all backed 
up by hard work. Good health is helpful, and 
hobbies should not be neglected. 


It’s Tough at the Top 

He should not be in too much of a hurry; he 
should enjoy his climb to success. ‘Once a student 
always a student’ is very true of the young 
accountant forging ahead in industry. At each 
stage of his career he will find the necessity for 
wider knowledge and for a broader approach. 

He will constantly find that one of the main 
essentials is to gain the confidence of his staff 
and then to work with them as an effective team. 
More and more he will come to realize the value 
of human relationships. Little can be done except 
through human beings. The higher up he ad- 
vances the more will he have to delegate his 
duties. This is indeed an art to acquire for it is 
fatal to success to be entangled too much in 
routine. Yet he must keep his fingers constantly 
on the pulse of the arteries through which the 
daily bloodstream of activity must pass. He must 
quickly learn toedistinguish between the important 
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_and the not so important.. Each day’s work must 
be carefully planned. f 

These are thoughts which a young accountant 
could consider in order to succeed in industry. 
There are others, and the young accountant is 
advised to dook for them, for, like truth itself, 
this struggle has many facets and not one person 
sees all its moods or indeed sees any of them 
clearly. 

The young accountant should develop the 
firm conviction that he will eventually succeed in 


his ambition, for surely Disraeli was right when 
he said: 
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‘I have brought myself by long meditation to the 
conviction that a human being with a settled 
purpose must accomplish it and that nothing can 
resist a will which will stake even existence upon 
its fulfilment.’ 


But he should not overlook the fact that true 
success rests not only in the accumulation of 
wealth, but in the development of a full and 
rounded life and the rendering of service to his 
fellow men. Above all, the young accountant 
should seek the truth. He should then have few 
regrets, for the life of the accountant in industry 
is busy, creative and enjoyable. 


WEEKLY NOTES 


The New President of the Institute 


Mr William Speight Carrington, F.c.a., was elected 
President of ‘The Institute of Chartered Accountants 
in England and Wales at a meeting of the Council 
of the Institute held last Wednesday. Mr Carringtcn, 
who is a partner in the firm of Whinney, Smith & 
Whinney, has been a member of the Council since 
1942. 

Born in Lancashire in 1904, he was articled in 
1921 with the firm of Moore & Smalley, of Preston, 
and passed the Intermediate examination in 1924 
and the Final in 1926, winning the “Whinney’ Prize, 
which was divided that year. He was admitted an 
Associate of the Institute in 1926 and elected a Fellow 
in 1938. He joined the staff of Whinney, Smith & 
Whinney in 1927, being admitted a partner five 
years later. 

Mr Carrington has played a notable part in the 
affairs of the Institute and was closely concerned 
with the formation of the Taxation and Research 
Committee -then known as the Taxation and 
Financial Relations Committee — in 1942. He was a 
member of the committee from 1942 to 1948 and 
was chairman of the Taxation Subcommittee from 
1942 to 1945. He has also served as a member of the 
Examination Committee from 1943 to 1946, and on 
the Parliamentary and Law Committee, being vicz- 
chairman from 1948 to 1954. He has been a member 
of the General Purposes Committee since 1946, the 
Overseas Relations Committee since its establishment 
in March 1954, and a trustee of the Staff Pensions 
Fund since 1947. For many years he has been an 
active member of the Executive Committee of the 
Benevolent Association. 

Mr Carrington is well known to members of the 
profession and of the public as a member of the 
Royal Commission on the Taxation of Profits and 
Income. He was also a member of the Government 
committees on the Taxation of Trading Profits and 
on the Taxation Treatment of Provisions for Retira- 
ment., He is a member of the Panel of Referees under 
the Coal Industry Nationalization Act, 1946, and he 
is a Younger Brother of Trinity House. 


Earlier this year Mr Carrington visited Australia 
and New Zealand, where he undertook a great many 
engagements. He addressed the South Australian and 
the New South Wales members of The Institute of 
Chartered Accountants in Australia at Adelaide and 
Sydney respectively, and in New Zealand represented 
the English Institute at the five-yearly convention 
held by the New Zealand Society of Accountants at 
Dunedin. . 

We have pleasure in presenting to readers with 
this issue a reproduction of a recent photograph of 
the new President. 


The New Vice-President 


Mr Arthur Seymour Hamilton Dicker, M.B.E., F.C.A., Z 
has been elected Vice-President of the Institute. Mr 
Dicker is a partner 
in the firm of Love- 
well, Blake & Co, 
CharteredAccount- 
ants, of Norwich, 
Great Yarmouth 
and Lowestoft, and 
has been a member 
of the Council of 
the Institute since 
October 1939. 

Born in Brisbane, 
Australia, in 1892, 
he was educated at 
Ardingly College, 
Sussex — where he 
was Captain of the School and Victor Ludorum — and 
at University College, London. In August 1914 he 
was commissioned in the Royal Sussex Regiment and 
served in France with the 2nd Battalion from 
December 1914 to September 1916, being twice 
wounded and twice mentioned"in dispatches. From 
1917 to 1918 he was Adjutant of No. ro Officer Cadet 
Battalion; he received the M.B.E.(Mil.) in 1918. 

In 1919 he commenced a period of three years’ 
articles with Mr F. W. Morris, F.C.A., of H. P. Gould 
& Son, of Norwich, passing the Final examination in 
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May 1923, in which year he was admitted an Associate 
of the Institute. He was elected a Fellow in-1928. Mr 
Dicker practised in Norwich on his own account from 
May 1923 for three years and then joined his present 
firm as a partner. He is a founder-member of the East 
Anglian Society of Chartered Accountants which was 
formed in 1934 and acted as Honorary Secretary from 
1934 to 1940. He was President of the Society in 1947 
and is also President this year in recognition of the 
Society’s twenty-first anniversary. 

Mr Dicker has acted as a Group Leader at the 
Institute’s Summer Course at Oxford for three years. 
He is a member of the Disciplinary Committee, the 
District Societies Committee, of which he was Vice- 
Chairman from 1953 to 1955, the Examination Com- 
mittee, the Finance Committee, being Vice-Chairman 
in 1947 to 1949 and Chairman in 1950 to 1952, and is 
also a member of a number of subcommittees. He is 
one of the Institute’s representatives on the Account- 
ants’ Co-ordinating Committee. 

He has been a member of several committees 
appointed by the Minister of Agriculture and is at 
present a member of the National Council for 
Domestic Food Production; from 1950 to 1953 he 
was a nominee of the Minister of Agriculture on the 
Executive Committee of the Land Settlement 
Association. He has also served as a member of the 
Civil Service Commission for interviewing accountants 
for permanent appointments in the Civil Service. 

Outside his professional and business life, Mr 
Dicker is interested in choral and operatic music and 
is Chairman of the Norfolk and Norwich Amateur 
Operatic Society. He also plays golf and is interested 
in bird-watching and gardening. 


The General Election: 
Accountant Members of Parliament 
With all the results of the General Election now 
announced, the state of the parties is as follows: 


Conservatives and Associates 344 
Labour e Wé Ges Sé ke. , 277 
Liberal ne Gë Se bp e 5 
Sinn Fein .. S P Sei Le 2 
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There are five members of the profession in the 
new House. They are: Mr F. J. Allaun, B.cow., 
A.C.A., a journalist with the Manchester Evening News, 
who is Labour Member for Salford East; Mr J. M. 
Howard, F.C.A., a partner in the firm of Holden, 
Howard & Co, of London, Conservative Member for 
Southampton (Test); Sir Roland Jennings, F.c.a., 
senior partner in the firm of Roland Jennings & Co, 
of London, Conservative and Liberal Member for 
Hallam, Sheffield; Mr A. E. Marples, A.S.A.A., 
Parliamentary Secretary, Ministry of Pensions and 
National Insurance, Conservative Member for Wal- 
lasey; and Mr G. P. Stevens, F.c.A., a partner in the 
firm of Pannell, Crewdson & Hardy, of London, 
Conservative Member for the Langstone Division of 
Portsmouth.. 
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Third ‘Accounting Dynamics’ Lecture 


In the third of his series of lectures on accounting 
dynamics, given at Incorporated Accountants’ Hall, 
Londen, on Wednesday of last week, Professor 
F. Sewell Bray, F.C.A., F.S.A.A., states that professional 
institutions are concerned with preserving established 
systems which had long proved their worth. Progress 
depended, however, on the discovery and develop- 
ment of new ideas and even the most conservative of 
institutions must recognize that economic change Is 
eternal and inevitable. Universal concepts of structure, 
form, measurement and behaviour must, in conse- 
quence, be applied to all business activity which has 
to be interpreted by means of financial accounts. 


In his previous lecture, Professor Bray suggested a 


“form of operating account which would enable 


changes in output and profit margins to be identified 
with variations in the constitution of stocks. In this 
lecture, he considers further the relationship between 
inventory levels and other balance sheet and operating 
account aggregates, comments discerningly on the 
views held by Keynes on the required ratios of 
working capital and, in conclusion, gives a more 
detailed analysis of the formal design of operating 
statement outlined in his previous address. 


Impact of the Strike 
It is a unique feature of the present industrial unrest 


that two strikes are in progress which are basically a 


problem of union rivalry. This is overtly so in the 
case of the dock strike. But it is equally so in the case 
of the footplate men. For a variety of reasons, the 
footplate workers’ strike on the railways is by far 
the more serious — not only from the obvious fact 
that it creates more immediate chaos. 


‘The problem which hae to be faced on the railways 
is that two sets of wage rates cannot be allowed to 
chase each other up the scale indefinitely. The loco 
men want to preserve their skilled wage margins; 
the rest of the railway operatives want to see those 
margins closed. While the argument goes on with 
the British Transport Commission, the essential 
services, the steel industry, and several other key 
industries face the prospect of a close-down. 


An economic slow-down is imminent. The crisis 
has come on rail, but it might easily have started 
somewhere else. Sooner or later, circumstances were 
bound to arise where capitulation to demands for 
higher wages would not be possible without the 
burden in terms of rising costs being too heavy for 
the community to bear. There is a double lesson in 
the railway strike. The first is that no country can 
sustain its prosperity for long if this kind of industrial 
dispute continues. ‘The second is that there is no easy 
soluticn in giving in and raising prices. The other 
union will automatically raise its demands as soon as 
the footplate workers’ demands are met. Here is the 
reductio ad absurdum of all:wage spirals ~ but it is 
none the less grim for that. 


ef 
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REVIEWS 


Continuous Auditing 
by Angus Macbeath, CA., A.C.W.A. 
(Gee and Co (Publishers) Ltd, London. 17s 6d net) 


Mr Macbeath argues that much time is wasted by 
the audit which follows the conventional pattern of 
one or more ‘interims’ and a ‘final’. He suggests 
instead a system of continuous audit which, he 
claims, would (a) encourage businesses to modernize 
their accounting systems where required; (6) speed 
up audits so that the annual financial accounts could 
be produced more promptly; (c) enable auditors to 
spread their work more evenly throughout the year; 
and (d) advance the technique of auditing by removing 
the time barrier. 

The main disadvantage of this scheme, the author 
admits, is that certain reliance would have to be put 
` on the client’s internal control system as the incidence 
of routine checking would be regulated by the cycle 
of periodic audits rather than by the span of the 
client’s financial year. He proposes, however, that 
an amendment to audit reports to the effect that the 
audit had been carried out ‘according to current 
accounting principles and practices’ would help to 
define the extent of the auditor’s responsibility. 

The author’s ideas are not entirely new. The scope 
of sample checking in large audits has sometimes 
to be carried into the succeeding period so that the 
selected transactions may be followed through in 
their entirety, and the verification of stocks is not 
always an end-of-the-year task but one which, 
depending on the nature of the control system in 
operation, may be imposed at any convenient point 
during the course of the financial year. Mr Macbeath, 
however, pursues his ideas much further and the 
result is a carefully elaborated thesis which every 
accountant whose main preoccupation is auditing 
should study. 


Outlines of Industrial Law 
Second Edition 


by W. Mansfield Cooper, LL.M., 
S Barrister-at-Law 


(Butterworth & Co (Publishers) Ltd. 30s net) 


With the’ exception of taxation there is probably no 
branch of the law which changes and expands so 
rapidly and the knowledge of which requires so 
constantly to be kept up to date, as industrial law. 
It affects everyone engaged in industry, whether as 
employer or employed; every machine and every new 
invention used in a factory has to be considered both 
in the light of existing legislation and in reference to 
possible fresh requirements, and doubtless the in- 
creasing application of atomic energy in industry will 
raise a whole crop of new problems. 

In the meantime, this new edition of Professor 
Mansfield Cooper’s Outlines of Industrial Law makes 


a welcome appearance. Since 1947, when the book 
was first published, there have keen new Acts con- 


. cerning shops, factories, reinstatement in civil 


employment, Crown proceedings and wages councils, 
whilst industrial injury insurance produces an almost 
continuous flow of changing regulations. In all these 
matters the text has been brought up to date and 
recent case law duly noted and commented upon. 

The author found it possible to omit in this edition 
the chapter dealing with ‘emergency’ legislation, 
those parts of it relating to laws still in force being 
included in their appropriate chapters elsewhere. As 
a text-book for teacher and student it is in the first 
rank. 


Ranking & Spicer’s Company Law 


(Tenth Edition) 
Edited by H. A. R. J. Wilson, F.C.A., 
F.S.A.A. 


and T. W. South, B.A., Barrister-at-Law 
(H.F.L. (Publishers) Ltd, London. 25: net} 


The new edition of this established work, first 
published in 1909, has been revised and amplified 
where necessary and appropriate references to the 
most recent case law incorporated. The text, however, 
continues to retain its pleasing faculty of being easy 
to read, which indicates that the present editors are 
worthily maintaining one of the most distinctive 
characteristics of the original authors. The volume 
has been reset in a more compact form. 


Powers of Attorney 


by Charles Caplin, LL.B., and 
Arnold Wexler, LL.B. 
Second Edition by J. F. Josling, Solicitor 


(The Solicitors’ Law Stationery Society Ltd, 
London. 8s 6d net) 


This is No. 7 in the series of Ovex Practice Notes 
and is by no means the least useful. Mr Josling’s 
approach is a severely practical one and he deals not 
only with the more obvious aspects of the subject 
but with the repercussions on conveyancing practice. 
The subject is highly technical, with numerous pit- 
falls for the unwary, whether donor or donee of a 
power of attorney, and this booklet is well worth 
having at hand. Some useful precedents are given. 


The Elements of Transport 
by Leslie A. Schumer, F.A.S.A., F.C.I.S. 


(Butterworth & Co (Publishers) Ltd, London. 
17s 6d net)° 
Written for a technical college course in transport 
administration, this book deals with all the recognized 
forms of mechanical locomotion. The author, an 
accountant, controls one of the largest transport 
undertakings in Australia and writes with apparent 
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_ authority on the technical, financial and economic 
b aspects of his subject. He believes that good and 
efficient means of communication and dispatch are 
essential to the commercial prosperity of any country 
and in eighteen chapters, crammed with interesting 
and useful facts, he holds the reader’s close attention 
throughout. This unconventional text-book on travel 
can be thoroughly recommended for a long journey 
on anything from an airliner to a canal barge. 


The London Capital Market 
by Norman Macrae 
(Staples Press Ltd, London. 25s net) 


The first part of this survey of the London capital 
market describes the trend of post-war investment 
and borrowing on every level from that of the 
Government to that of the private individual. The 
second part considers the distinctive monetary 
policies of the post-war Chancellors — Dalton, Cripps, 
Gaitskell and Butler -and the City’s reactions to 
them. Mr Macrae is a financial journalist who has 
studied his theme at first-hand and he writes with 
a directness which makes his narrative, concentrated 
though it is, comparatively easy to follow. Also, like 
a good journalist, he has selected a subject which is 
very much in the news at present and it can fairly 
be said that he makes the most of his opportunity. 
He sets out, in his final analysis, to ascertain if a 
restrictive money policy does have the desired effect 
of cutting down spending and if the present methods 
of enforcing such a policy are adequate or whether 
it could be better achieved by budgetary policy or 
physical controls, The reader may not agree with 
Mr Macrae’s conclusions but he will certainly be 
stimulated by the vigour of his reasoning and the 
good humour of his arguments to which he brings a 
wealth of statistical information, both factual and 
estimated. 


Moore’s Practical Agreements 
(Ninth Edition) 
by J. Watson-Baker, M.A., Barrister-at-Law, 
and T. L. Dewhurst, M.A., M.C., 
Barrister-at-Law 


(Butterworth & Co (Publishers) Ltd, London. 
478 6d net) 


This is a long-established volume of precedents of 
agreements of a kind likely to be met with in prac- 
tice. A very large number of agreements have been 
included and are set out in a way which will be 
familiar to users of the publishers’ encyclopaedia of 
precedents. Apart from a lengthy introduction, the 
expository matter is contained in numerous footnotes 
giving references to’ relevant statutes and decided 
cases. In particular, the footnotes indicate the 
amount of stamp duty, if any, likely to be payable 
on each agreement. The book will be of considerable 
practical utility to all concerned with the drafting 
of agreements. 
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RECENT PUBLICATIONS 


GENERAL COMMERCIAL AND FINANCIAL KNOWLEDGE, 
by E. Miles Taylor, F.C.A., F.S.A.A. x-+-214 pp. 84x54. 
128 6d net. Textbooks Ltd, Harpenden, Herts. 

Costs AND Puces, by SG. HR. Brown, LL.B., F.C.A.(AUST.). 
272 pp. 846. 30s net. Sweet & Maxwell, Ltd, London, 

LEWIN ON TRrusTS, 15th Edition, 3rd cumulative supple- 
ment, by John C. Harper, Barrister-at-Law, assisted by 
A. C, Woollatt, Barrister-at-Law. 36 pp. 84 X54. Sweet 
& Maxwell, Ltd, London. 

THe ACCOUNTABILITY OF PUBLIC CORPORATIONS, a COURSE 
OF STUDIES PAPER. 88 pp. 9x6. Administrative Staff 
College, Henley-on-Thames. 

PLANNING, MANAGING AND MEASURING THE BUSINESS, 
A CASE STUDY oF MANAGEMENT ‘PLANNING AND CONTROL 
AT GENERAL ELECTRIC Co. viii+63 pp. 9x6. $2 net. 
Controllership Foundation Inc, New York 17. 

"THE LANDLORD AND ‘TENANT ACT, 1954, by T. J. Sophian, 
Barrister-at-Law. 310 pp. 84 X 6. 30s net. Staples Press 
Ltd, London. 

GOVERNMENT FINANCE AND Fiscal POLICY IN Post-war 
BRITAIN, by A. R. Ilersic, B.COM., M.SC.(ECON.). 278 pp. 
84 x 6. 25s net. Staples Press Ltd, London. EI 

Estate DUTY AND PRIVATE Companies, by A. R. (erste, 
M.SC.(ECON.), B.COM. No. 38 in the ‘Practice Note’ series 
of the Incorporated Accountants’ Research Committee. 
26 pp. 946. 4s net. The Society of Incorporated 
Accountants, London. 

SOME SUGGESTIONS ON SIMPLE ACCOUNTANCY CONTROL 
‘TECHNIQUES FOR THE SMALL INDUSTRIAL CONCERN, by 
Desmond F. Davis, a.s.a.a. No. 39 in the ‘Practice 
Note’ series of the Incorporated Accountants’ Research 
Committee. 19 pp. 9} x 6. 4s net. The Society of Incor- 
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Jones, F.A.C.C.A., A.C.LS. 282 pp. 74 X s. Jordan & Sons 
Ltd, London. 

VERY PRIVATE ENTERPRISE, AN ANATOMY OF FRAUD AND 
HiGH Finance, by Aylmer Vallance. 205 pp. 84 x 6. 
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FINANCE AND COMMERCE 


After an outburst of confidence following the General 
Election, stock-markets have been checked by strike 
influences. JLonger-term prospects are considered 
fair. 
£40,000 for Coal Board 

An unusual item in companyaccounts, ‘Compensation 
to National Coal Board, £40,000’, will be seen in the 
accounts of The United Glass Bottle Manufacturers 
Ltd which we reprint this week. The circumstances 
which produced this item are fortunately also unusual 
— and regrettable. Some readers, however, may in 
the course of business find themselves in a similar 
position to that of this company and will be interested 
to see what has happened in this case. 

One of the company’s production centres at 
St “Helens, Lancs, was threatened with severe 
damage from the approaching coal-mining operations 
of the National Coal Board. The directors obtained 
the best available legal and technical advice and 
negotiations proceeded with the N.C.B. The atmos- 
phere at these negotiations, states Mr L. A. Elgood, 
CA, the chairman, was created ‘by a situation in 
which it appeared that unless settlement in some 
form could be reached within six months, there might 
be a surface subsidence of approximately two feet 
which would take place for the most part in the 
first eighteen months following mining’. 

Already buildings on neighbouring land were 
seen to have suffered severe damage from this cause, 
says Mr Elgood, and it required little imagination to 
visualize the resulting effects on furnaces full of 
molten glass, tall factory chimneys and finely- 
adjusted machinery. 


Paid for Protection 


The directors were eventually forced into the 
position of considering a payment for leaving coal 
unworked for the-protection of the company’s works 
site on the basis of the value of profits which would 
otherwise accrue to the Coal Board. There seems a 
wealth of meaning in Mr Elgood’s further statement 
that ‘the common knowledge that coal was being 
imported, in increasing quantities did nothing to 
strengthen our bargaining powers’. 

And so £40,000 has been appropriated from 
revenue general reserve to be paid by five equal 
instalments to prevent mines and minerals being 
worked under an area so specified as to guarantee 
safety from subsidence. 

Mr Elgood sees little prospect of any early legisla- 
tion on this matter of mining subsidence. There is 
such a conflict of interest, he says, between the 
National Coal Board on the one side and the local 
authorities and industry on the other. 


Another Case 
A case of actual damage from the workings of the 


National Coal Board is disclosed by Mr L. J. E. 
Hooper, chairman of the well-known pottery com- 
pany, Doulton & Co Ltd. The damage has been 
sustained to buildings and plant at the company’s 
Burslem factory. 

Mr Hooper says that under modern conditions of 
manufacture, any consequences might be more 
serious than formerly and a reduction in output, he 
adds, could materially affect the company’s American 
trade and the dollars it earns. At present, it is 
impossible to see how far the trouble is goinz but 
unfortunately the situation, Mr Hooper says, has 
slowly but steadily deteriorated owing to the working 
of three seams of coal either directly underneath or 
in close proximity to the works. 

Mr Hooper, without expressing any opinion an the 
necessity of coal production at any cost, maintains 
that such a company as theirs should be completely 
indemnified from the results of land and buildings 
disturbance by the action of the N.C.B. with whom 
the company has been in close touch throughout as 
to the risks incurred. It may be necessary, he adds, 
for us to claim our legal rights by litigation. 


I.C.F.C. 


Many readers who have been concerned in obtaining 
capital for small businesses will know at first hand 
the Industrial and Commercial Finance Corporation 
Ltd, which was set up ten years ago, under official 
auspices, for this purpose. 

Not everyone who seeks the financial support of 
the I.C.F.C. is successful, but what this institution 
does claim is that it makes a conscientious investiga- 
tion of the applications put forward. And over the 
past ten years more than s,ooo propositions have 
been thus looked into. Many businesses which are 
now flourishing public companies were nursed in 
their early development: stages by the I.C.F.C. 

Lord Piercy, the chairman, says that his company 
endeavours to find the pattern of financing most 
suited to its customers’ requirements. They have 
been ready to provide equity capital where this was 
appropriate, though, he adds, ‘it would be simple- 
minded to suppose that equity capital and risk 
capital are synonymous’. 

Nevertheless, in addition to its fixed interest 
revenue, the company has profited sufficiently to be 
able to wipe out its ‘not inconsiderable losses’, to 
build reserves and pay to the shareholding banks who 
provided the capital, a ‘consistent if modest return’. 


Money Market 


Treasury bill applications totalled £389,945,000 cn 
May 27th and, with the bid at {9g os sd, the market 
obtained 48 per cent allotment. The average rate was 
held at £3 18s 4:37d per cent. This week’s offer is 
£250 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Underwriting Accounts 


Sir, —I think that ‘Slede’, if he would care to refer 
to my article on ‘Statutory apportionment’, which 
you published on March ob last, may find the 
answer to his problem. 

On page 313, at the foot of the second column, 
I said: 

‘Profits of a private partnership or single venture 
are also not apportionable. This means that when 
received, partnership profits are either all capital, 
or alternatively, all income. The guiding rule is that 
where the profits are for a period ending with the 
death of the testator then the profits are capital, 
but where the profits are for a period covering the 
date of death (i.e. ending on some day after the 
death) then, in the case, the profits are all income.’ 


Applying this to your querist’s case, it would seem 
that the profits of 1951, being made up to December 
31st, 1951, which is the same as the date of death, 
should all go to capital in accordance with the 
decision in Ibbotson v. Elam quoted. Other cases 
bearing on the point which seem to me to support 
this view are: Re Robbins ([1941] Ch. 434); Johnston 
a. Moore ((1858) 27 L.J.Ch. 453); Lambert v. Lambert 
((1874) 22 W.R. 359); Re Lynch-White ([1937] 
All E.R. 551). 

It is true that the presence of the 1952 and 1953 
taxed interest raises doubts as to whether equity 
would be maintained if my ruling is followed, but 
the amount involved is probably insufficient to 
‘warrant application to the Court. However, the expense 
of obtaining counsel’s opinion might easily be justified. 

Had the date of death been any other day — from 
January rst, 1951, right up to December 30th, 1951, 
then the whole of the 1951 profit, including the taxed 
interest of 1952 and 1953, would fall to be treated as 
income in accordance with Browne v. Collins. 

Had the point been considered when drafting the 
will, the whole of the profits could have been treated 
as income by the insertion of a non-apportionment 
clause which specified that no part of the profits be 
added to the capital. 

Yours faithfully, 


Brighton. CYRIL A. WILLIAMS. 


Share Valuation 


Sir, — I was most interested in the excellent lecture 
printed in your issue of April 16th given by the Chief 
Examiner of the Estate Duty Office on ‘Valuation of 
unquoted shares for estate duty purposes’. I was par- 
ticularly impressed by Mr Fairweather’s suggestions 
that his office ‘is reluctant to wander further than we 
have to into the realms of fancy and speculation’, and 
again when discussing family businesses that his office 
“encourages a practical and realistic.approach rather 


than one in which hypothesis is stretched beyond the 


‘bounds of reason’. I was less impressed, however, with 


Mr Fairweather’s office who have recently contended 
in a case with which I am connected that a minority 
shareholder can be in control of a company, following 
the death of the controlling shareholder, for a short 
period pending obtaining of probate, and should he 
in his turn die within five years, then Section 55 
applies to his minority holding. Thus, no doubt if a 
shareholder holding 99 per cent of the shares dies, 
then the r per cent holding gives control for a few 
weeks and may bring Section 55 into operation on a 
subsequent death. 

It would, therefore, seem that in the Estate Duty 
Office’s ‘dim world of fictitious sales’, the tail wags 
the dog, and that perhaps partly answers Mr 
Fairweather’s thought as to why The Institute of 
Chartered Accountants should find it necessary to 
arrange two lectures, one on how to value shares for 
probate and one on how to value them on a normal 
and rational basis. 

Yours faithfully, 
Brighton, T. B. G. JOSE. 


[The Finance Act, 1894, Section 7 (5), requires 
valuation to be by reference to the price which the 
property would fetch if sold in the open market at the 
date of death. We gathered Mr Fairweather’s point to 
be that in arriving at a figure on this purely hypo- 
thetical basis a reasonably common-sense view should 
be adopted. The anomaly mentioned by our corre- 
spondent was pressed upon the Chancellor of the 
Exchequer during his recent inquiry. The Finance 
Act, 1954, which followed that inquiry did make some 
amelioration in the case of accidental control arising 
other than through voting power, but such control 
arising through voting power was not dealt with. In 
face of the implied ministerial approval of the con- 
tinuance of the anomaly it is perhaps too optimistic to 
expect that it will in practice be dropped. — Editor.] 


Reports on Accounts 


SIR, — The Council of the Institute suggest in their 
new statement! that a chartered accountant who has 
prepared, but not audited, accounts should neverthe- 
less report on them, and in the usual case they 
suggest that his report should state that he has 
prepared the accounts from the records and other 
information supplied by the proprietor, but without 
verification thereof. Since the absence of any report 
implies just this, why not save words and give no 
report at all? Few people in business, or in the 
Inland Revenue, do not recognize the difference 
between accounts and audited accounts. ~ 


Yours faithfully, 
Newcastle upon Tyne, I. H. J. H. SISSON. 


1 See The Accountant dated May 28th, 1955. 
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THE SOCIETY OF INCORPORATED 
ACCOUNTANTS 


EXTRAORDINARY GENERAL MEETING . 
Membership Subscriptions Increased 


An extraordinary general meeting of The Society of 
Incorporated Accountants was held at Incorporated 
Accountants’ Hall, on Tuesday, May 17th, following 
the Society’s annual general meeting, the proceedings 
at which were reported in our last issue. 

Mr Bertram Nelson, J.F., F.S.A.A., President of the 
Society, was in the chair. 

‘THE PRESIDENT: Notice of this meeting has been duly given, 
ladies and gentlemen. Is it your wish that the notice 
convening the meeting and the four resolutions there set 
out be taken as read? (Agreed.) We shall take these resolu- 
tions separately. The first resolution relates to the proposed 
increase in membership subscriptions. I will ask Mr 
Cassleton Elliott, the Chairman of the Finance Committee, 
to move the formal resolution. 

Mr E. CASSLETON ELLIOTT: In moving the resolution for 
an increase in membership subscriptions I would make it 
perfectly clear that the Council are only making this 
recommendation after the most searching examination of 
the Society’s financial position. The past few years have 
shown that expenditure has Seen outstripping income and 
the Council have been increasingly concerned about the 
eventual result unless some action is taken to deal with the 
situation. The Council therefore decided to appoint a sub- 
committee to make a thorough examination of the finances 
with particular reference to future commitments. 

This committee made a careful survey of existing 
expenditure, and their broad conclusion was that practically 
the only economy which could be effected would be to cut 
down existing activities. This could only be considered by 
everyone concerned a retrograde step and would prevent 
the Society from continuing to maintain its appropriate 
place in the profession, The subcommittee found that 
existing expenditure was being properly and efficiently laid 
out for the activities approved by the Council. 

The subcommittee had, however, to go still further and 
had to measure as best they could the cost of immediate 
future commitments as well as to take into account the 
natural increase in expenses arising from present activities. 
It was estimated that by 31958 our expenditure would 
amount to £85,000 against our estimated income of £73,000 
leaving the deficiency of £12,000 a year referred to in the 
memorandum which has been issued in relation to this 
meeting and which you have before you in the printed 
notice. 

For the moment let me deal in some little detail with 
this item of estimated expenditure amounting to £85,000. 
This is a large figure but I would emphasize that this is an 
estimate based on the known factors of the moment, 
although it could easily be falsified by later trends and 
events. It is, however, the best estimate we can make at 
present for the guidance of members. 

Last year the expenditure was £71,000 as shown by the 
published accounts that have been in your hands for the 
requisite period, and you will see we are anticipating a 
further increase of {14,000 by 1958, which is broadly 
accounted for as follows: establishment expenses, £1,000 
(mainly extra rates and extra accommodation); administra- 
tion expenses, £3,000 (mainly salaries); general expenses, 
£2,000 (additional cost of List of Members and representation 
abroad); educational research courses and library, £2,000; 
grants to branches and. district societies, £3,000; contin- 
gencies including Capel House, £3,000; making a total of 
£14,000. , . 


I suggest to you that this is a realistic and modest assess- 
ment of the Society’s commitments. Our educational work 
is becoming increasingly important, and under that heading 
we include courses, research, library, as well as the excellent 
work carried on by the branches and district societies in 
the form of lectures, and so on. In this category we have 
had to make provision for our commitments at Capel 
House, which will be an important educational development. 
These items alone account for the sum of £8,000 out of the 
estimated total of £14,000. 

Our relations with accountancy bodies abroad are of 
increasing importance and are essential for such an 
important body as ours, quite apart from the fact that our 
qualification is recognized throughout the world. We are 
indeed fortunate that we are able to entertain representative 
accountants from overseas in this wonderful hall. Only the 
other day we entertained a member of the Council of the 
‘Transvaal Society of Accountants here and he was welcomed 
by the President and a few members of the Council. He 
appreciated the fact that he had been entertained in this hall. 
He was a South African born and bred but he told me only 
last night that the Society was very strong in South Africa 
and would go on from strength to strength. It is therefore 
up to us when these representatives come over here from 
South Africa to entertain them in a fitting manner as was 
done by the President. 

I desire to point out that all the Society’s various 
activities, research, education, appointments department 
entertaining and examination, to mention but a few, entail 
a vast amount of administrative work. The Council are 
fully satisfied, after examining the position in detail, that 
the expenditure on administration, including salaries, is at 
an economic level. Such things as rates and printing are to 
a large extent out of our hands, but we have given close 
attention to effect all economies in printing, even to the 
extent of the issue of the List of Members every second year 
instead of annually. 

On the question of the estimated net income, it is not 
anticipated that this will increase by more than £2,000 on 
the basis of the present rate of subscriptions. J think I 
ought to add that the subscriptions themselves probably will 
increase by about £5,000, but against that the credit on 
examinations will fall, we think by about £3,000, thus 
leaving a net increase of £2,000. With an estimated increase 
of £14,000 in expenditure, we shall only have an increase of 
£2,000 in income to set against it, leaving the gap of 
{£12,000 to which I have already referred. The recommenda- 
tion of the Council for increasing subscriptions will, if 
approved, give approximately that amount of extra income. 

The Council do not take their responsibilities lightly on 
matters of finance, and through the Finance Committee as 
well as through a special standing subcommittee exert a 
firm control over all expenditure. [ would remind you that 
there has only been one increase in membership subscrip- 
tions since before the war, and that was in 1947, when the 
increase was 50 per cent. Quite apart from the increased 
activities of the Society in post-war years, it will be 
appreciated that costs generally in this country have more 
than doubled since 1939. The proposed new subscription 
tates, if brought into effect, would still be below the 
general rise in costs in this country. 

It seems to me that the issue is a perfectly simple one. 
We either increase the subscriptions or we must face a 
curtailment of some of our essential activities. I feel there 
can be no doubt what the general body of members desire, 
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and that is that the Society should go forward energetically, 
maintaining and extending its outstancing position in the 
accountancy world. This being the case, we must face the 
increase in subscriptions as a necessity, 

In submitting the increase to members we have tried to 
place the largest part of the burden where it can the more 
easily be borne. I therefore ask you to support the Council 
in their recommendation.” 

On a personal note, I see that for the five years ending 
December 31st, 1954, the income exceeded expenditure by 
only £41. In 1954, there was a deficit of £182 before taking 
into account exceptional income. I have been chairman of 
the Finance and General Purposes Committee ever since 
the President’s uncle retired and I have been unhappy at 
this position. There is no margin whatever. I have been a 
member of the Council for a great many years, how many 
years I have been chairman of the Finance Committee I do 
not know, but the time is coming when I shall have to 
retire, and I should like to be able to hand over the chair- 
manship of this Finance Committee in a sound condition, 
That is my personal ambition and I put it to you that we 
should adopt the increase in subscriptions which is suggested. 
I therefore move: 

tx. That articles of association of the Society be altered in 
manner following, that is to say: 

(r) by inserting at the end of paragraph (b) of the interpretation 
Seen at the beginning of the articles of association the 
words: 

“(including the Channel Islands and the Isle of Man)”. 

(2) by deleting that part of Article 22 commencing with the 
words “The following annual subscriptions” in the first 
line, and ending with the words “shall pay a subscription of 
£r 1s od” in the last line of sub-paragraph (e) thereof and 
substituting therefor the following: 

‘T'he following annual subscriptions shall as on and from 
January rst, 1956, be paid by members: 


Members in Practice 

(a) London members in practice, being Fellows, shall pay 
a subscription of {11 re od or being Associates, shall 
pay a subscription of £8 8s od. 

(6) Provincial members in practice who are resident or in 
practice in the United Kingdom, being Fellows, shall 
pay a subscription of £9 19s 6d, or being Associates, 
shall pay a subscription of £6 16s 5d. 

(e) Members in practice who are resident or in practice in 
the Republic of Ireland being Fellows, shall pay a 
subscription of £9 19s 6d, or being Associates, shall 
pay a subscription of £6 316s 6d. 

(d) Members in practice who do not reside or practise in 
any part of the United Kingdom or the Republic of 
Ireland, being Fellows, shall pay a subscription of 
£2 2s od, or being Associates shall pay a subscription 
of £1 15 od. S 

Members not Practising 

(e) Members resident in any part of the United Kingdom or 
the Republic of Ireland, who are not in practice, being 
Fellows, shall pay a subscription of £8 8s od, or being 
Associates, shall pay a subscription of £4 4s od. 

(f) Members resicent out of the United Kingdom or the 
Republic of Ireland, who are not in practice, being 
Fellows, shall pay a subscription of £2 2s od, or being 
Associates, shall pay a subscription of £1 1s od.” ° 

Mr Percy Toorn: I have great pleasure in seconding 
the proposition put forward by Mr Cassleton Elliott. ` 

THE PRESIDENT: The resolution is now open for discussion. 

Mr E. W. Foaco (London): I should like to say these 
words as a humble associate on behalf of the associates not 
in practice. I know that the proposed rates of increase are 
not all the same and I know that the associates not in practice 
are only going to pay one guinea. One of my reasons for 
wishing to. propose an amendment to that part of the 
resolution which deals with the associates’ increase is. that 
after an associate has paid his income tex he then pays his 
professional subscriptions, whereas the Fellow in practice, 
or the Associate in practice, most certainly will have those 
allowed. Therefore the increased rate of the Associate is 
entirely out of proportion. 

I would also say this word of protest— well meant 
protest — on behalf of Associates, that perhaps the Society 
could do one or two more things for the Associates not in 
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practice. ‘This meeting this afternoon is a particular instance. 
If it was not for my employer being good to me, I would 
not have been able to come this afternoon.... 

I would also endorse the remarks made by Mr Pierce in 
the annual general meeting which has just concluded 
regarding the lead to be given by the Society in respect of 
a review of fees and, as a consequence thereof, the salaries 
to be paid to associate employees. I would therefore 
propose that the resolution be amended in paragraph (e) by 
substituting £3 13s 6d for £4 4s od. 

THE PRESIDENT: Perhaps before we deal with that I 
should ask Mr Norton, as solicitor to the Society, to advise 
us whether we can, in fact, take amerdments. 

Mr CHARLES Norton: No, I am afraid it is impossible for 
any amendment to be moved. This is an old question and 
only fairly recently I took a further opinion of joint counsel. 
It is on account of the particular wording of Section 141 (2) 
of the Companies Act that counse.’s opinion is quite 
definite that the only resolution which can be proposed is 
that of which notice has been given. Notice of the intention 
to propose the intended resolution would not have been 
given as required by Section 141 (2) of the Companies Act. 

Tse Prestpent: I think perhaps we can see the reason 
for that; our 10,000 members not present in the hall 
today would have had no notice of any amendment which 
might be proposed. Therefore I think it is clear, as Mr 
Norton has advised us, that we can only discuss the 
resolutions as they stand. That may be desirable for another 
reason, that this is part of a comprehensive plan worked 
out by the Council, and, indeed, it would be dangerous to 
the whole of the arrangements if there were minor amend- 
ments which altered the character of the plan as a whole. 
Therefore in law, and I think in wisdom also, the resolution 
should be discussed as a whole. 

Mr P. F. Prerce (North Lancs): I wonder if it would 
help our friend if we were to say that in the cas2 of com- 
mercial employment — I stand to be corrected if I am wrong 
— if the conditions of employment are such that an employee 
must be a member of the Society or an incorporated body, 
then he would get the subscription allowed for income tax 
purposes. 

Tuz PRESIDENT: That is so. 

Mr Focco: I appreciate that. It is pretty well known that 
as far as professional accountants in commercial firms are 
concerned, the majority of tax districts, in the first place, 
do not allow the subscriptions, but eventually might do 
after argument. I believe it is not a general rule. 

Mr H. K. Greaves (Swansea): Mr President and fellaw 
members, I do not know whether the Council has any 
discretion by which it can give honorary life membership 
to Associates who have reached advanced age and have 
retired from active participation in the profession, but it 
would be a generous gesture if it could be conceded. I do 
not know to what extent the income from such members is 
material, but we could probably afford to be generous. 

‘THE PRESIDENT: Honorary membership at present is only 
given in exceptional cases. At the moment there are five 
honorary members. The articles and bye-laws are at 
present being considered in relation to revisions, and this 
matter might well be dealt with then. 

Mr J. D. NIGHTINGIRL (London): I would draw the 
attention of members here to one or two points. Presumably 
the increase starts at January Ist, 1956, so the Society will 
get a large increase in revenue next year. f 

I think it is wrong to bulldoze this measure through. 
Whilst you can give a fairly explicit explanation of where 
the increased expenditure might go, it does involve the 
whole policy of the Society; in other words, this large 
increase in revenue is coming in but the ordinary members of 
the Society will not have any say in what is going to happen 
to that increased revenue or whether or not he agrees with 
the policy of the Society in spending it. I think that the 
measure should be deferred for a time so that the ordinary 
member of the Society can see where the money is going and 
what in effect the policy of the Society is going to be. ... 
As I see it, the expenditure is going up every year. I have 
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only been a member about six years, but we are not getting 
any further ourselves. I do noz say that we want it, but as 
regards getting more for the Society, merely increasing the 
cost of present services is not getting better services from 
the Society. 

Mr W. L. KARAMELLI (London): I had it in mind to 
make a proposition, but I understand it is out of order. I 
should like to make some points on the proposition I had 
it in mind to make. I was proposing to make an addition 
to the resolution suggesting that the Council should 
undertake, in view of the additional or higher subscription 
made by practising members, the defence of members where 
they are sued by clients. It could be in suitable cases, if 
you like, but I think in all cases where it is a question of 
defence. Even in the case of disputed fees, I think the 
Society should help. ... 

In the circumstances, although I had it in mind to try 
to get this amendment, I do not propose to oppose the 
resolution as I feel sure from what the chairman of the 
Finance Committee said that probably we would have to do 
something of the sort, but I feel that . . . the suggestion 
that some thousands of pounds should be spent because 
Capel House has been given to us should be looked at very 
carefully before it is pursued. 

Mr H. Loxer (Feltham, Middlesex): I would speak 
against the resolution for an increase in subscriptions, the 
reason being that I think it is too much. I think you are 
asking too big a subscription from the individual members. 
After all, the general income of the Society is something 
like £50,000, and that is no small amount of money. Many 
of the practitioners and those who are assisting them, and 
those in industry, cannot get an increase in their fees or 
salaries just by saying: ‘Look, we must have some more’, 
and for that reason I oppose the resolution. I am sorry to 
do so because I know that councils such as this have a 
difficult task, but they are appointed to carry out those 


duties, and a Fellow will pay £11 11s od, which is much. 


more than the other accountancy bodies. ... 

Mr W. Keto (Belfast): I would also criticize the £14,000. 
We in Ireland would say that £14,000 is no small sum to be 
throwing about. The proposer of the resolution said that 
the money would be required by 1958, that is, four years 
from last December. . . . With all due respect, I think we 
ought to have more informaticn. £3,000 for this and £2,000 
for that looks all right, but it seems to me an awful lot of 
money, and the full amount of it is not required for four 
years. Why, therefore, put the full subscription on right 
away? 

Mr J. E. Spoors (Newcastle upon Tyne): Since we have 
had nothing but opposition up to the moment, I think we 
might compare this with other things. When all is said and 
done, this subscription is not doubled yet. I hesitate to 
think of anything that has not doubled up to the moment. 
I personally think our Society subscription is not un- 
reasonable. 

With regard to the estimates, might I suggest it would 
have been much better if the very lucid speech of the 
Chairman of the Finance Committee had been printed in 
some detail in the notice of the meeting. In my district 
they said: ‘What on earth is the money going to be spent 
on? If we had been told £3,000 on this and £2,000 on that, 
I am sure my members would have grumbled but would 
have accepted the position. When it comes to estimates for 
the future, I think our Council are wise to try to build up a 
reserve fund before it is needed, and I would hazard a 
guess that, unless they have made some good provision for 
contingencies, in three years’ time their estimates will be 
grossly too small. 

I think money spent on education and on district societies 
is well spent. I would sugges: that we pass this resolution, 
not with acclamation, because you never give money with 
acclamation, but realizing that when all is said and done, 
if members are in a good and learned society, they should 
be able to afford even {11 11s od. Our London people say 
they do not know what they get. I think they probably do 
not take advantage of their privileges. I suggest, regarding 
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fees, that some of us should have more courage in feeling 
we are worth proper fees and charge them. I think from 
experience that we will probably get them. 

Mr A. V. Hussey (London): As members of the Society 
we feel proud of it. We do not begrudge, and have never 
begrudged, the Council anything that it has previously 
asked within reason, but I do feel that there has been a 
good reason this afternoon for fair comment regarding the 
method of dealing with this resolution. We have all had the 
report for quite a long time, but it does not contain one 
word of what was to be done with this extra fund; it merely 
tells us that it is to deal with future development. I wonder 
what our reactions as accountants would be if we were in 
any way party to a public subscription in respect of which 
the prospectus merely stated what sum of money was 
required but gave no indication of what it was required for. 
Tam in sympathy with Mr Foggo, of London, who complains 
deeply that as an Associate he cannot get his subscription 
allowed. I must say I think it does the profession itself 
no credit whatever that the leading bodies of accountants 
are unable to get a simple matter like that settled for the 
benefit of its members. I think it was time it was done. 

Quite frankly, if it was fifty guineas a year and we were 
able by reason of such a subscription to look after ourselves 
because we were getting, as it were, protection for our 
money, you would agree with me that it would be worth 
while every time. So, on the score of the amount I can 
find no complaint if we are ultimately going to receive 
value for it. But I am a little worried — and this is not the 
first time I have said it at the annual general meeting — 
about this gift of Capel House. The accounts do not convey 
very much information. ... 

Tue PRESIDENT; Are there any other comments? (No 
response.) I have considerable sympathy with the matter 
mentioned by Mr Foggo, the subscription of Associates not 
in practice. Because of that difficulty the Council has 
recommended that the suggested increase there should only 
be a guinea instead of two guineas. If we can do more to 
help our Associates not in practice in the ways suggested 
today, we shall be pleased to do so. 

Mr Nightingirl mentioned that the proposed increase in 
subscriptions would, if carried, have effect in 1956, whereas 
the full increase in expenditure of £12,000 would not be 
reached until some later period. That is true, but I think 


At is most desirable in the interests of the Society that we 


should build up our resources quite substantially during the 
next few years, not to an excessive figure but to a point where 
we feel we can pursue an active and progressive policy. That 
progressive policy, I think, Mr Nightingirl rightly desired. 
‘The annual report is a statement of policy. It indicates the 
work we are doing and the work which we hope will 
continue and extend. 

Mr Nightingirl asked, what do we get out of the Society? 
I am afraid the answer is the answer we must always give: 
exactly what we put in. The Society is the members. It is 
the work done by the members, by the branches, by the 
district societies, by the committees and by the Council 
that we put into the Society and that is precisély what we 
get out. 

Comparisons were made with annual fees payable by 
other bodies, but I would mention here that the annual 
subscription paid to the Society includes membership of 
the branch or district societies. 

Mr Karamelli asked whether we could include, as part of 
the service to the members comprehended in the new 
subscription rates, defence fund facilities. My own impres- 
sion is that there would be great difficulties in a defence 
fund of the type which has been suggested. It would 
be very expensive indeed for the Society to guarantee 
to all its members that it would defend them against all 
actions and represent them in respect of suing for fees. We 
would have to think about it very carefully indeed before 
we gave any undertaking that this could be done and it might 
well be that it would not be in the interests of the Society or 
the public interest to provide such facilities. 

On the Capel House matter there was a full explanation 
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in the 1953 annual report. The position is that Colonel 
Medcalf’s generous gift included the house, the contents 
and the investments of £27,000 which appear in the balance 
sheet. During his lifetime and the lifetime of his sister, 
Colonel Medcalf continues to occupy Capel House, in 
respect of which he pays the rent set out in the income and 
expenditure account. If Colonel Medcalf should not survive 
the necessary Period, of course estate duty would be payable 
and it seemed desirable to insure against that possibility. 

I think we may all feel that the address which Mr 
Cassleton Elliott made has helped very much in understand- 
ing why the Council feels firmly that the increase recom- 
mended is desirable and essential if the Society is to pursue 
a progressive policy. I feel myself, having sat as a member 
of the Finance Committee, that if the additional income 
suggested in this resolution is not available, inevitably there 
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will be a curtailment of essential activities. I would ask the 
members to remember that there has been only one increase 
since pre-war days, an increase of only 50 per cent, and it 
may well be that we shall feel that where such a small 
increase has been made on the pre-war figure, there must 
have been considerable economy. It is not unreasonable to 
come now to the members and ask for this further increase, 
which I am convinced is desirable in the interests of the 
Society and its members. The resolution has been duly 
proposed and seconded and- I will put it to the meeting. 

(The resolution was carried by a very large majority.) 

‘THE PRESIDENT: I am grateful to the members who have 
taken part in this discussion. It is quite right that this 
resolution should be fully discussed. We are grateful for the 
friendly spirit in which it has been done and welcome the 
interest of the members. 


The Constitution of the Council 


May we now come to the resolution which deals with the 
constitution of the Council? I will ask the Chairman of the 
Articles and Bye-laws Committee, Sir Frederick Alban, to 
move the resolution. 

Sir FREDERICK ALBAN: Resolution No. 2 seeks to vary the 
constitution of the Council. To vary the constitution of any 
body, particularly a body like ours which is now in its 
seventy-first year, is a very important matter and before 
putting these proposals before the members we have had 
Jong consultation with branches and district societies and 
have been guided by them. The fundamental alteration is in 
Article 40 (a). Under the existing article the Council shall 
consist of not more than thirty-eight members (thirty-six 
elected from amongst the United Kingdom and Irish 
membership and two members of the Scottish Branch 
elected by members of the Scottish Branch). It is now 
proposed, with the concurrence of the Council of the 
Scottish Branch to modify the agreement entered into in 
1899 (at the time of the amalgamation with the Scottish 
Institute of Accountants) whereby that Branch had the 
right itself to elect two members of the Council. In future; 
at least one of the thirty-six members elected to the Council 
in the ordinary way would be drawn from the Scottish 
Branch. 

Under the proposals now under consideration’ the 
Council would consist of thirty-six elected members 
(including at least one member of the Scottish Branch) and 
those past-presidents of the Society who are willing to 
serve. In the present circumstances this constitution’ would 
give us a Council with a maximum membership of forty- 
three. Opportunities for service on the Council to younger 
members would be extended whilst at the same time the 
experience of past-presidents would be retained. ‘That is the 
extent of the proposed revision of Article 40 (a) and the 
remainder of the resolution deals with consequential 
alterations. 

The proposed addition to Article 47 seeks to legislate for 
the unhappy (and I trust unlikely) circumstance in which a 
past-president may be removed by members from office 
as a Council member. In such an event since the past- 
president. was, so to speak, an ex-officio member and not 
an elected member, the vacancy caused by his removal 
could not be filled. 

The proposed alteration in the position of the Scottish 
member or members of the Council necessitates a conse- 
quential amendment in Article 48 and the deletion of the 
existing Article 49 (b). Both relate to appointments to the 
Council to fill casual vacancies. It is desirable that there 
should be no misunderstanding about the position of 
Scottish members of the Council and casual vacancies. 
Article 48 is subject to the overriding provision of Article 
4c (a) that there shall at all times be at least one Scottish 
Council member. 

It is proposed in the revised Article 49 that one-third 
of all the members of the Council (not excluding Scottish 
members as hitherto) should retire each year but a saving 
clause is added to ensure compliance with the provisions of 


Article 40 (a) as to there being always at least one Council 
member from Scotland. S 

I now beg formally to move as a special resolution that 
Articles 4¢ (a), 46, 47, 48 and 49 of the Articles of Association 
be altered in the manner set out in Resolution 2 of the 
notice convening the meeting: 

‘2, That the articles of association of the Society be altered 

in manner following, that is to say: 

(1) by deleting the existing sub-paragraph (a) of Article 40 
and substituting therefor the following. new sub-paragraph 
to be numbered 40 (a): 

“40 (a) The Council shall consist of not more than 
thirty-six members elected from among the members of the 
Society in the United Kingdom and the Republic of 
Ireland (of whom at least one shell be a member of the 
Scottish Branch of the Society), and in addition such of 
the Past-Presidents of the Society as shall signify their 
willingness to serve,” 

(2) by deleting in the second line of Article 46 the words 
“Article 49 (b)? and substituting therefor the words 
“Articles 47 and 48.” 

(3) by inserting at the end of Article 47 the words: 

“Provided that.in the case of the removal from office on 
the Council pursuant to the provisions of this article of 
any Past-President the resulting vacancy shall not be filled.” 

(4) by deleting the existing Article 48, and substituting therefor 
the following new Article to be numbered 48: 

“48. Subject to the provisions of Articles 46 and 47 the 
Council shall have power to fill any casual vacancy in their 
number but so that if the vacancy results from a member 
of the Scottish Branch of the Society ceasing to be a member 
of the Council such vacancy shall only be filled by the 
appointment of another member of such Branch and so 
that eny person so appointed shal! hold office only until 
the next following ordinary general meeting, and shall then 
be eligible for re-election.” 

(s) by deleting the existing Article 49 (a) and (6) and substituting 
therefor the following new Article to be numbered 40: 

“49. At the ordinary general meeting in every year one- 
third of the members of the Council elected from among 
the members of the Society in the United Kingdom and 
the Republic of Ireland pursuant to Article 40 (a), or, if 
their number is not a multiple of three, then the number 
nearest to but not exceeding one-chird, shall retire from 
office. The members so to retire shall be those members 
who have been longest in office since their last election, end 
the meeting may re-elect them if qualified, or elect qualified 
members to fill their places, but any such election shall 
ensure that the provisions of Article 40 (a) as to at least 
one member being a member of the Scottish Branch of the 
Society are complied with.” ° . 

Mr C. P. BARROWcLIFE: I second tke resolution. 

(After discussion the resolution was carried.) 


Other Resolutions Passed 

A special resolution amending Article 32 of the Society’s 
Articles of Association to prevent a suspended member from 
continuing to describe himself as an incorporated account- 
ant, and another amending Article 37 to regularize the 
publication of the Society’s List of Members every two years 
instead of annually, were also carried. 

‘The meeting then concluded with a vote of thanks to the 
President which was carried with acclamation. 
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THE INCORPORATED ACCOUNTANTS’ 
BENEVOLENT FUND 


ANNUAL MEETING OF SUBSCRIBERS š 
Report of the Trustees 


We reproduce below the sixty-second annual report of the Trustees for the year 
1954, presented at the annual meeting of subscribers, held at Incorporated 
Accountants’ Hall on May 17th, 1955, 


The Trustees beg to submit their report and accounts for 
the year ended December 31st, 1954. 

It is with deep regret that they have to record the death 
of Mr Walter Southwood Smith, a Vice-President, who 
always took a keen and active interest in the work of the 
fund. He was honorary auditor of the fund from 1895 
until 1947 when he retired from practice and was elected 
a Vice-President. 

At the last annual meeting of subscribers the resignation 
of Mr Walter Holman, who had been a Trustee since 1941, 
was accepted with regret and with warmest thanks for his 
devoted work for the fund for so many years. At the same 
meeting Mr Charles Percival Barrowcliff was elected a 
Trustee to fill the vacancy caused by the resignation of 
Mr Holman. 

The revenue of the fund in 1954. at £4,306 shows an 
increase of £12 over that in 1953. The rules limit the 
expenditure in any one year to the amount of the income 
derived in the previous year from subscriptions and divi- 
dends from investments. The income from these sources 
during the last five years was: 


Dividends from investments 
and tax recovered from 
dividends and covenanted 


Year Subscriptions subscriptions Total 
i £ £ £ 
1950 1,984 1,204 3,188 
1951 2,346 1,125 3,471 
1952 2,400 1,281 3,741 
1953 2,445 1,849 4,294 
1954 2,464 1,842 4,306 


The Trustees express their deep gratitude to all who 
contributed to the fund in 1954, and they particularly 
desire to record their special appreciation of the following 


ifts: 

a £ 
T. C. Fitton Will Trust (Fifth grant) Ss ros 
South African Western Branch e ae 31 
Incorporated Accountants’ Lodge .. T 26 


The Trustees earnestly appeal for continued support 
for the fund, either by way of subscriptions or by coven- 
anted subscriptions for seven years: the advantage of the 
latter arrangement in repayment of income tax is, as 
members know, considerable. 

The Trustees report with regret that three elderly bene- 
ficiaries died during the year. They are pleased to record 
that three other beneficiaries, who had received assistance 
with the education of children, announced that they had 
reached a stage when they could manage without further 
support from the fund. Five other cases were also closed 
in which grants had been made for one specific purpose. 
On the other hand, ten new applications were . received 
during the year and grants were made in respect of five of 
them, bringing the total number of beneficiaries in 1954. to 
thirty-five. Although, by a coincidence, the amount dis- 
bursed in grants during the year under review was the 
same as in 1953, there were fewer recipients; but the con- 
tinued rise in the cost of living made it necessary to increase 
the scale of grants in most cases. 


The grants made during 1954 can be classified in the 
f I : 
ollowing manner oe ee 


Cases Grants 
Widows and dependants of de- 
ceased members ia) ew 16 1,611 
Education and support of children 15 1,694 
Members or former members .. 4 335 
35 £3,640 


The geographical distribution of the grants was as 
follows: 


Cheshire 4 Nottinghamshire I 

Derbyshire I Scotland š 2 

Gloucestershire r Somerset 2 

Isle of Wight I ussex . 4 

Lancashire .. .. 5 Wales .. I 

London and the Hom Yorkshire 1 
Counties .. E 


It will be observed that the Trustees continued to devote 
a large proportion of the resources available to the educa- 
tion and support of children. The fund continued to co- 
operate with the R.A.F. Benevolent Fund in educating the 
two children of a member who died on active service. 

The amounts disbursed to beneficiaries during the past 
five years was: 


Amount No. of | 
Year disbursed Beneficiaries 
£ 
1950 SA SA 3,015 36 
Lost si i 2,794. 30 
1952 eg eg 3,280 39 
1953 ge = 3,640 4X 
1954 ss .. 3,640 35 


In addition to financial assistance, the Trustees en- 
deavour, wherever possible, to establish a personal link 
between the fund and the beneficiary. The Trustees grate- 
fully acknowledge the help they have continued to receive 
from honorary secretaries of district societies and other 
incorporated accountants in this important aspect of the 
work of the fund. á 

During the year, the Trustees appointed Mrs Irene 
Duncalf as assistant hon. secretary of the fund, and they 
wish to place on record their appreciation of the services 
she has rendered to the fund. 

Mr James A. Allen, Incorporated Accountant, London, 
has indicated his willingness to continue in office as honor- 
ary auditor, and the Trustees desire to record their warm 
appreciation of his past services. 


. Dated this 8th day of March, 1955. 
Percy TOOTHILL, Chairman. 
C. Percy BARROWCLIFF 
R. WILSON BARTLETT 
R. M. Branson 
E. CassLeron ELLIOTT 
I. A. F. CRAIG, Hon. Secretary. 


Incorporated Accountants’ Hall, 
London, WC2. ° 


Trustees. 


fia 
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IN SCHEVENINGEN 


NETHERLANDS INSTITUTE AFTER SIXTY YEARS 


. Changes in Formation of Private Capital 


The diamond jubilee of the Nederlands Instituut van 
Accountants was celebrated at Scheveningen, near the 
Hague, on Friday and Saturday, May 2oth and arst. 

The President, Drs. R. Besancon, EC.DRS., was in the 
chair at the conference sessions, which were held in 
the Kurzaal, with the platform circled with tulips — 
a reminder of the bulb fields within a few miles of 
the hall. 

Addresses were given by Mr J. Kraayenhof and 
Dr H. M. Hirschfeld, and by the Dutch Cabinet 
Minister, Prof. Dr Zijlstra. The social arrangements 
included the jubilee dinner in The Kurhaus Hotel, a 
concert by the Rotterdam Philharmonic Orchestra and 


visits to characteristic but less well-known parts of 
Holland. 

Accountants from Belgium, Denmark, England, 
Finland, France, Luxemburg, Norway, Scotland, 
Sweden, Switzerland, Western Germany and the 
United States of America were invited, and with 400 
members of the Netherlands Institute and their ladies, 
attended the conference and celebrations. In accord- 
ance with the wishes of the council, many student- 
assistants were also present. 


In addition to Professor Dr Zijlstra, the Minister for 
Economic Affairs, there were also present Professor Dr 
L. J. M. Beel, Vice-President of the Council of Ministers and 
Minister for Internal Affairs; Mr J. van der Kieft, Minister 
of Finance; Mr Pos, Minister Plenipotentiary for Surinam; 
Mr Debrot, Minister Plenipotentiary for the Antilles, Dr 
H. van den Berge, State Secretary of Finance; Dr H. 
Veldkamp, State Secretary of Economic Affairs; Dr J. 
Donner, President of the High Court of the Netherlands; Mr 
Jonkman, President of the First Chamber of the States- 
General; and many representatives of the Dutch Govern- 
ment and provincial authorities, of the universities, and of 
other professional bodies. 


Representatives of Other Countries 


The Institute of Chartered Accountants in England and 
Wales was represented by Mr Donald V. House, F.c.a., 
President, and Mr Alan S, MacIver, M.C., B.A., Secretary, and 
Mr Douglas A. Clarke, LL.B., F.c.A., and Mr F. T. Wright 
F.C.A. were also present; the Institute of Chartered Account- 
ants of Scotland by Sir Ian Bolton, Bart, c.a., President, and 
Mr E. H. V. McDougall, Secretary, and Mr W. Jackson, 
C.A., was also present; the Society of Incorporated Account- 
ants by Mr Bertram Nelson, F.s.A.A., President, Sir Richard 
Yeabsley, C.B.E., F.C.A., F.S.A.A., Vice-President, and Mr 
Ian À. F. Craig, ong, B.A., Secretary; and the Association 
of Certified and Corporate Accountants by Mr Macfarlane 
Gray, F.A.C.C.A., President, and Mr F, Cameron Osbourn, 
M.B.E., B.A., LL.B., Secretary. 

The American Institute of Accountants was represented 
by Mr J. Harold Stewart, c.p.a., of Boston, Vice-President, 
and Mr J. M. Neumayer, c.p.a., of Kansas City; the German 
Institut der Wirtschaftspriifer in Deutschland by Dr T. O. 
Bredt, of Hannover-Kleefeld, President, and Dr Wilhelm 
Dieterich, of Diisseldorf, Director, and Dr Quitmann was 
also present; the French Ordre National des Experts- 
Comptables et des Comptables Agréés by M J. Alexandre, 
of Paris, Président; the Société des Experts Comptables 
Français by M Ferréol Bolo, of Nantes, President, and 
M Jules Piquet, of Paris, Secretary; the Swiss Verband 


Schweizerischer Biicherexperten by Dr J. Viel, of Zurich, 
President, and Herr Emile Giroud, of Zurich, Vice-President; 
the Collége National des Experts Comptables de Belgique 
by Mr R. van Iper, of Antwerp; the Danish Foreningen af 
Statsautoriserede Revisorer by Mr H Hjernø Jeppesen, 
President, and Mr A Engell-Nielsen, both of Copenhagen, 
and Mr V. Spang-Thomsen, was also present; the Nor- 
wegian Statsautoriserte Revisorers Forening by Mr Olav 
Ildal, President, and Mr Asbjörn Glomstein, Secretary, both 
of Oslo; the Swedish Föreningen Auktoriserade Revisorer 
by Mr Nils Karlgren, of Göteborg, President; the Finnish 
Föreningen, C.G.R. and K.H.T. Yhdistys by Mr Erkki 
Usva, M.com., of Helsinki-T6élé, President, and Mr Uné 
Lénnqvist, of Helsingfors, Secretary, and Mr Börge 
Forstrém, of Helsingfors, Vice-President, was also present; 
and the Ordre des Experts Comptables Luxembourgeois 
by M Valérien Conter, of Luxemburg, President. 

Mr Derek du Pré, Editor of The Accountant, -was also 
present as a guest of the Netherlands Institute. 


On the evening of Ascension Day, May zoth, 1955, 
a reception was given so that the representatives of 
other countries and their ladies should have an 
opportunity of meeting the President and many mem- 
bers of the Netherlands Institute and their ladies. 


A Welcome from the President 


On the morning of the Friday, the President of the 
Nederlands Instituut, Drs. R. Besancon, EC.DRs., 
opened the conference by a welcome in Dutch to the 
many members of his Institute, with an expression of 
pleasure that so many ladies were attending and with a 
reference to the many distinguished Dutch guests who 
were present. 

The President then introduced the representatves 
of visiting countries in short speeches in their own 
languages, the representatives of the Scandinavian and 
northern countries being addressed in English, the 
representatives from Switzerland and Luxemburg 
in German, and the Belgian representative in Flemish. 


Opening Address 


The President then addressed the opening meeting in 
English. He valued the presence of so many oid friends 
from abroad, as well as new friends, That they should 
come to share in the rejoicing was appreciated for its 
own sake and also as a contribution towards the success 
of the jubilee. 


‘Economic life in our western world is becoming more 
and more international, with expanding internaticnal trade, 
industrial activities and international finance. At a time 
when the differences between the economic and sociological 
patterns of the several nations of our free world zre greatly 
diminishing, there will be less and less use, and perhaps in 
the long last no place at all, for accountants differing from 
nation to nation in approach and scope of their work; and 
consequently issuing certificates of different meaning and 
value. When business firms in the same field, but in 
different nations, are generally working along very much the 
same lines, it seems inconceivable in the end that they would 
still be audited with more or less differing techniques and 
to varying extent. 

What does this mean? Does it mean that I would like to 
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put before you the urgency for accountants or accountancy 
bodies of different nations to come as soon as possible to 
mutual understanding on the basic principles of the 
profession? Most emphatically not. 

‘For, notwithstanding this tendency towards inter- 
nationalization, even in a country like ours, for which export 
of agricultural and industrial products and international 
activities such as shipping play a dominant and vital part in 
the struggle for raising the standard of living, the scene for 
the greater part of commerce and industry is still within 
the boundaries of national life, and even the firms and 
enterprises, which carry on business with many parts of the 
world, are mostly still firmly rooted in the economic life of 
their own country. 

‘It may be that this situation looks deplorable to those 
idealists, for whom the still prevailing differences between 
the cultural, economical and sociological patterns of the 
nations are merely obstacles on the road to universal peace 
and progress: but I must confess that to me — and this 
applies perhaps to many of you — life derives its flavour not 
from the idea that all men are alike, but — quite the reverse — 
from the fact that all men are different. 


The Profession in National and 
International Life 


‘Our profession cannot move any faster than the great, but 
still national, communities we each have to serve. Certainly 
we must not lag behind. In the same manner as it is expected 
from us that we keep ourselves, in a general way, in touch 
with the rapidly growing possibilities of modern adminis- 
trative methods and techniques, we must also have a keen 
eye for the gradual change from national to international 
economy, and for the high demands which this evolution 
makes on the profession as a whole. To the extent that the 
threads of economic life become more and more inter- 
nationally interwoven, we have to keep ourselves prepared 
to combine our activities in such a way that we can satisfy 
the demand for our services both in the international and 
in the national field. 

“This cannot be done without a constant study of each 
other’s methods, of the basic problems with which we have 
to deal and of the solutions we may think we have found. 

‘But of much more importance is the fact that we can 
never achieve anything in this direction if there is not 
amongst us a feeling of belonging to one great profession. 
The readiness of our guests ta accept our invitation and to 
join these festivities of a fellow-institute seems to me an 
all-sufficitent proof that this feeling is happily as much alive 
amongst them as it is amongst us. It is for this reason that 
I can truly say that these celebrations would have lacked 
the salt of the earth, if our friends had not been here today. 

‘I can assure you that this Institute is keenly aware of the 
differences which still prevail between the accountants and 
' accountancy bodies in different countries, and is therefore 
for the time being not inclined to participate in any inter- 
national co-operation which might suggest a far greater 
uniformity between the participants than in reality exists. 
But it will gladly join every effort to further a mutual 
understanding between the accountants and accountancy 
bodies of all countries and it is in this spirit that we volun- 
teered to organize the next international congress in this 
country. We were greatly honoured that this offer was so 
readily accepted. We will, together with the V.A.G.A., do 
everything we can to make this all-important meeting of 
the professional world a success. 

‘At the beginning of the next decades of the profession in 
this country, I feel inclined to venture on a forecast. Know- 
ing my countrymen and especially my colleagues of this 
Institute, I think I can predict that the latter will go on in 
a relatively quiet but surely efficient manner to raise the 
standards of the profession, to overcome what difficulties 
there may arise in connection with a possible legal regulation 
of the profession in this country, to maintain and enlarge 
the many friendly relations they have with acccuntants and 
accountancy bodies in other countries, and that in the mean- 
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time they will not be ashamed of what little pride they take 
in the achievements of their own Institute.’ (Applause.) 


Messages of Goodwill 


The first speaker was Mr de Jong, President of the 
Vereniging van Academisch Gevormde Accountants, 
who said that the Institute had grown since 1895 in 
fruitful soil. In the words of the monument on the 
great Outer North Sea Dyke (the Afsluitdijk), we must 
build for the future. Sir Ian Bolton for the Scottish 
Institute, said that since the ramifications of trade and 
industry are world-wide it was of the highest tmport- 
ance that accountants from all over the free world should 
meet and get to know each other. Mr Harold Stewart, 
for the American Institute, said that accountants had 
singleness of purpose in an international profession 
which required all their best qualities. Techniques and 
knowledge may be learned apart, but people can only 
be understood through association. In Holland, 
practicality and culture were uniquely blended and 
American accountants looked forward to coming to 
Holland for the international congress in 1957. 
Expressing the greetings of the English Institute, 
Mr Donald V. House said that accountancy is an inter- 
national profession — perhaps more than any other — 
and each country must maintain the highest standards. 
English chartered accountants, who felt at home in 
Holland, were looking forward to the international 
congress in Holland in 1957, and wished the Nether- 
lands Institute every success in the future. For the 
Society, Mr Bertram Nelson said that after the previous 
international congress in 1926 in Holland, Mr van Dien 


had been elected an honorary member of the Society; ` 


this jubilee gathering is the latest evidence of the work 
of the Netherlands Institute. For the Association, 
Mr Macfarlane Gray referred to the series of celebra- 
tions during the last twelve months: the Scottish 
Institute’s centenary, the golden jubilee of the Associa- 
tion, the seventy-five years of the English Institute, 
and now the diamond jubilee of the Netherlands 
Institute. The bond of belonging to the same profes- 
sion is a very strong tie between man and man and the 
Netherlands Institute has contributed much to the 
profession and to international understanding. 
There were many other messages. 


Presentations from Dutch Members 
and Assistants 


There was then a pleasing ceremony when Mr G. P. J. 
Hogeweg, a senior member, handed to the President 
a cheque for 54°600 gulden which had been subscribed 
by the members as a present to the Netherlands 
Institute. The President said that this gift wds a royal 
and spontaneous demonstration by members which 
expressed their love for the Institute. The Society of 
Student Assistants also presented a cheque and the 
President thanked them for this expression of their 
feelings towards their future professional body. Many 
gifts of flowers were received from sister-organizations 
in Holland including the Society of Actuaries and the 
Brotherhood of Notaries, who sent a bougainvillea. 


Jubilee Retrospect 


At the beginning of the afternoon session, a telegram 
from the Queen of the Netherlands was read to the 
meeting. S 
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Addressing the meeting this time in Dutch, the 
President said: I 


‘In a backward glance to 1895 one must guard against the 
apparent fore-shortening of events in perspective. Even so, 
if we merely compare the present situation with what could 
reasonably have been expected by the founders in 1895, we 
gain an impression of the enormous development that has 
taken place in a lifetime. We are filled with great admiration 
and gratitude for those who have had a share in forming the 
profession and in building the Institute; of these many are 
now with us or thinking of us but, alas, many who by their 
work and personality have influenced the development of 
the profession and the Institute are with us no more. In the 
name of the Institute I salute them in honour and 
thankfulness. 

‘Looking back we can see more clearly than a con- 
temporary observer how the auditor’s function has arisen 
and grown to meet a need and problem of commercial life. 
‘That in our country, and in many others, this problem and 
challenge has found its right answer through a new and 
separate profession, must fill us with admiration for a form 
of society which made this possible. It was made possible 
by those who chose the uncertainty of the new way above 
the safety of the beaten track, by those who were left in 
freedom to seek out the way in which the new duties could 
best be fulfilled. We can be proud that in a relatively short 
time the Institute through the organization of training and 
examinations, the issue of rules for professional practice and 
the setting up of an independent professional tribunal, 
became an organic whole. At a time like this there is more 
reason, in my opinion, to reflect on the value of a form of 
society which just because of its freedom has stimulated 
such activity, such an answer to the challenge. 


Freedom as a Spur 


‘I am of opinion that we may be thankful that the protection 
for which the young profession asked, was not given. Many 
are convinced, as I am, that the need for the profession to 
build itself with its own strength has been an important 
factor in reaching its present level of achievement. When we 
speak of freedom as a precious possession, we are inclined 
to see freedom in a passive sense as leaving us unhampered 
to do what we wish: the history of our profession shows us 
freedom as an active power, as a stimulus to human action 
in difficult circumstanées, as a spur to find the way to supply 
a newly-arisen business need. 

‘I hope that in the period ahead, as in the past, the 
Instituut will know how to draw to itself colleagues who are 
prepared to work together for the development of the pro- 
fession; that the development of the profession and of the 
Instituut will continue in the greatest possible freedom; and 
that the accountant will continue to fulfil his duty of 
service,’ (Applause.) 


The Accountant in the Community 


The Minister for Economic Affairs, Professor Dr 
Zijlstra in his address to the jubilee session said: 


‘The accountancy profession is a valuable and indispen- 
sable element in Dutch society. The reputation of the 
Netherlands accountant rests on his integrity and on his 
expert knowledge and ability. This is to an important extent 
the result of the striving and activity of the Netherlands 
Institute of Accountents. 

“The efficient direction of a business is now no longer 
possible without the support of specialists in management 
and accountancy. The accountant is more and more the 
indispensable adviser for industzy, commerce and agri- 
culture and generally in the efficient and healthy function- 
ing of economic life. Behind the decisions of the entre- 

' preneur is the advice of the accountant; and the success of 
new venture depends on the way it is carried out, in which 
the accountant often has an important share. 

‘In the Government service a greater tall is also made on 
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the wide knowledge and experience of the accountant, in 
promoting economy in the outlay of money and efficiency 
in the organization of Government. 

“On the subject of legal protection for the accountancy 
profession, the Minister expected that the committee set 
up by State Secretary Veldkamp would reach a conclusion 
as to whether statutory regulation of the profession was 
desirable and would prepare draft legislation.’ 

The Minister concluded by a tribute to the im- 
portant research work carried by the Netherlands 
Institute through its various committees and study 
meetings, work which was of great value for the 
economic life of the country and for the welfare of the 
people. 


The Profession after Sixty Years 


Mr J. Kraayenhof, a past-President of the Netherlands 
Institute, then gave an address on “The accountancy 
profession in the Netherlands after sixty years’, which 
we hope to reproduce in a later issue. 

On the question of legal recognition, Mr Kraayenhof 
said: 

‘Since statutory regulation cannot be accomplished 
without sacrifice for those who have reached the highest 
professional level, members of the Instituut have something 
at stake. During the long period in which the efforts to 
obtain legal regulation did not lead to results, the position 
of the Instituut has become of such a nature hat being a 
member has wellnigh become a sufficient hall-mark for 
those making use of the services of accountants to determine 
their choice. The Instituut recognizes the necessity of 
establishing order in this matter and for this reason it will 
gladly give its co-operation to a regulation to be made by 
the authorities, provided always that it does not impair the 
profession level reached, but stimulates a further develop- 
ment.’ 

The jubilee session closed with an expression of 
thanks to Mr Kraayenhof for his address. 

Many of the guests from abroad’ were entertained 
by members of the Netherlands Institute in private 
dinner parties. 

In the evening a concert to celebrate the diamond 
jubilee was given by the Rotterdam Philharmonic 
Orchestra under the direction of Eduard Flipse. In 
Beethoven’s ‘Fifth Piano Concerto’, the soloist was 
Cor de Groot and the concert included two symphonic 
poems, ‘Saul and David’, composed in 1906 by a Dutch 
composer, Johan Wagenaar, with a harp solo by 
Annemarie Bom, and ‘Pini di Roma’, by Respighi. 

On the Saturday, the President opened the proceed- 
ings by reading a cable of congratulations from the 
Canadian Institute and from members and assistants 
in Indonesia. 


Changes in Formation of Private Capital 


Dr H. M. Hirschfeld, a Dutch economist with a long 
experience in the Government of the Netherlands and 
as its adviser, then addressed the conference on the 
structural changes in the formation of private capital 
which he described as amongst the most important 
changes of this century. 


‘Side by side with the growing capital requirements in 
private enterprise goes an ever-increasing State intervention, 
directly or indirectly, in all economic relations. Until 1930 
practically no such intervention existed in the Netherlands; 
but within the period of one generation a sweeping change 
took place. Our economic policy is, however, still based on 
free enterprise in a free community, in which the Govern- 
ment, with due observance of democratic principles and 
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safeguards, acts in a regulating and ordering capacity, 
wherever necessary. If the fundamentals of freedom are to 
be respected — and there cannct be any doubt on thet point — 
the limits of State intervention in economic life should 
continuously be reconsidered and private enterprise should 
be both respected and stimuleted. 

‘In a country such as the Netherlands, there is little 
difference of opinion nowadavs on the question as to what 
responsibility rests on the Government with respect to 
public works; think, for instance, of the great task of pro- 
viding waterways, dykes, roads, etc. Equally important is 
that the Government’s gigantic task should not, in practice, 
result in the interests of private trade and industry being 
given second priority, whether intentionally or unintention- 
ally. For this risk actually exists, particularly in the financial 
field and so the question of private capital formation is 
affected. Since the beginning of the century a growing 
portion of the national income has been absorbed by the 
Government sector. This has taken place either by private 
savings which were invested in the ‘risk avoiding” sphere 
or, in certain periods, by taxation money which the 
Government used for capital expenditure. 

“The dynamic forces inherent in a sound economic life 
will in times of expanding economy lead to a sharp rise of 
internal savings within the industries, in consequence of 
which the distributions by limited companies, often also in 
view of the high rate of graduation of the tax burden, leave 
insufficient room for new savings eligible for investment 
elsewhere in the “risk taking” sector. 

“The forces which have been at work in this country, 
particularly after the Second World War, have no doubt 
brought into existence broad masses with greater purchas- 
ing power. The greater social security has partly been 
responsible for this. Moreover this has increased the chances 
of cyclical fluctuations being less violent than they were 
known to be between the two world wars. These favourable 
factors are offset, however, by the fact that the creation of 
private capital in such circles as feel most attracted to the 
“risk taking” sector, is most seriously affected. A flattening 
of the wealth and income pyramid is noticeable to an extent 
which could not have been imagined in former days. When 
subsequently the net income of the standard wealth groups 
is compared after deduction of the taxes in force in these 
periods, then it will appear that the net income from 
capital in the top groups has dropped to a minimal fraction, 
as a result of which the medium-sized estates, too, are 
endangered.’ 


During his address, Dr Hirschfeld quoted freely 
from Adam Smith and Liberal economists. 


Discussion 


In the debate which followed, Professor S. Korteweg, of 
Groningen University, referred to the apparent problem of 
the general shortage of risk capital which may at any 
moment become acute as industrialization spreads. 

Professor Smeets of the Catholic Economic College of 
Tilburg considered that through a faulty distribution of 
savings there was already a great shortage of risk-bearing 
capital particularly for the medium-sized business. The 
country needs an even balance between consumption, 
savings and investment. In tatal, the savings were sufficient, 
but there could be doubt as zo the proper division between 
Government and private saving and between savings for 
risk-bearing and other capital purposes. Owing to the 
difficulties of raising risk-bearing capital, undertakings 
wished to provide their own internal savings. 

Professor Brand, of the Economic College at Rotterdam, 
said that a free economy must take into account the thoughts 
and intentions of the Government which, from Dr Hirsch- 
feld’s speech, apparently included a return to freer and 
perhaps even nineteenth-century conditions. He could not 
find an actual shortage of savings, but as in America, the 
business community should do everything possible to 
interest the small man in risk-bearing investment. 

Professor Abram Meij, of Amsterdam City University, 
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and a member of the Netherlands Institute, pressed Dr 
Hirschfeld to express the principles on which a Government 
should decide whether or not to intervene. Since the war 
there had been no trade-cycle difficulties and this seemed to 
indicate good work by the Government. In the last ten years 
there had been a great deal of capital formation, but with 
the self-financing of industry there was a risk that there 
would be more capital for profit-making dompanies than 
for others. 

Dr Hirschfeld, in reply, said that the debaters were 
tempting him out of his tent. What were the proper 
boundaries of State intervention? In the past we have 
known mercantilism, liberalism, and socialism, and a 
universal definition was not possible. In his opinion 
Government intervention was not justified if it went beyond 
the point where the Minister could control it and the 
responsibility had to be delegated too far. 

In his opinion public utilities should remain in the public 
hands. Too much should not be read into his quotations 
from Adam Smith and the Liberal economists; but it was 
still true that the thoughts of Keynes were directed to the 
mistakes which were made after the First World War and 
were not for the present time. 


Jubilee Dinner 


In the evening, the Vice-President of the Netherlands 
Institute, Mr D. Kuijper, CZN., was in the chair at a 
dinner in the Festival Hall, attended by members of 
the Netherlands Institute and their ladies. Dr H. M. 
Hirschfeld, the representatives of other Dutch organ- 
izations and the accountants from other countries, with 
their ladies, were the guests. 

Sir Ian Bolton gave the toast of the Netherlands 
Institute and referred to many happy links between 
Holland and Scotland, the influence of the Dutch way 
of life through so many young Scotsmen attending the 
University of Leyden in the: fifteenth and sixteenth 
centuries, and possibly even the introduction of golf 
into Scotland. 

The toast of the guests was proposed in a delightful 
speech by Mr L. van Essen, LZN., a past-President of 
the Institute; and Mr Harold Stewart replied on behalf 
of the guests. Mr A. Goudeket then expressed elo- 
quently the thanks of the members to the President, 
Drs R. Besancon and Mrs Besancon, who had done 
so much and who, he suggested, had shone like 
diamonds in the jubilee setting. 

On the following day the accountants from other 
countries and their ladies were invited by individual 
members of the Netherlands Institute for a tour in their 
cars through South Holland with a stop to see the 
silverware at Schoonhoven, lunch at Vianen and an 
opportunity to see the Princess Beatrix locks which 
provide the connection between Amsterdam, the Lek 
and the Rhine. At dinner at Oud-Wassenaar Castle, 
when Drs A. Th. de Lange presided, Mr Donald V. 
House expressed the thanks of the guests for the 
delightful tour and made a presentation to Mr A. Th. E. 
Kastein and Mr H. C. Treffers, who had so well 
organized it. M Ferréol Bolo also spoke and at the end 
of the dinner Mr Douglas A. Clarke expressed in 
Dutch the thanks of the guests for so much hospitality 
received from their Dutch hosts and hostesses. 

The jubilee conference arrangements entrusted to 
a special committee with Mr H. Van Namen, Jr., 
Honorary Secretary, and Mr A. L. de Bruyne, Director, 
were carried through with efficiency and distinction 
and the guests will long remember the warm and 
friendly hospitality of the Netherlands Institute and 
its members. ° 
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NOTES AND NOTICES 


Personal 
Messrs RICHARD SHERATON & Co, Chartered 
Accountants,, of Quadrant Chambers, 4/5 North 
Street Quadrant, Brighton, 1, announce that their 
London office has been moved from 14 Harley Street, 
London, W1, and is now at 4 Tokenhouse Buildings, 
Moorgate, London, EC2. Telephone: Monarch 8704. 

Messrs Hunter, SMITH & KARLE, Chartered 
Accountants, of London, Trinidad and Caracas, 
Venezuela, announce that Mr Joun HAMPDEN 
WINTERBOTHAM, A.C.A., has been admitted to partner- 
ship in their Caracas office. The name of the firm will 
remain unchanged. 

Messrs Howarp SMITH, THompson & Co, Char- 
tered Accountants, announce the admission of Mr 
B. H. LARKINS, A.C.A., as a partner resident in 
Birmingham. Mr Larkins was articled with them and 
has been a member of their staff for a number of years. 

Messrs A. A. Coxon, A.S.A.A., and J. Davin BECK, 
F.S.A.A., announce that they have opened offices at 
44 Bradford Street, Walsall, Staffs, and have com- 
menced practice in partnership under the style of 
Coxon & Co, Incorporated Accountants. The prac- 
tice carried on by Mr Coxon from his address at 
8 Harpur Road, Walsall, will be merged in the above 
frm. Mr Beck continues to remain in practice in 
Birmingham as a partner in the firm of Mayor & Co, 
of 89, Cornwall Street. 


The Institute of Chartered Accountants 
in England and Wales 
75TH ANNIVERSARY BANQUET: PHOTOGRAPHS 


The Secretary of the Institute has asked us to state 
that forty of the photographs taken on the above 
occasion are now on view in the Members’ Room of 
the Institute. It is regretted that prints are not 
available for distribution to provincial centres. The 
photographs include the following: | 


'The Duke of Edinburgh being met by the President on 
Arrival. (Keystone, No. 639229.) 
*The Duke of Edinburgh and the President entering 
Guildhall. (The Times, No. 152582.) 
*The President presenting guests to His Royal Highness. 
(The Times, No. 152581.) 
*His Royfl Highness proposing the toast of the Institute. 
(G. O. Taylor, No. 26a.) 
*A general view of the company in Guildhall. (G. O. 
Taylor, No. 30A.) ae 
Other photographs include six taken from one of 
the galleries of Guildhall, opposite Table A, of 
various parts of the hall, showing guests and members 
awaiting the arrival of his Royal Highness, covering 
approximately the following (photographer: G. O. 
Taylor): 
Tables A 23-45 and 86-101; D, 8-22; E, 9-25; F, 10-24; 
and G, 17-23 (photo No. 32). 
Tableg A, 6-19 and 103-114; G, 9-16; 6; 7; 8, 1—11 and 
27-42; and 9, 1-5 and 34-42 (photo No. 33). 


* Reproduced in The Accountant of May 14th, 1955, on 
pages 547, 549, 551 and 553. j 


Tables À, 5~12; 6, 1-15; 7; 8; 9; and ro, 29-42 (photo 


o, 35). 
Tables A, 48-62 and 67-85; B, 9-27; C, 22—26; I; 2, 1-12 
and 20~28; and 3, 1~8 and 27~28 (photo No. 36). 
Tables A, 2~20 and 99-122; E, 2-12; F; G; 6; 7; 8; 9; ro; 
and distant view of gallery tables {photo No. 37). 
Tables A, 55-61; r; 2; 3; 4; and s, 1~10 (photo No. 38). 
Table A, 51-64 and 68-78 (photo No. 39). 
Photographs are available on direct application to 
the photographers. Remittances should be sent with 


order, giving number of the photograph concerned. 


Keystone Press Agency Ltd, Price 4s unmounted. 
Red Lion Court, 
Fleet Street, EC4. 
The Times, Price 3s unmounted; 
Photographic Sales Department, 4s 6d, including post- 
Printing House Square, EC4. age, mounted. 
G. O. Taylor, Price 7s 6d mounted. 
40 George Street, 
Richmond, Surrey. 


The prices shown are for photographs 8 x 6 inches. 
Other sizes are available from the photographers if 
required. 

The remaining photographs, not referred to above, 
are mainly of individual guests and members being 
received in the Art Gallery by the President. 


Chartered Accountants’ Lodge No. 3162 
At the installation meeting held at the Piccadilly 
Hotel, Regent Street, London, Wr, on May rith, 
W. Bro. Frederic Clive de Paula, T.D., was installed 


in the chair by W. Bro. W. Robinson, L.G.R. 

The officers appointed were: W. Bro. W. Robinson, 
L.G.R., IL.P.M., W. Bro. Š. T. Milner, S.W.; W. Bro. 
M. C. Rhodes, P.P.G.Std., Z.1W.; W. Bro. H. M. Hawthorne, 
L.G.R., P.M., Treasurer; V. W. Bro. Geoffrey Bostock, 
P.G.Treas., P.M., Secretary; W. Bro. D. Percy Jones, 
L.G.R., P.M., D.C.; W. Bro. Rodway Stephens, L.G.R., 
P.M., S.D.; Bro. J. K. White, SD: W. Bro. A. A. B. 
Yeatman, P.G.Std., P.M., Organist; Bro. L. J. Northcott, 
ZG: Bro. R. P. Matthews, Steward; W. Bro. R. H. 
Truelove, Tyler. 

Amongst those present were: V. W. Bro. H. A. R. J. 
Wilson, P.G.Treas., P.P.G.W.(Middx.); W. Bro. S. H 
Mearns, P.G.D.; W. Bro. A. J. Rowe, P.G.P.; W. Bro. 
F. G. Jenkins, L.G.R.; W. Bro. T. L. Butler, L.G.R.; 
W. Bro. J. C. Chaumeton, W.M. Incorporated Accountants’ 
Lodge: Bro. Christopher Bostock, Gd.Std.; W. Bro. J. F. 
Aitchison, P.G.Std.; W. Bro. G. W. Hunt. 


Seminar at Incorporated Accountants’ Hall 
A. seminar on the subject ‘Economic and accounting 


concepts of costs and their relevance to policy. 


decisions’ has been arranged to take place at Incor- 
porated Accountants’ Hall on June roth at 6 p.m. 
by Professor F. Sewell Bray, F.c.a., F.S.A.A., Stamp- 
Martin Professor of Accounting. Mr David Solomons, 
B.COM., A.C.A., Reader in Accounting in the Univer- 
sity of London and Professor-elect of Accounting, 
University of Bristol, will lead the discussion. 

Accountants and students wishing to aitend are 
asked to notify Mr T. W. South, at Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, London, WC2. 
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East Anglian Society of Chartered Accountants 


The report for 1954. of the Committee of the East 
Anglian Society of Chartered Accountants which was 
presented at the Society’s recent annual meeting in 
Norwich, records once more an active and successful 
year for the Society. 

During 1954 there was a small increase in member- 
ship which numbered 172 at the year-end, but the 
Committee still feels that there is an appreciable 
number of members of the Institute resident within 
the area of the Society who could give their support 
to its affairs by becoming members. The Committee 
has met regularly during the year and, as in the 
past, committee meetings have been held at different 
centres in the Society’s area. 

The annual dinner was held in March at The 
Samson and Hercules House, Norwich, and proved 
most successful. Mr James Blakey, F.c.a., then 
President of the Institute, attended with Mrs Blakey 
and replied to the toast of “The Institute’, and other 
speakers were the Lord Mayor of Norwich, The Lord 
Bishop of Norwich and the Lord Lieutenant of the 
County of Norwich. 

During 1954 the policy of holding quarterly 
meetings at different centres, preceded by an 
informal luncheon, was continued, meetings being 
held in Norwich, Cambridge and Ipswich. A week- 
end golf meeting took place at Brancaster in May 
when. the President of the Institute, Mr D. V. House, 
F.C.A., was the guest of the Society. 

The Students’ Society under the presidency of 
Mr H. Robinson, F.c.a., passed an active year and a 
number of meetings were held. Another successful 
tuition course of a week’s duration was arranged in 
Norwich in March and was felt by students to have 
been of great value. 

The officers of the Society for 1955-56 have been 
elected as follows: 

President: Mr A. S. H. Dicker, M.B.E., F.c.a. (Messrs 
Lovewell Blake & Co, 8 The Close, Norwich). 

Vice-President: Mr E. G. Cooper, A.c.a. (Messrs Jarrold 
& Sons Ltd, Norwich). 


- Hon. Secretary and Treasurer: Mr H. Robinson, F.C.A. 
(Elm House, 4 Elm Hill, Norwich). 


National Insurance 
PART-TIME EMPLOYMENT 


The National Insurance Advisory Committee is to 
review the classification. of persons engaged in part- 
time employment and the liability for contributions 
in respect of such employment. The Committee will 
consider representations on the question; these should 
be made in writirig before August roth, 1955, to the 
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“Secretary, National Insurance Advisory Committee, 
o John Adam Street, London, WC2. : 


EXCHANGE OF Mauve CARDS 

Five million mauve national insurance cards are now 
due to be exchanged for new cards. The Ministry of 
Pensions and National Insurance asks employers and 
others holding mauve cards to exchange them 
promptly at local pensions and national insurance 
offices between June 6th and 1rth. 


Agricultural Capital Allowances 

The Inland Revenue have issued a revised Form 
No. 460, containing notes on capital allowances for 
agricultural buildings etc. The new form follows the 
lines of the old one, but also deals with the invest- 
ment allowance and the extended provisions in the 
Finance Act, 1954, for the set-off of loss. Practising 
accountants will automatically be issued with copies 
through their local tax offices, where additional 
supplies can also be obtained. 


The Association of Certified and Corporate 
Accountants 
The annual conference of the Association will be 
held this year at The North British Hotel, Edinburgh, 
from September 3oth to October 4th. 
The conference will open with the President’s 
reception on Friday evening, September 30th, at the 


conference headquarters. There will be business , 


sessions on the Saturday, Monday and Tuesday, 
when papers of interest to accountants in practice 
as well as in commerce and industry will be read. 

The conference banquet and ball will be held at 
the Assembly Rooms, George Street, on Tuesday 
evening, October 4th. In addition, a number of other 
social events have been arranged, including a golf 
competition. 


Crossword for Whitsun: Solution 
The solution to the crossword problem by Mr B. W. 
Jones, B.com., published in last week’s issue, is as 
follows: 
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JOHN FOORD & COMPANY 
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Modified Capital Issue Control i Se 
In our leading article entitled as above in our issue , 
of April 16th, the word ‘unless’ in the penultimate - 


paragraph should have read ‘where’. The sentence 
as amended reads as follows: 


‘The prohibition in Article 4 (3) (c) on the exchange of 
new securities for issued redeemable securities now 
no longer applies where the new securities are either not 
redeemable at all or are redeemable not earlier than the 
old securities were.’ 


Marginal Age Relief 
In our leading article on the Finance Act, 1955, in 
our issue of May 2ist, 1955, the new fraction of 
excess income for the purpose of marginal relief was 
stated to be nine-twentieths. This should, of course, 
have read ‘three-fifths’. 

In the worked example which appeared in our 
second article last week, the old and new fractions 
were, unfortunately, transposed. The last three lines 
of the example should have read as follows: 


Add 1954-55 1955-56 

5 /8ths (£870— 3/sths (£870 — 
£6oo) .. 168 15 O £600) .. 162 0 o 
£252 7 0 £243 10 6 








Thus the change does not operate to increase net 
liability. 
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`. :SEVENTY-FIVE YEARS AGO 
‘From (he Accountant op JUNE 5TH, 1880 
Extract from leading article entitled 
PROFESSIONAL ETIQU2TTE 

A subscriber, in drawing our attention to a state- 
ment as to the mode of doing business adopted by a 
brother accountant in a recent case, suggests that the 
granting of a Charter of Incorporation may, and 
should, bring about an acknowledged code of pro- 
fessional etiquette in the ranks of the profession of 
accountants, properly so designated. It is beyond 
question that this is “a consummation devoutly to be 
wished;” but it should be borne in mind that, as 
etiquette is, in its highest sense, the result of obedience 
to a lex non scripta, this end will nt be attained so 
much by regulations and byelaws, as by the moral 
influence which members of a chartered body will 
gradually exercise amongst themselves. Laws and 
appeals to the Council will operate as restraining 
elements, and will effectually check anything like 
flagrant interprofessional malpractices, but a strict 
code of etiquette, such as our correspondent, and all’ 
well-wishers of the profession would like to see, must 
be a gradual growth, resulting from a sense of the 
public trust reposed in members as chartered ac- 
countants, coupled with the salutary effects of con- 
solidation and discipline. ... 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


At the annual general meeting, Mr L. G. Payne, 
Mr P. N. Morshead, B.a., and Mr J. M. G. Andrews 
were elected to the committee to fill the vacancies 
caused by the resignations of Messrs Pascoe, Bacon 
and Cutner. 

Mr J. M. Tildesley has been appointed by the 
Bedfordshire Branch to be their representative on the 
London Committee. The new committee held an 
informal meeting with the President, Vice-Presidents 
and other senior members of the Society on Friday, 
May 13th. 

‘Practical Aspect’ Course 
Cynics remarked that it was easy to see examinations 
were approaching, as a mammoth audience assembled 
in the Oak, Hall last month. In fairness, however, it 
must. be added that the lectures given were of a very 
high . andard indeed. 
Repairs 

The Students’ Room in Moorgate is to be redecorated 
during the week beginning June 13th. Members who 
wish to use the room about this time will be well 
advised to telephone the assistant secretary to learn 


whether it is available. The Society’s staff apologize 
in advance for any inconvenience this may cause. 


Renewals 


Members are reminded that subscriptions were due 
on April rst. Demand notes received may be taken, 
intact, to any branch of the National Provincial Bank. 
Diminution 

The annual general meeting proved less lively than 
many of its predecessors, Discussion on the account- 
ancy school — now almost an annual event — was ably 
continued by Mr Tropp and a motion was passed. 
asking among other things for the committee to 
‘assess student opinion on this subject’. The com- 
mittee will accordingly be circularizing members in 
the near future. 


Twenty-seven Eightieths of a Pound 


More than one articled clerk has been heard recently 
passing bitter comments on the Budget — not against 
the reliefs the Budget gave, but against the awkward 
fractions to which these reliefs will give rise. 
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ROYAL COMMISSION REPORT 


HE final report of the Royal Commission on the Taxation 

of Profits and Income was published on T'uesday as a Blue 

Book.1 Close on 500 pages in length, it comprises in one 
volume an informed and highly readable exposition of the anoma- 
lies and criticisms of the present system, not already dealt with in 
the two interim reports or in the reports of the two Tucker 
committees. 

We reproduce elsewhere in this issue the summary of the 
ninety recommendations made by the majority. The principal 
recommendations include: 

(i) a broadening of the field of allowable expenses, including 
the welcome abandonment of the ‘home savings’ principle; 

(ii) a greater measure of freedom in stock valuation methods; 

(iii) a flat rate of profits tax; 

(iv) the carry-forward of capital allowances against the general 

income of subsequent years; 

(v) further relief in respect of profits earned’ abroad; 

(vi) rejection of a capital gains tax. f 

On all these, as well as on some other points, there is a memor- 
andum of dissent by three members of the Commission who sign 
what is in effect a minority report. Annexed to this is a lengthy 
and highly interesting memorandum by the Board of Inland 
Revenue on the taxation of capital gains. 

Some members of the majority make reservations on certain 
of the conclusions in the report which they have signed, but on 
the whole there is a remarkable degree of unanimity, particularly 
in view of the highly complex problems involved. 

From the purely accountancy point of view perhaps the most 
interesting part of the report is the chapter on stock valuation in 
relation to the computation of profit. The Inland Revenue had 
argued in effect that the ‘first in, first out’ method was the only 
permissible one for the purpose of tax assessment. The majority 
consider, on the other hand, that it would not be advantageous for 
the tax system to impose a single prescribed method, whether 
FIFO or some other method. But no method would be acceptable 
unless 

(a) it is designed to secure that the cost assigned to items of 

stock represents a real figure, not arrived at by an arbitrary 
or fictitious process; and 

(b) it is calculated, if used consistently over a period of years, to 

` give a fair reflection of the profit of each year. 

Appendix II to the report contains the majority’s recommended 
scheme. It sets out several different permissible bases of valuation 


1Cmd. 9474, H.M.S.0O., 12s 6d per, 
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and deals with transitional problems where there ` 


are radical changes in the business. S 
The rejection of FIFO as the only permissible 
basis takes a good deal of the wind out of the sails 
of those who press for special relief for the in- 
flationary element in profits, and the Commission 
does in fact turn down that particular claim. 
The ‘simple business records’, which the 
Commission would oblige traders to keep, con- 
sist of a record of receipts, of outgoings, of 


‘opening and closing stock, and of outstanding 


debtors and creditors. No indication is given of 
the precise sanction which would be applied for 
failure to keep these records. The Commission 
aré not in favour of imposing a general obligation 
to produce accounts in support of a tax return. 
Apparently about 15 per cent of those taxpayers 
who earn profits do not submit accounts. 

We shall deal in greater detail with the report 
in subsequent issues. 


SUMMARY OF RECOMMENDATIONS 


We reproduce below the summary of the principal recommendations from the 
majority report. 


Savings 
(1) Superannuation relief should be continued and 
extended on the lines recommended in Chapters 4, 6 
and 7 of the second Tucker Committee’s report, but 
subject to a restriction in the amount of the lump-sum 
benefit taken in tax-free form (paras. 71—75). 


Capital Gains 
` (2) In order to promote consistency in the imposition 
of liability on profits from isolated transactions in the 
nature of trade all appeals in this field should be heard 
by the Special Commissioners (paragraph 117). 


Expenses 


(3) The Schedule D rule governing deductible 
expenses should be declared by statute not to involve 
the test propounded by Lord Davey in Strong & Co 
of Romsey Lid v. Woodifield (paragraph 128). 

(4) The Schedule E rule governing deductible 
expenses should be amended to permit the allowance 
of expenditure ‘reasonably incurred for the appropriate 
performance’ of the duties of the office or employment 
(paragraph 140). 

Covenants 

(s) Covenants for the purpose of discretionary 
trusts should be rendered ineffective for tax purposes 
(paragraph 157). 

(6) The maker of a covenant in favour of a child, 
grandchild or other member of his family should be 
required to produce each year formal declarations by 
himself and the beneficiary as to the absence of any 
agreement*or understanding for the return, direct or 
indirect, of any part of the benefit (paragraph 161). 


Charities and Charitable Subscriptions 


(7) A more restrictive definition of charity for tax 
purposes should be enacted (paragraph 175). 


Fluctuating Incomes 


(8) To mitigate the hardship that progressive taxa- 
tion causes where incomes accrue with marked irregu- 
larity, a fall in total income from one year to the next 
of at least 50 per cent should entitle the recipient to 
relief by averaging (paragraph 203). 

(9) Consequentially, the special provisions for the 
spreading of certain receipts from the sale of literary, 
etc., copyright should be repealed (paragraph 207). 


Personal Expenses: Benefits in Kind 


(10) The scope of the special legislation dating from 
1948 which regulates the tax treatment of benefits in 
kind and payments to reimburse expenses when 
received by a company director or by an employee 
with remuneration of £2,000 or more should be modi- 
fied as follows: 

(a) The legislation should apply to any person, 
whether director or employee, with ramunera- 
tion of £2,000 or more, but not to z director 
with remuneration below thar figure unless he is 
a controlling director of a director-controlled 
company (paragraphs 218, 228). 

(b) Directors or employees of charitable bodies or 
non-trading concerns and employees of educa- 
tional establishments or local authorities should 
cease to be excluded (paragraphs 221, 228). 

(11) A director should be entitled to the same exemp- 
tion as an employee in respect of living accommoda- 
tion which is customarily or necessarily provided on 
the business premises and which he is required to 
occupy for the proper performance of his duties 
(paragraph 219 (2)). 

(12) The Inland Revenue should abandon its attempt 
to take so-called ‘home savings’ into account under the 
special legislation (paragraph 232). 

(13) The special relief for additional travelling costs 
occasioned by war circumstances should be terminated 
(paragraph 237). 

(14) Where a taxpayer follows two or more separate 
callings relief should be given for the cost of travelling 
between his principal place of work and any place 
where a subsidiary calling is exercised (paragraph 241). 


Compensation for Loss of Office 


(15) Payments of compensation fer loss of office (not 
being payments for physical injury or impairment of 
earning power suffered during service) should be 
taxable (paragraph 246). Liability should be deter- 
mined according to a modification of the formula 
proposed by the second Tucker Committee for purely 
ex gratia retirement benefits in lump-sum ferm, and 
the modified formula should be applied also to the 
latter benefits (paragraph 252). 


Post-cessation Receipts 


(16) Post-cessation receipts which now escape tax 
by accruing after a trade or profession has come to an 
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end should be rendered taxable, but only when the 
recommendations summarized at (1) and (8) above have 
been implemented (paragraph 262). The method of 
charging such receipts should take due account of 
expenses of collection and unrelieved losses in the 
trade or profession (paragraph 264). 

(17) The treatment of recoveries on account of trade 
etc. debts previously regarded as bad or doubtful 
should be rationalized in order to ensure that tax 
shall be recoverable on any excess allowance for those 
debts (paragraph 265). 


Overseas Income of Individuals 


(18) Legislation should be passed which would as 
far as is practicable codify, with certain amendments, 
the working rules by which a person’s residence and 
ordinary residence are determined. In particular: 

(a) the maintenance of a place of abode in the 
United Kingdom should cease to be of decisive 
importance in determining residence; 

(b) the test of residence in the case of the ordinary 
resident should be put on a precise time basis 
(paragraphs 293-295). 

(19) The benefit of the remittance basis for overseas 
income should be made available to any aliens who, 
though domiciled in the United Kingdom, are not 
ordinarily resident here (paragraph 296). 

(20) Clearer and more rational rules should be 
adopted to determine whether income from employ- 
ment arises from a source in the United Kingdom or 
from a ‘foreign possession’. 

(a) If all the duties are performed overseas the em- 
ployment should be a foreign possession (para- 
graph 300). 

(b) If the duties lie whally in the United Kingdom 
the employment should be a United Kingdom 
source of income (paragraph 300). 

(e) Incidental duties carried out in a country other 
than that in which an employee is stationed 
should be ignored for this purpose, but an 
employment with ‘mixed’ duties should be 
apportioned (paragraphs 300, 305). 

These rules would supersede the rule which now treats 
a directorship in a United Kingdom company as a 
source of United Kingdom income even though the 
duties lie overseas, but are without prejudice to the 
existing special rules as to Crown servants (para- 


graphs 302, 307). 
Depreciation and Wasting Assets 


(21) Capital allowances should be given for com- 
mercial buildings (paragraph 382). 

(22) Surpluses realized on the sale of assets qualifying 
for capital allowances should be subject to tax, except 
in the case of ships built before 1946 or agricultural 
buildings and works (paragraphs 391-393). 

(23) Cutting and tunnelling work in connection 
with an industrial building or structure should qualify 
for annual and balancing allowances (paragraph 4oo). 

(24) Recurring payments for business purposes for 
the hire or use of an asset should be deductible in 
computing the payet’s profits and taxable income of 
the recipient (paragraph 404). 


Mining Concerns 


(25) A depletion allowance should be granted for 
the cost of acquiring, after an appointed day, mineral 
. rights or areas in the United Kingdom: This should 


` 
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cover the cost of acquisition less any residual value at 
the close of working (paragraph 445). 

(26) The existing depletion allowance for overseas 
minerals should be brought into line by the removal of 
the present lmitation by reference to the cost to the 
first United Kingdom purchaser (paragraph 445). 

(27) As recommended by the first Tucker Com- 
mittee: 

(a) When an overseas mine or mining concession 
comes to an end a balancing allowance should 
be available for the cost of land forming the site 
of works etc. or sports grounds nearby (para- 
graph 446). 

(b) Capital allowances should be granted for the 
cost of offices at overseas mines: these and the 
present allowances in respect of workers’ dwell- 
ings should be calculated by the ‘output’ 
formula (paragraph 447). 


Stock and the Computation of Profits 


(28) Since no single method of stock valuation 
should be imposed a trader should be permitted to 
adopt any proper method that is suited to his business, 
subject to safeguards relating to the effect of a change 
from one method to another (paragraphs 472—473). 


Relief for Losses 


(29) A loss in farming or market gardening should 
not rank for set-off against the taxpayer’s general 
income unless the activities giving rise to the loss are 
genuinely carried on on a commercial basis (para- 
graph 494). 

(30) Unexhausted capital allowances and invest- 
ment allowances should be capable of set-off against 
general income for any future year (paragraph 506). 

(31) A change is desirable in the system of allocating 
partnership income: a partner with a deficit should 
have the full amount recognized as a loss while the full 
amount of any surplus accruing to another partner 
should be regarded as taxable income (paragraph 510). 

(32) Partnership charges in excess of partnership 
income should be regarded as franked to the extent 
that, on apportionment between partners according to 
their i interests, they would be covered by taxed personal 
income (paragraph 513). 

(33) Statutory relief should be available for losses on 
sporting rights maintained for letting (paragraph 517). 


Profits Tax 


(34) It being necessary that company profits should 
continue to be subject to taxation that is more than a 
mere attempt to collect personal income tax4¢n advance, 
this necessity should be met by simplifying the existing 
profits tax so as to make it a flat-rate tax on total 
profits (paragraph 553). 

(35) When profits tax is so recast the exemption and 
abatement reliefs should be dropped (paragraph 557). 


Profits Tax: Special Classes of Corporation 


(36) In principle nationalized undertakings should 
be taxed on the same basis as other concerns (para- 
graph 567). 

(37) The profits and distributions of public utility 
undertakings should be taxed like those of other 
trading entities (paragraph 5609). 

(38) Under the flat-rate profits tax industrial and 
provident societies should be taxed only on the retained 
balance of profits (paragraph 573). 
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(39) Only the retained balance of building societies’ 
profits should be charged — at the undistributed rate, 
pending the introduction of the flat-rate form of the 
tax (paragraph 577). 

Mutual Trading 


(40) No surplus derived by a corporation from trading 
operations should be exempt from taxation under 
Case I of Schedule D on the ground of mutuality 
(paragraph 593). 


Claims for Relief by Certain Bodies 
or Business Ventures 


(41) The B.B.C. should be exempt from income tax 
and profits tax on the ‘trading profits’ of its main 
activities; but it should be liable to both taxes in respect 
of its subsidiary sources of income (paragraph 601). 


Overseas Profits 


(42) A scheme should be introduced for recognizing 
a special category of overseas trading concerns to be 
styled ‘overseas trade corporations’, the profits of which 
would be exempted from tax so long as they were un- 
distributed. This category should be defined so as not 
to preclude the exercise of central management and 
control within the United Kingdom but should in 
other respects be strictly limited with regard to any 
internal activities (paragraph 689). - 


Double Taxation Relief 


(43) The rule that in order to rank for double 
taxation relief an overseas tax must correspond to 
United Kingdom income or profits tax should be 
maintained, but the limitations automatically excluding 
from consideration irrespective of their nature (a) 
provincial, cantonal, etc., taxes in a non-Common- 
wealth territory, (b) municipal taxes, should be abolished 
(paragraphs 699, 701). 

(44) The relief for ‘indirect tax’ (i.e. tax borne by 
an overseas company on profits out of which a dividend 
is paid} now given in the case of Commonwealth 
territories and, under bilateral agreements, certain 
other countries should be available for all such tax on 
proof of the relevant facts (paragraph 708). 

(45) Where a shareholder resident in the United 
Kingdom receives a dividend from a company resident 
in another country relief to the shareholder in respect 
of tax imposed in a third country on profits or income 
accruing to the company in that third country should, 
like the relief for ‘indirect tax’ mentioned at (44) 
above, be generally available (paragraph 766). 


Basis of Assessment under Schedule D 


(46) Schedule D tax should be assessed on a current 
year basis? 
(a) under Cases I and II, for companies only (para- 
graph 776); 
(b) under Cases IV and V, for all taxpayers (para- 
graph 789). 


Capitalization and ‘Capital’ Profits 


(47) Profits capitalized in the form of debentures 
or debenture stock should be included in income for 
surtax purposes unless received by trustees as part of 
the capital of settled property (paragraph 800). 

(48) Special dividends paid by a company out of 
capital profits not themselves chargeable in the hands 
of the company should be regarded as taxable income 
of the shareholders (paragraph 808). 
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Income from Property: Schedule A 

(49) Schedule A assessments should be capable of 
annual revision, thus obviating the need for many of 
the separate ‘excess rent’ assessments required under 
existing law (paragraph 838). 

(50) Gross annual value under Schedule A should 
be determined by the rent paid by the occupier 
(adjusted as appropriate), or the gross annual value for 
rating purposes, whichever is the higher (paragraph 844). 

(51) The scale of statutory deductions for repairs 
should be reviewed after the next revaluation (para- 
graph 875). 

(52) Legislation is required to secure in certain 
special cases that the benefit of the statutory deduction 
shall be enjoyed by the person in fact liable for the 
repairs (paragraph 876). 

(53) For the purposes of maintenance relief: 

(a) Land and houses should be taken together 

(paragraph 88o). 

(b) A claim should, in principle, be open to any 
person who both incurs the cost of maintenance 
(or part of it) and ultimately bears some of the 
Schedule A tax (paragraphs 882, 886). 

(c) An alternative basis of claim should be laid 
down by statute for the new owner of a property 
(paragraph 888). 

(d) Capital expenditure on farm-houses and farm 
buildings etc. should be altogether excluded 
(paragraph 892). 

(54) It should be made clear that void relief extends 

to other buildings as well as houses (paragraph goo). 

(55) Relief for lost rent should be authorized by 
statute in Great Britain as it now is in Northern 
Ireland (paragraph gor). ` 

(56) A tenant-occupier’s right to recover Schedule 
A tax from his landlord should be strengthened 
(paragraph 909), and the rules as to the collection of 
Schedule A tax should be reviewed with a view ‘to 
ensuring that changes of occupation shall not have the 
result of leaving the tax to be borne by the wrong 
person (paragraph 914). 

(57) Steps should be taken to clarify the law as to 
the person liable for payment of the Schedule A tax in 
cases where a substantial premium has been paid for a 
tenancy of a flat (paragraph 915). 

(58) The annual value of a Church of England 
parsonage house should cease to be attributed to the 
incumbent as income, and the provision which dis- 
qualifies a charitable body from claiming exemption 
under Schedule A when a trust property is in the 
occupation of an officer or servant with a total income 
of £150 or more should be repealed (paragraph 922). 


Income from Property: Schedule B 
(59) Schedule B should be abolished (paragraph 926). 


Administration 

(60) Responsibility for making assessments should 
be transferred from the appeal Commissioners to the 
Inland Revenue Department (paragraph 943). The 
Schedule D taxpayer’s right to be assessed, not locally, 
but by the Special Commissioners would be abolished 
(paragraph 948). 

(61) Appeal Commissioners should also be relieved 
of their nominal responsibility for minor executive 
functions (paragraphs 950-951), 

(62) Surtax administration might well be decentral- 
ized if this appeared administratively advantageous; 


there is no need to preserve the existing option under . 
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which a taxpayer can make a return of total income, 
not to his local tax office, but only to the headquarters 
office concerned with surtax (paragraphs 945-946). 

(63) A more general wording should be adopted for 
the declarations of secrecy made by those engaged in 
tax administration (paragraphs 949, 953). 

(64) The Board should cease to be ex officio Special 

Commissioners (paragraph 954). 
. (65) The Board of Referees should no longer 
re-hear appeals relating to surtax on the income of 
close corporations; an appeal to that body should be an 
alternative to the existing appeal to the Special Com- 
missioners (paragraph 957). 

(66) The property qualification for General Com- 
missioners should be abolished (paragraph 960). 

(67) Appointment and removal of General Commis- 
sioners in England and Wales should be entrusted to 
the Lord Chancellor (paragraph 962). 

(68) A retired Inspector of Taxes should not be 
appointed as Clerk to the General Commissioners for 
an area where he has served as Inspector at any time 
in the preceding ten years (paragraph 969). 

(69) For the purpose of requiring appeal Commis- 
sioners to state a case for the opinion of a High Court 
it should no longer be necessary to express dissatisfac- 
tion immediately after their determination of an appeal 
(paragraph 970). 

(70) The disputed claims now subject to the affidavit 
procedure should be determined after an oral hearing 
in the ordinary way (paragraph 971). 

(71) The Board should have power to amend pro- 
cedural provisions of the tax code by statutory instru- 
ment (paragraph 976). 

(72) A right of deduction of tax should be valid as 
against a Government department or official body 
enjoying Crown privilege {paragraph 993). 

(73) It should be obligatory to supply a certificate 
of deduction of tax if the recipient of the payment asks 
for one (paragraph 996). 

(74) Where a right of deduction of tax has been 
overlooked at the proper time the maker of the pay- 
ment in question should have a legal right of recourse 
against the recipient (paragraph 997); and an analogous 
right should be conferred on an employer who fails 
to deduct the full amount of the tax due from an 
employee under P.A.Y.E. (paragraph 998). 

(75) A uniform period of 30 days should be adopted 
for all time limits now less than 30 days (paragraphs 
1006-1007). 

(76) There should be a comprehensive recasting of 
the longer time limits. Prima facie six years should be 
allowed; but in special cases a shorter period of two years 
would be appropriate (paragraph 1012). 


Tax Avoidance 


(77) An expert body skould be set up to examine 
whether any of the detailed provisions against tax 
avoidance are drawn too widely and whether they 
could be expressed with greater brevity and precision 
(paragraph 1029). 

(78) Concurrently with the simplification of the 
profits tax — (34) and (35) above — the related anti- 
avoidance provisions should be cut down in number 
{paragraph 1033). 

(79) The income chargeable to surtax under the 
legislation relating to clase corporations should, in 
the case of a close corporation which is not an invest- 
. ment company, be that part only of the corporation’s 
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undistributed income which it would have been reason- 
able to distribute (paragraph 1038). 

(80) An appropriate deduction in respect of estate 
duty should be made when income accruing before the 
death of a testator is attributed for surtax purposes 
to the residuary legatee (paragraph 1044). 

(81) The section which prohibits ‘company emigra- 
tion’ without Treasury consent might well be made 
subject to annual re-enactment so as to mark its 
character as an emergency provision which should be 
abrogated when the emergency that brought it into 
existence has receded (paragraphs 1046-1047). 


Tax Evasion 

(82) Every person carrying on a trade, profession or 
vocation should be under an obligation to keep certain 
simple business records unless a dispensation is given 
by the local Inspector (paragraphs 1052, 1054). 

(83) Where a taxpayer supplies business accounts to 
support a formal return or in lieu of one: 

(a) the accounts themselves should rank as a return 
for assessment and penalty purposes (paragraph 
1057); and 

(b) he should be required to give a personal certifi- 
cate as to the completeness of the underlying 
records (paragraphs 1058~1059). 

(84) A wife should be required to sign her husband’s 
return for the purpose of verifying statements therein 
as to the amount of her income (paragraph 1060). 

(85) The Board’s existing power to require a tax- 
payer to produce business records for inspection 
should be extended to cover records of his own or his 
wife’s private affairs. Where the taxpayer is a private 
company the power should extend to any document 
relating to its affairs in the possession or power of any 
director (paragraph 1062). 

(86) The Inland Revenue should have statutory 
power to call for returns of fees paid by traders (and 
other persons regularly making such payments) for 
artistic etc. services (paragraph 1066). 

(87) An expert committee should review the pro- 
visions imposing penalties for tax offences and should 
recommend measures which remove confusion and 
overlapping and bring them up to date (paragraph 
1070 (1)). 

(88) Actions to recover tax penalties should survive 
the death of the alleged offender in Scotland and 
Northern Ireland as they now do in England and 
Wales (paragraph 1071 (1)). 

(89) Back duty assessments should be capable 
of being made on the personal representatives of a de- 
ceased taxpayer to cover six years back from the date 
of death (and not merely six years from the date of 
making the assessments) so long as they are made 
within three years after the year in which death 
occurs (paragraph 1071 (2)). 


Codification 

(oo) If any substantial change in a particular branch 
of tax law is projected the opportunity should, if 
possible, be taken of codifying the surviving parts of 
the old law. For the future there should be a regular 
consolidation every ten years, beginning with 1962; 
but attention should be given to evolving a system 
which would allow additions to be incorporated in the 
consolidating statute without altering the numbering 
of the basic sections. Attempts should be made to 
introduce greater clarity and concision into the drafting 
of income tax Regislation (paragraph 1089). 
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The Institute of Cost and Works Accountants 


Mr George Nicholson, F.c.w.a., was elected President 
of The Institute of Cost and Works Accountants at 

the Institute’s 
annual general 
meeting in London 
last Saturday. 

Mr Nicholson, 
who is 53, is secre- 
tary of Blythe 
Colour Works Ltd 
of Stoke-on-Trent, 
a position which he 
has held since 1946. 
Prior to this he was 
secretary of a firm 
of manufacturing 
chemists in Derby. 
He also has experi- 
ence of the shipping and the iron and steel industries. 

Admitted an Associate of the Institute in 1926, he 
was elected a Fellow in 1940. He is a member of the 
Executive Committee of the Council of the Institute, 
and chairman of the Finance Committee. 

The Vice-Presidents are Mr Ian T. Morrow, C.A., 
F.C.W.A., deputy managing director of The Brush 
Group, who was re-elected for a second year of office, 
and Mr H. J. Furness, F.c.w.a., chief cost accountant 
of Hoover Ltd. 

We hope to include a report of the Institute’s 
twenty-sixth national cost conference, of which the 
annual general meeting formed a part, in our next 
issue, 





Steel Board’s First Report 


Of particular interest to accountants in the first 
annual report of the Iron and Steel Board, pub- 
lished recently,} are the principles which the Board 
has worked out in fixing prices. The Board inherited 
from the nationalized industry the power to determine 
maximum prices as part of its general supervision of 
the industry. 

Beginning with costs of production, the Board has 
fixed its cqncept of a reasonable level of operating 
costs at somewhere between the lowest and the 
highest in. the industry. Special circumstances have 
had to be taken into account in the steel strip industry, 
where the old hand-operated mills are still necessary 
in order to maximize production. Apart from this 
case, however, the Board has avoided the highest and 
the lowest. As a result, its basis cannot be very far 
removed from the ‘average’. Profit margins have 
been fixed on the basis of the capital employed in 
each steel company and not on issued capital. Allow- 
ances for depreciation have been based on Inland 
Revenue percentages, but to these have been added 


1 Annual Report for the period July 13th, 1953, to December 
31st, 1954. H.M.S.O. 1s 3d net. . 


an allowance for obsolescence which could be given a 
very wide interpretation. 

Granted the need to fix prices at all (and that case 
becomes increasingly plausible as capital per worker 
increases and the dangers of cut-throat competition 
in bad times grow), the Board has shown a reasonable 
and workmanlike attitude to its task. The Board has 
also gone on record that it hopes to pursue a policy 
of non-subsidization of home by export prices and 
vice versa. 


Industrial Output in April 


Whatever clouds may be hanging over industrial 
production at the beginning of June, it is apparent 
that industrial output has been advancing rapidly 
until the rail strike broke out. Over the four months 
January to April, output in industry as a whole went 
up by 6 per cent compared with the same period a 
year ago. 

Trends within the total index as put out by the 
Central Statistical Office have not been uniform, 
however. Manufacturing industry actually advanced 
by 7-7 per cent in the first quarter of this year, but 
mining continued to act as a drag ~ coal-mining being 
the main source of disappointment. Some other 
industries have failed to show much resilience of 
recent months. Two of them are particularly unex- 
pected. These are civil engineering and building 
materials, both of which have shown a slight down- 
ward trend of late. The latest figures for certain 
industries are not yet available for April, but when 
they are it is to be expected that textiles will also 
have shown hesitancy. Certainly, the reports coming 
from Lancashire for some time have been anything 
but reassuring. 

The main increases have therefore been recorded 
by the metal industries and chemicals, while many 
types of consumer goods (notably those not liable to 
react quickly to changes in the terms of hire-purchase 
contracts) have also been doing well. And so, like 
all industrial booms, the recent one has had its less 
satisfactory patches. 


The General Election 


In our last issue we gave the names of those members 
of the profession who were elected to Parliament in 
the recent General Election and the state of the parties 
was shown as totalling 628. This did not, however, 
include the last two Scottish results, namely, Argyll, 
and Orkney and Zetland, where the former members, 
one Conservative and one Liberal, were returned. 
The final state of the parties is therefore: 





Conservatives sé SCENE 324 
Associates .. Se ex ge 2I 
Labour Së dë Se ba 277 
Liberal Sek e ge Se 6 
Sinn Fein .. i = in 2 

Total = SS ge 630 


—— 
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FINANCE AND COMMERCE 


The stock-markets show a remarkable resilience. 
Strike troubles have not resulted in any real selling 
pressure and any temporary setback from high prices 
immediately brings in fresh support. A growing 
factor in the equity sections is the strength of 
United States and Canadian buying. 


I.C.I. Obsolescence 


We give this week the consolidated accounts of 
Imperial Chemical Industries Ltd, whose name has 
been so well publicized during the election as a pros- 
pective candidate for nationalization. It is only a 
partial reprint. The notes on the accounts alone cover 
. More space than some company reports. But the 
reprint will give an idea of the size of the undertaking. 

The review of operations this year again empha- 
sizes the obsolescence of plant as distinct from normal 
depreciation, a matter in which the directors of I.C.I. 
have taken a leading part. Reference is made to the 
group depreciation provision of {16,617,557 com- 
pared with £11,551,012, the total provision for the 
year having necessarily been increased as new plants 
were brought into commission and new subsidiaries 
brought into account. 

In addition, however, the [.C.I. divisions made a 
review of the estimated economic working lives of all 
- operating units in the United Kingdom. “The fruits 
of research and continued technological improve- 
ments, both inside and outside the company, are such 
that many plants may need. to be replaced or modern- 
ized in the future whilst still physically capable of 
production.’ 

Accordingly, the review continues, the estimates of 
working lives of many of the producing units, par- 
ticularly those in the newer and rapidly changing 
fields of chemistry, have been reduced and the annual 
provisions for depreciation correspondingly increased. 


D 


United Biscuits 


The accounting mechanics of the United Biscuits Ltd 
. capitalization scheme are interesting. This company’s 
practice since its formation to bring together 
. Macfarlane Lang and McVitie & Price, has been to 
leave the bulk of the undistributed profits in the hands 
of the subsidiaries. The subsidiaries now pay special 
dividends totalling {1 million net which are credited 
to capital reserves in the company’s accounts. To 
bring the subsidiaries’ capital more into line with their 
assets employed, the million goes back to them in new 
share capital. And then, from its capital reserves, the 
parent issues one million new {1 ordinary shares 
credited as fully paid, on a one for two basis. 

The modern mechanics of biscuit making are also 
interesting, and Mr P. G. Macdonald, the United 
Biscuits’ chairman, gives a vivid impression of the 
latest technical developments. ‘The flour, previously 
brought from the mills in 140-lb. bags, now arrives 


in 15-ton bulk-delivery vehicles. A flexible pipe from ` 


the lorry couples up to the factory intake pipe and in 
an hour, the 15 tons are blown up sixty feet to one of 
eight storage bins, each holding 35 tofs, under the 
power supplied by the lorry’s own motor. 


Pneumatic System 


From the main storage bins, the flour is conveyed 
pneumatically through a weighing scale into the dough 
mixer where it meets the other ingredients. These 
include fats which have been pumped into the factory 
from a 12-ton bulk vehicle and which, after blending, 
are finally pumped direct into the dough mixer by 
means of an electronic device which eliminates the 
chance of human error. 

Syrup arrives in 9-ton bulk loads and is pumped to 
storage tanks from which it goes through a similar 
electronic device into the mixer. Bulk-delivery sugar 
goes by elevator to a 50-ton hopper from which it 
passes pneumatically to the mixer. The dough, when 
mixed, is tipped directly from the mixer into a hopper 
from which it is conveyed through rollers to the 
biscuit-cutting machine, again untouched by hand. 

This United Biscuits factory is believed to be the 
first in Europe to use a pneumatic system from intake 


‘to mixer so far as flour and sugar are concerned. 


Who Pays? 


The price of tea and the extent to which it is affected 
by the export duties of the producing countries have 
been very much in the news. The matter came into 
prominence when Sir John Kotelawala, the Prime 
Minister of Ceylon, castigated the London tea market 
for prices which, he claimed, were unwarranted. 
Buyers replied that he had ignored the Ceylon tea 
export duty as a factor in the price. 

Now we have Mr R. W. B. Dunlop, the chairman 
of Walter Duncan & Goodricke Ltd, a company 
which acts as managing agents to a number of tea- 
producing companies, maintaining in effect that the 
export duty, in this case Pakistan, is not a price factor. 

He recalls how the Pakistan Government sus- 
pended the duty on tea when the industry was in 
difficulties and reimposed it in its latest budget ‘at 
the relatively reasonable figure of 3 annas 2 not quite 
5d — per lb.’. There is much confusion of thought, he 
says, on the question of whether these export duties 
fall on producer or consumer. His verdict is that they 
fall squarely on the producer who, selling his teas as 
he does at public auction, is powerless to dictate the 
price and cannot pass on to the buyer such additions 
to his costs. 

Money Market 
Bidding at £99 os 3d on June 3rd the market forced 
the highest Treasury bill rate since 1932. The average 
rate was £3 18s 11-80d per cent applications totalling 
£370,530,000. This week’s offer is £250 million against 
maturities of £270 million. The market’s reduced 
bid is equivalent’ to a rate of £3 19s 2°6d per cent. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘The Inspector of Taxes Interrogates: 
The Reluctant Informant’ 


SIR, — I refer to the article “The Inspector of Taxes 
interrogates — the reluctant informant’, by Mr Wilfred 
Tullett, F.s.a.a., on page 370 of your issue of April 
and, 1955. š 

I have had discussions with my local Inspector of 
Taxes regarding the special arrangement with the 
Inland Revenue Department concerning single 
premiums under the insurance guarantee scheme for 
purchase of property with the aid of a building society. 

He tells me there is no such concession, and I shall 


be glad if you could quote for me chapter and verse. . 


Yours faithfully, 
W. J. JACKSON, 
Treasurer and Accountant, 
CRAYFORD URBAN Districr COUNCIL. 
Crayford, Kent. 


[Mr Tullett writes: I thank your correspondent for his 
comment. However, some of the life offices are now 
modifying their policies to bring them within the range 
of the tax allowance, and the arrangement is therefore 
a building society/life office one.] 


‘A Personal Taxation Statement’ 


Sir, — Nobody could disapprove of the plea made by 
Mr G. N. Hunter in your issue of June 4th, 1955, for 
greater clarity in personal statements prepared for 
taxpayers. Unfortunately, tax itself is so complicated 
that, except in the simplest circumstances, taxpayers 
generally would themselves be obliged to ‘attend the 
student lectures to which Mr Hunter refers if they 
were to receive any sort of real enlightenment. 

I append some of the points in the statement 
reproduced which might trouble ‘Mr ‘Taxpayer’, and 
indeed many students, if they were of an inquiring 
turn of mind. 


(1) Why was Mr ‘Taxpayer’s code number 148, 
corresponding to a maximum allowance of £567? 
This figure seems to relate to the personal and 
children’s allowances of £550 plus seven-ninths 
of the National Insurance contributions of £19, 
but, as Mr Taxpayer has unearned income, the 
latter relief should not have been restricted. 

(2) The free pay for Code 148 is £729, i.e. the 
allowances of £567 increased by two~-sevenths 
thereof. Fortunately, Mr Taxpayers coding 
does not include as well an adjustment for 
‘excess earned income relief’, otherwise he 
would have been faced with two adjustments 
requiring a certain mathematical ability for 
complete understanding. 

(3) According to Section 1 of the Statement, 
Schedule D assessments arise on the investment 
income of both Mr and Mrs Taxpayer, but in 
Section 3 no tax is paid on this source of income. 

(4) Section 3 is perfectly completed by the insertion 


of a Schedule E repayment claim of £42 ros 3d, 
but the exact composition of this figure might 
well puzzle anybody studying the statement. It 
seems to me that an illuminating way of expressing 
it might be as follows: 


Due to Mr Taxpayer: £ s d 
L.A.R. omitted from coding:£80 
at gs 36 o o 
E.I. R: two-ninths of Las (fees 
coded at S.R.) . Io O O 
Interest paid less received: £37 ss 
at 9s 1615 3 
Error in coding as ‘above: Ce at gs 18 o 
Excess fraction of E.I.R.: four- 
ninths of gs a Si i 4 0 
63 17 3 
Due by Mr Taxpayer: 
Seven-ninths of- {60 
(F.A.) at gs £21 o o 
Understatement in 
Table B of P.A.Y.E. 7 o 
I 21 7 O 


£42 ro 3 


Yours faithfully, 


London, EC3. GEORGE LEWIS. 


Town and Country Planning Act, 1954 


Sir, — A point of some interest arises in connection 
with future payments of unexpended balances of 
development value. These unexpended balances 
contain an increment of one-seventh on the original 
Part VI claim. It is understood that this increment 
is, in normal circumstances, treated as capital, and 
has been calculated so as to represent a given number 
of years’ interest less income tax at the standard rate. 
In normal circumstances no hardship is caused by 
this increment being treated as capital. 

In certain circumstances, however, considerable 
hardship may be caused. If unexpended balances are 
received by a company or an individual, taxed as a 
dealer in land then it appears to me that this increment 
may in effect suffer tax twice over. The increment, to 
begin with being calculated on the basis of a given 
number of years’ interest less tax, has in this way 
notionally suffered tax. If in the hands of a property 
dealer the increment is treated as a trading receipt on 
the disposal of a portion of the stock-in-trade of the 
dealer concerned, then, in effect a second assessment 
to tax will take place. 

I shall be glad to know whether this matter has been 
discussed in any quarters or whether this apparent 
hardship is likely in any way to be rectified. 

Yours faithfully, 


Swindon, Wilts. B. L. MONAHAN. 
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The Accountancy Profession 
and the Universities 


Sır, — I would like to comment on Mr S. V. P. 
Cornwell’s article entitled “The principal, the articled 
clerk, and the university’, published in your issues of 
May 7th and ¿4th. 

First. Mr Cornwell refers to ‘the major difficulty of 
publicity for the scheme within the profession’. Are 
the central councils and regional societies of the 
professional bodies doing all that they might do to 
make known its existence? Have practitioners who 
have taken its graduates been prepared to indicate in 
your columns their satisfaction or dissatisfaction? 

On the other hand, the faculties of economics and 
commerce in the universities: 


(a) give due weight in their handbooks to the 
facilities provided; 

(b) in periodic conferences with headmasters and 
careers masters outline the opportunities that 
exist for the young qualified accountant; 

(c) from time to time invite both practising and 
industrial accountants to address faculty classes 
and students’ discussion groups. 

Parily because of this, and partly because of the 
popularity which accountancy today enjoys, there is 
an increasing number of applications to take the 
approved course. But regrettably few are from the 
sons of practitioners. ; 

Second. Mr Cornwell devotes a full column and a 
half to a survey of educational preliminaries. He then 
adds: 

“The next step can be taken only after this pre- 
liminary position has been cleared up ~ which in 
practice usually means sending the parent away to 
have a talk with the boy’s headmaster before any- 
thing else can be done.’ 

In practice, this step would have been taken a long 
time beforehand. 

Has Mr Cornwell (who was a lecturer in one of the 
constituent universities) never heard of faculty 
admissions tutors who, if asked, will gladly advise 
parents, headmasters and principals about the 
university angle? 

Does he really imagine that the boy or his parents 
will necessarily stand in a state of helpless uncertainty 
before a busy and harassed principal? 

A fifth- or stxth-form boy of 17 is scarcely a moron. 
On the subject of careers his form will be addressed 
from time to time by men prominent in various walks 
of life. The school library will provide at least some 
works of reference, including the general informations 
pamphlet of the Institute and the helpful careers 
guide booklets issued by the Ministry of Labour, e.g. 
Accountancy and Cost Accountancy. 

Third, As regards the ‘independent graduation’ 
method, which Mr Cornwell lauds as ‘incomparably 
more advantageous than the university scheme’ ~ this 
has existed in some universities for thirty or forty 
years past, but up to 1939 was almost a dead letter. 

On the contrary, whether it be in medicine, or in 
one of the various branches of applied science, the 
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university degree is widely regarded as marking the 
first stage of attainment in the chosen career. The 
academic studies pursued have a dešnite link with the 
later stages of that career. 

Fourth, Exemption from the Intermediate examin- 
ation ~ to quote Mr Cornwell this ‘is more of a handi- 
cap than an advantage’. He is silent on the fact: 

(a) that to some extent exemption recognizes that 
the student who has taken the approved course 
is a very different proposition from the young 
man graduating, let us say, in mechanical 
engineering, or in the honours school of French; 

(b) that in certain sections of the university courses 
in accounting a higher level is reached than that 
sought by the Intermediate examination; 

(c) that, on occasion, questions set in the (Inter- 
mediate) general commercial knowledge paper 
are scarcely of graduate stature. 

Fifth. Work in the principal’s office during vaca- 
tions — where it does apply, it is, generally speaking, 
a case of one month in the first and second long 
vacations only, i.e. two months in a period of 22 years 
— hardly an unreasonable arrangement. An under- 
graduate in engineering may have to spend part of 
his vacations in an industrial firm. In practice, the 
rest of the vacations is spent in preparing for the 
ensuing session’s work. Relatively few under- 
graduates — certainly riot those (the majority) relving 
on local education authority grants — have money to 
spend on foreign travel or in doing “work overseas’. 

Sixth, At the personal interview between the would- 
be undergraduate and the faculty admissions tutor 
(a condition precedent to acceptance by the university) 
emphasis is laid on the fact that formal entry into 
articles can be deferred until, indeed, the eve of 
graduation. 

But at the same time, and for obvious reasons, it is 
pointed out that provisional arrangements to this end 
may have to be made before the conclusion of the 
second year at the university, particularly where 
extended deferment from national service is required. 

Seventh. On page 539, Mr Cornwell has a paragraph 
headed “Benefits of independent graduation’. In this 
paragraph only (and nowhere in relation to what he 
terms ‘the university scheme propez’) does he express 
the view: 

1 “Further, if he does take accountancy as a main 


subject, he has a tremendous start in the office of bis ` 


principal over the articled clerks straight from 
school.’ 


In my opinion, the streak of bias running through 
Mr Cornwell’s article is unfortunate. No one is going 
to suggest that the approved course is incapable of 
improvement. Doubtless there will be modifications 
as more experience is gained. Let them be made in 
the atmosphere of a tolerant and fair-minded point of 
view, and with a readiness to discuss matters in a 


friendly way. Yours faithfully, 
DONALD COUSINS. 
Solthull, Warwickshire. 


1 E.g. in an economics degree course. 
. 
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REPORTS OF PUBLIC COMPANIES 
THE ACCOUNTANT ANNUAL AWARDS 


Lord Mayor of London on Presentation of Accounts 


There was another notable occasion in the history of 
the profession when the Rt. Hon. the Lord Mayor of 
London, Sir Seymour Howard, presented The 
Accountant Annual Awards for 1955 for company 
reports and accounts at a ceremony held last Tuesday 
in the Mansion House, London. 

Mr Ronald Staples, Editor-in-Chief of The 
Accountant, presided over a large and distinguished 
company of ladies and gentlemen which had assem- 
bled by invitation in the Egyptian Hall. The Lord 
Mayor of London was accompanied by Mr Sheriff 
Leslie Prince, M.A., F.C.A. 

Also on the platform were Mr G. R. D. Bradfield, 
L.D.S., R.C.S.ENG., J-P., Deputy Chairman, London 
County Council; Mr Montagu Gedge, Q.c., Chairman 
of the Panel of Judges of The Accountant Annual 
Awards; Mr W. 5. Carrington, F.c.a., President, 
The Institute of Chartered Accountants i in England 
and Wales; Mr Bertram Nelson, J.P., F.S.A.A., 


member of the Panel of Judges, President, The Society 
of Incorporated Accountants; the Rt. Hon. Lord 
Latham, J.P., F.A.c.c.A.. member of the Panel of 
Judges, member of the Council of the Association of 
Certified and Corporate Accountants; Sir Harold 
Barton, F.C.A, member of the Panel of Judges, 
member of the Council of The Institute of Chartered 
Accountants in England and Wales; Mr Thomas 
Lister, M.A., C.A., member of the Panel of Judges, 

member of the Council of The Institute of Chartered 
Accountants of Scotland; Mr W. L. Barrows, F.c.a., 
member of the Panel of Judges, member of the 
Council of The Institute of Chartered Accountants 
in England and Wales; Sir Rowland Smith, M.1.MECH.E., 
Chairman, Ford Motor Co Ltd; Mr F. J. Tempel, 
Vice-Chairman, Unilever Ltd; Sir Patrick Hennessy, 
Depu Chairman and Managing Director, Ford 
Motor Co Ltd; Mr Derek du Pré, member of the 
Panel of Judges, Editor, The Accountant. | 


Distinguished Guests at Presentation Ceremony 


The guests numbered r7o and were representative 
of Government departments, tbe professions and 
learned bodies, industry, and the financial Press. 
Among those who accepted invitations were: 


Mr S. W. ALEXANDER, Editor, ‘City Press’ j 
k À J. Arnis, Managing Director, Burroughs Adding Machines 


Mr H. GARTON ASH, opp, M.C., F.C.A., and Mrs GARTON ASH 

Mr ALGERNON ASPREY, and Mrs AsPREY 

Mr S. E BANKS 

Mr C. Percy BARROWCLIFF, F.S.A.A., and Mrs BARROWCLIFF 

Mr W. L. BARROWS, J.P., F.G.A., and Mrs BARROWS 

SIR HAROLD BARTON, F, o A., and LADY BARTON 

Mr H A. BENSON, C.B.E., F.C, A., Cooper Brothers & Co, and 
Mrs BENSON 

Mr S. J. D. BERGER, M.C., F.C.1.S., Director, Institute of Cost and 
Works Accountants, and Mrs BERGER 

Mr WALTER W. Bice, F.G.A., F.S.A.A., and Mrs Bicc 

Sır BERNHARD BINDER, F.C.A. 

Mr Rorand BRD, Deputy Editor, ‘The Economist, and Mrs Brep 

Mr Roy Borneman, Q.C. 

Mr W. T. BOSTON, 0.3.2., Swordbearer 

Mr G. R. D BRADFIELD, L.D.S., R.G.S.ENG., J-P., Deputy Chair- 
man, London County Council, and Mrs BRADFIELD 

Mr M. M. Brert, Unilever Lid, and Mrs Bretr 

Mr W. S. CARRINGTON, F.C.A., President, The Institute of Ghar- 
tered Accountants in England and Wales, and Mrs CARRINGTON 

MR L, F. CHEYNEY, F.1.M.T.A., F.S.A.A., Secretary, The Institute 
of Municipal Treasurers and Accountants, and Mrs CHEYNEY 

Mr Douctas A. CLARKE, LL.B., F.G.A., ‘and Mrs CLARKE 

Mr S, W. CORNWELL, F.G.A., and Mrs CORNWELL 

MR I. A. F. CRAIG, 0.B.E., B. A., Secretary, The Society of Incor- 
porated Accountants, and Mrs GRAIG 

Mr Guy Dense, r.c.a., and Mrs DENSEM 

Vice-Apmirac T. B. Drew, C.B., O.BE,, Private Secretary to the 
- Lord-Mayor of London -> 

Mrs Derek pu Pre . 


Mr W. P LN. EDWARDS, 6, ERC Dirion, Home» Services. andl 


Information, Federation of British Industries, and the Don." 
R3 EDWARDS 

Mr Š. J. ELLIOTT, A.s.A.A., Finance Manager, Ford Motor Co 
Ltd, and Mrs ELLIOTT 

Mr W. J. FINDLAY, G.A., and Mrs FINDLAY 

Mr F. D. FOWLER, A.S.A. A. , Chief Accountant, Ford Motor Co Ltd 

Mr LEONARD FRANKLAND, A.C.A., F.C.W.A., F.B.L, AM.LLA,, 
Chairman of the Council, The Institute of Book-keepers, and Mrs 
FRANKLAND 

Mr Monrtacu GEDGE, q.c. 

Mr R. J. GEE 

Mr P. GEE-HEATON, Gee & Co (Publishers) Lid 

Mr CYRIL E. HALL, F.C.A., F.B.I, SGD The Institute of 
Book-keepers, and Mrs HALL 

Mrs Jonn Haynes 

Sir Patrick Hennessy, Deputy Chairman and Managing Director, 
Ford Motor Co Lid, and Miss MARGARET HENNESSY 

Sm. CSCAR Hozson, City Editor, ‘News Chronicle’ 

Mr J. G. Hooper, Managing Director, St Clement's Press, and’ 
Mes Hooper 

Mr D. V. House, v.c.a., Immediate Past-President, The Institute 
of Chartered Accountants in England and Wales 

Mr Percy F. HUGHES, A.S.A.A., F.C.L8,, Secretary, Gee & Co 
(Peblishers) Lid, and Mrs Hues 

Mr Frepericx H. JESSOP, LL.B., President, The Law Society 

Mrs 5. KENNARD 

MR H. P, KENNETT and Mrs KENNETT 

Tue Rr. Hon. Lorp LATHAM, J-P., F.A.C.G.A. 

MR THOMAS LISTER, M.A.) C.A., and MRS LISTER 

Mr Leo T. LITTLE, Editor, ‘Accountancy’ 

Mr K. W. LUCKHURST, M.A., Secretary, The Royal Society of Arts 

Mr ALAN S. MACIVER, M.C., B.A., Secretary, The Institute of 
Chartered Accountants in England and Wales, and Mrs MACIVER 

Mr J. H. MANN, M.B.E., M.A, F.G.A., and Mrs Mann  _ 

Mr BriAN MANNING, D.L., LP. DCH and Mrs MANNING 

Mr T. S. MARTIN, F.LLA., General Manager, Go & Co 
(Publishers) Lid, and Mrs MARTIN. ` 

Mr R. P. MATTHEWS, B.COM., F.C.A., and Mrs: Marg i 

Mr M, MEGRAH, GE The Institute of Bankers = x" 
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Tre Rr. Hon. Lorp MILNE, B.A., G.A. 

Dr A. E. MOURANT, M.A., D.PHIL., D.M., POS, 

Mr N. E. MUSTOE, oO 

Mr BERTRAM NELSON, J.P., F.S.A.A., President, The Soctety of 
Incorporated Accountants, and, Mrs NELSON 

Mr L. H. Norman, SO e Price Waterhouse & Co, and Mrs 
NORMAN 

Mr F. C. ÖSBOURN, M.B.E., B-A., LL.B., Secretary, The Association 
of Certified and Corporate Accountants, ‘and Mrs OSBOURN 

ALDERMAN A. T. PIKE, ong, J.P.) F.C.C.3., Chairman, Corpora- 
tion of Secretaries 

Sm ARNOLD PLANT, KT., B.SC.(ECON.), B.COM., Sir Ernest Cassell 
Professor of Commerce, London School of Economics 

COMMANDER J. R. POLAND, R.N., Common Cryer and Serjeant-at- 
Arms, and Mrs POLAND 

Sır RICHARD POWELL, BT., M.G., Director-General, The Institute 
of Directors 

MR FRANK PRAGNELL, M.C., F.C.A., Mellors, Basden & Mellors, 
and Mrs PRAGNELL 

Mr SHERIFF LESLIE PRINCE, M.A., F.C.A., and Mrs Prince 

Mr CHARLES PRITCHARD, and Mrs PRITCHARD 

Sm Aessen ROAD, C.B.E., Chief Inspector of Taxes, Inland 
Revenue, and Lapy Roap 

Mr LAWRENCE W. ROBSON, F.G.A., F.c.W.A., and Mrs Rosson 

Sır THOMAS ROBSON, M.B.E., M.A., F.G.A., and Lapy Rosson 

Mr R. H. SAMPSON 

Mr HUGH SAUNDERS, 0.3.E., Secretary, Unilever Ltd, and Mrs 
SAUNDERS 

Mr Gerorcs Scorr, Editor, ‘Truth’ 

Mr E. A. SmLLITO, Under Secretary, Home Division of the 
Treasury, and Mrs Suiturro 

Mr P. G. SHIRLEY, A.c.A.(AUST.) ; Chief Accountant, Unilever 
Lid, and Mrs SHIRLEY 

Mr T. W. A. SiLK, Gee & Co (Publishers) Ltd 

Mr C. F. SIMMONDS, C.B.E. 

Mr Strantey W. SMILES, F.C.A. 

Mr J. M. A. Surrg, Assistant Managing Director, Ford Motor Co 
Lid, and Mrs SMITH 
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Lid, and Lamm SMITH 

Miss V. M. SNELLING, Director, Gee @ Co (Publishers) Ltd 

Mr H. F. Spencer, Chairman, British Institute of Management, 
and Mrs SPENCER Sé 

Mrs RONALD STAPLES 

Mr CHARLES Š, STEPHENS, F.C.A. 

Mr F. L. Stevens, Editor, ‘F.B.I. Review’, and Mrs STEVENS 

Mr G. P. STEVENS, M.P., F.G.A., and Mrs STEVENS 

CAPTAIN J. E. STONE, C.B.E., M.C., F.S.A.A., King Edward's 
Hospital Fund for London 

Mr R. C. SUGARS, O.B.E., D.C.M., Treasury Accountant, and. 
Mrs SUGARS 

Coronet J. Hutme TAYLOR, ong, City Marshall 

Mr F. J. Temper, Vice-Chairman, Unilever Ltd 

Mr D. W. Tuoxer, Press Officer, Inland Revenue 

Me Doan TYERMAN, Deputy Editor, ‘The Times’, and Mrs: 
TYE 


RMAN 
Mr A. G. VAN DER GAAG, representing the President of The 
Nederlands Instituut van Accountants 
Miss D. M. VAUGHAN, B.A., F.G.A., Chairman, Women Chartered 
Accountants’ Dining Society 
. WALKER, A.C.A., Unilever Lid, and Mrs WALKER 


Mr Sypney WALTON, C.B. e M.A., B.LIT. 


Mr E. J. N. WARBURTON, Joint Gensral Manager, Lloyds 
Bank Ltd 

Me E. F. G. WHINNEY, M.A., F.C.A., and Mrs WHINNEY 

Mr Francis WHITMORE, City Editor, ‘Daily Telegrapl’, and 
Mrs WHITMORE 

Mr P. E. WHITWORTH, B.A., Barrister-at-Law, and Mas 
WHITWORTH 

Mr L. D. Wims, City Editor, ‘Daily Mail’, and Mrs 
WILLIAMS 

Mr DouGLAs Witson, Assistant Editor, ‘The Director’ 

Mr H A. R. J. WILSON, F.G.A., F.S.A.A., and Mrs WILSON 

Mr Haroun Wincott, Editor, ‘Investors’ Chronicle’ 

SIR RICHARD YEABSLEY, C.B.E., F.C.A., F.S.A.A., Vice-President, 
The Society of Incorporated Accountants 


The Chairman’s Address 
Reports and Accounts should “Tell the full story’ 


Opening the proceedings, Mr Ronald Staples said: 


‘In the eighty years of its existence, The Accountant 
newspaper: has probably achieved nothing of greater 
public benefit than the institution of these Annual 
Awards to encourage better reports and accounts of 
public companies. We have been heartened over the 
past year by expressions of appreciation from all 
quarters and we are convinced that already our efforts 
are bearing. fruit. (Hear, hear.) 

‘It has always amazed me that far fewer than 1 per 
cent of the shareholders of this country attend the 
annual meetings of their companies. Such a state of 
affairs cannot tend to stimulate the boards of directors 
into presenting reports that are designed to give 
adequate information in a form which is easily under- 
stood by the shareholders. Even today we sometimes 
see reports and accounts from which it is impossible 
to discover even the nature of the business in which 
the company is engaged. 


Directors’ Important Duty 


‘We ‘have ‘evidence that The Accountant Annual 
Awards are turning the thoughts of many boards of 
directors to the i important duty of providing reports and 
accounts which tell the full story of the activities of 
their. concerns and which.are understandable not only- 
by accountants and stockbrokers, but by the man in the 


street who provides the money which is the life-blood . 


of the business. There is no need to emphasize the 
wisdom of a company so preparing its reports and 
accounts that they can be understood not only by the 
shareholders but by the employees of the company. 


tAdequate Information? 


"We have never been so foolish as to hope that our 
Panel of Judges would find perfection. There can be no 
definition of ‘adequate information’ for this must vary 
with the circumstances of the various companies. The 
task of the Panel of Judges is to select what in their 
opinion are the best reports and accounts submitted 
for their judgment. We all have our own ideas as to 
what constitutes a good company report and if we do 
not always agree with the judges, we must bear in mind 
that they have to decide from the reports and accounts 
submitted for their consideration. 

“The owner of a single share, no less. than a sole pro- 
prietor, is entitled to a full and clear report from those 
to whom he has entrusted the management of the 
business. 


More Frequent Reports 
‘I believe that shareholders receive the reports and 
accounts they deserve to receive. If they take an intelli-. 


Gent. interest in the business ‘they. can encourage the : 
directors to make reports’ which mean something to them. 


“I hold strongly to the opinion that in the’case of most 
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it the reception. (Left to right) Mr W. S. Carrington, F.c.A., President of The Institute of Chartered Accountants in 


‘ngland and Wales; the Chairman, Mr Ronald Staples, Editor-in-Chief of The Accountant; Mr Derek du Pré, a member 
of the Panel of Judges and Editor of The Accountant; Mrs Carrington. 





Sir Harold Barton, F.c.a, a member of the Panel of Judges, and Lady Barton, being welcomed on arrival by Mr Ronald 
Staples and Mr Derek du Pré. : 
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The Rt. Hon. the Lord Mayor of London, Sir Seymour Howard, presents one of the Awards to Sir Rowland Smith, 
M.I.MECH.E., Chairman of Ford Motor Co Ltd. 
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, public companies the shareholders might reasonably 
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expect to receive reports and accounts at least twice a 
year and announcements of turnover figures even more 
frequently. In comparatively few instances — where, 
for instance, business activities are conducted in various 
parts of the world — such frequent reports may be im- 
possible, but I am quite sure that in the great majority 
of cases this satisfactory state of affairs can and should 
be achieved. 


A Tribute to the J udges 


‘We have been most fortunate in our Panel of Judges 
which includes men eminent in all the positions most 
fitted to select the best reports submitted and we feel 
that to obtain a unanimous judgment from so diverse 
and highly qualified a Panel is indeed an achievement. 
We thank the judges for all the time and interest that 
they have given to their formidable task and we are 
especially grateful to Mr Montagu Gedge for so ably 
presiding over their deliberations. (Hear, hear.) 

“To crown our efforts we have been favoured by the 
interest of the Lord Mayor of London, Sir Seymour 
Howard, in our efforts to encourage better reports and 
accounts of public companies. No endeavour designed 
to help to uphold the traditions of our country for fair 
dealing would be complete without the blessing of the 
civic head of this great city and we are honoured by the 
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Mr Bertram Nelson (left) a 


member of the Panel of Judges 
and President of the Society of Incorporated Accountants, 
being welcomed by Mr Derek du Pré. 


presence of the Lord Mayor here today, and by his so 
kindly allowing us to use this beautiful room in the 
Mansion House. (Hear, hear.) 

‘My Lord Mayor, I would now ask you to kindly 
present these two Awards which are equal in every 
respect and perhaps therefore we might take the 
companies in alphabetical order. (Applause.) 


The Lord Mayor of London 


After presenting the Awards to Sir Rowland Smith, 
Chairman of Ford Motor Company Ltd, and to 
Mr F. J. Tempel, Vice-Chairman of Unilever Ltd, 
amid acclamation, the Lord Mayor said: 


‘I am very happy to be here and to take part in this 
very interesting presentation this morning. As a stock- 
broker — and stockbrokers never understand accounts 
issued by some companies ~ I can see how important 
the inauguration of this competition is. I think The 
Accountant is to be congratulated on starting it and, 
in addition to congratulating the winners, I should also 
like to congratulate the many hundreds of firms who 
entered the competition. (Applause.) 

‘I think this is a great project, and one that was long 
overdue. Professional men in the City, whose duty it is 
to advise clients with regard to investments, would 
like to see it extended to firms small as well as great, 


firms whose shares are unquoted as well as those whose 


shares are quoted. This competition has started some- 
thing quite new in acccuntancy. I do not mean that 
- these requirements have not been advocated by account- 
ants for many years; they have. Accountants cannot 
always get their clients to adopt their line of procedure. 


Shareholders at Company Meetings 


‘As the Chairman ‘has said, it is impossible for many 
people to understand many of the accounts that are 
presented to them today. The Chairman has also 


t mentioned the apathy which the average shareholder 


shows in attending meetings and asking questions. It 
has been said that shareholders do not turn up at 
meetings and take an interest in the affairs of companies 
bécause they cannot understand the accounts. I think 
that firms ought to be driven into accepting the 
position that their accounts ought to be presented in 


a 


a simpler form, which would encourage shareholders to 
attend meetings and ask intelligent questions. 

‘When shareholders do attend meetings and ask 
intelligent questions, you will find, I think, that.people 
generally will take a greater interest in company 
affairs. J am not going to enlarge on that theme. I just 
want to say that a word of thanks should be given to 
The Accountant for so kindly inaugurating this competi- 
tion, which J hope will go from strength to strength.’ 
(Applause.) 


Acknowledgments of the Presentations 


Acknowledging the presentation, Sir Rowland Smith 
said: : 

‘It is a source of tremendous pride to my board and 
myself that we have been bracketed with Unilever, 
far whom I have a tremendous regard, as joint winners 
of the Awards. More particularly, perhaps, my col- 
leagues round me, who have been the architects of 
these accounts and who have had a greater part in 
their presentation than, perhaps, I have had, must feel 
especial pride at attaining such eminence. 

‘I am grateful to The Accountant for making it 
possible for us to have these wonderful sconces, which 
I promise we shall not electrify or instal in a motor-car. 
(Laughter.) They will grace the board room and we 
shall always be reminded that at least we have been 
classed with the great ones on this occasion. To you, 
my Lord Mayor, I would say “Thank you very much” 
for your kind remarks.’ (Applause.) 


Encouragement for Accountants 


Mr F. J. Tempel also acknowledged the presentation, 
and said: 

‘Firstly, I have to apologize on behalf of our chair- 
man, Sir Geoffrey Heyworth, and my colleague, Sir 
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Herbert Davis, who was to have accepted this Award, 
for their absence this morning. Sir Geoffrey Heyworth 
is in Germany fulfilling a long-standing | engagement 
and Sir Herbert Davis unfortunately is ill. They both 
regret very much being unable to be present on this 
memorable occasion, 

‘It gives me great pleasure to accept this handsome 
Award, both for its intrinsic merit, and even more for 
the honour thus bestowed upon my company by the 
Panel of Judges, each so eminent in his respective 
sphere. The Panel represents a wide variety of thinking 

on the important subject of reporting to shareholders 
and, to me, this adds considerable value.to the Award. 

‘One notices at times that accountants tend to look 
upon what they did yesterday as good for both today 
and tomorrow, but in fact there is no reason why 
reporting and accounting to shareholders should’ be 
static any more than there is necessarily any merit-in 
retaining old practices in manufacturing and in selling. 
In this respect we are always encouraging our account- 
ants to be salesmen — selling their ideas from day to 
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day to the operating personnel, and, finally their 


published figures to the shareholders. , 


"We have always tried to avoid in our reports and 
accounts the boredom that stems from too much 
detail, and at the same time to carry out the spirit of 
the Companies Act, 1948. Our chairman, Sir Geoffrey 
Heyworth, is particularly pleased by this recognition 
that we have in some measure succeeded in our aim, 
for he was a member of the Committee on Company 
Law Amendment, on the report of which much of the 
present Companies Act was based. 

"We do not suggest that our report and accounts for 
1953 represent the fulfilment of our aims, and in our 
1954 report we have made what we think are further 
improvements. Indeed, we shall continue to review the 
information we supply each year. This Award en- 
courages us to do this, and may I congratulate The 
Accountant for its contribution to the improvement in 
company reporting which I am sure will result from 
the stimulus provided by the competition it bas 
sponsored. (Applause.) 


The Awards for 1955 and Future Years 


Mr Montagu Gedge, Q.C., Chairman of the Panel of 
Judges, said: 
“This is the second occasion on which I have had the 
pleasure of addressing you on behalf of my colleagues 
on the Panel and myself. 
‘When we undertook the exciting duty of examining 
the many scores of accounts to select the best submitted 
to us, we did not realize how many difficulties we 





should be up against. The first difficulty we met was 
that some people looked upon us as a sort of firm of 
super accountants and auditors — which we are not. We 
do not investigate figures in any detail: that would be a 
task beyond our scope and our duty. 


“The second difficulty was that some people looked 
upon the prize-winning accounts as a sort of prototype 
—but that again is not true. We all knaw how the 
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The EE of the Panel of Judges, Mr I Montagu (redes, Q.C., speaking on the Awards, Also i in the picture are (left to 
right) Mr W. S. Carrington, F.c.A., President, The Institute of Chartered Accountants in England and Wales, the Rt. Hon. 
Lord Latham, J.P., F.A.C Dä, a member of the Panel of Judges, and Mr l: J. Tempel, Vice-Chairman, Unilever Ltd. 


os 


THE ACCOUNTANT 667 


| June 11th, 1955 
| 
| 


¿ science of accountancy is advancing: we know the which show a steady advance in accountancy technique 


trends, and we consider that the shareholders ought 
to have the fullest possible information. 


An Award for the ‘Smaller Company’ 


‘There is another difficulty in the case of small 
companies, who may be inclined to think that this 
competition is limited to big companies. We are all 
strongly in favour of giving an Award to what could 
well be called the “smaller company’’. We receive 
many accounts from small companies and many of 
them are in first-class form. You must not ask me to 
define a ‘‘small company’’, but I assure you that the 
judges consider all the small companies on their 
merits and none of them is disregarded. Indeed, in the 
last ten which were left for final consideration, there 
were several small companies. 

‘Mr Staples, who has always realized our difficulties, 
very kindly put at our disposal a second Award this 
year, and we have under consideration proposals for 
deliberately attributing one of the Awards in the future 
to the “smaller company”. 

‘Finally, I would say this: we have been pressed to 
say upon what formula we make our selection. There is 
no formula. What we try to do is to find those accounts 


and further the approach which modern thought 
demands. 
‘My last words are that I should like to mention the 


_list of “short-headers”’ — but that is not allowed. I can 


say that when we came to the last two neck-and-neck 
winners, we were unanimous in our choice.’ (Applause.) 


A Welcome to the Guests 


The guests were warmly welcomed by Mr Derek du 
Pré, who expressed pleasure at the presence of the 
Lord Mayor and deep appreciation of his making the 
presentations. The presence of the ladies on this 
occasion was a particular pleasure. The distinguished 
representatives of many aspects of the life of the 
country had faced difficulties of time and of travel 
inl coming; their presence was the more appreciated, 
and he hoped that those who had been prevented 
from attending by the railway strike would be 
able to attend next year. 

The Chairman then invited the company to take 
refreshment and to drink the health of the winners of 
the Awards. 


REVIEWS 


Stevens’ Elements of Mercantile Law 
(Twelfth Edition) 


Edited by John Montgomerie, B.A., 
Barrister-at-Law 


(Butterworth & Co (Publishers) Ltd, London. 
17s 6d net) 


A number of important changes have taken place in 
mercantile law since the previous edition of this 
standard work was published in 1949. One of these 
is the Law Reform (Enforcement of Contracts) Act, 
of last year, which removes the need for a written 
memorandum in certain cases where it was required 
under the Statute of Frauds, 1677, or the Sale of 
Goods Act, 1893. Other new legislation of conse- 
quence includes the Merchandise Marks Act of 1953 
and the Hire Purchase Act of 1954. The present 
editor deals fully with these innovations and also 
gives a summary of the organization of the road and 
rail transport systems and its effect on legal liability 
consequent upon the passing of the Transport 
Act of 1953. He has incorporated also the latest 
case law. The comprehensive tables of statutes and 
cases cited and the detailed index extending to 
eighty-two pages greatly facilitate the finding of 
references. . 


SHORTER NOTICES 


Export DOCUMENTATION SIMPLIFIED, by Leslie G. 
Adams, F.s.M.A. (Crosby Lockwood & Son Ltd, 
London. 6s net.) This treatise, sub-titled ‘The 
methods of securing payments for exported goods 
and the procedure for invoicing for export’, should 
prove most useful to the small manufacturer un- 
familiar with the regulations which must be observed 


and the records which must be made when selling 
goods to overseas customers. The text is straight- 
forward and is suitably illustrated with charts and 
specimen forms. 

ELEMENTS OF INSURANCE. Second Edition, by 
W. A. Dinsdale, PH.D., B.com. (Sir Isaac Pitman & 
Sons Ltd, London. 12s 6d net.) First published in 
1949, this handbook, which is issued under the 
authority of the Chartered Insurance Institute, is 
intended primarily for the use of students. It is so 
planned, however, to be of interest also to the general 
reader who wishes to have in easily readable form a 
broad survey of insurance in all its branches. 


RECENT PUBLICATIONS 


‘TAXATION’? Key To Income Tax (Finance Act, 1955, 
edition). 223 pp. 84 Xx 6. ros net; ros 3d post free. Taxation 
Publishing Co Ltd, London. 

BUDGETARY CONTROL: STANDARD COSTING AND FACTORY 
ADMINISTRATION, by S. R. Cave, A.S.A.A., A.C.W.A. 152 pp. 
9X6. 25s net; 25s sd post free. Gee & Co (Publishers) 
Ltd, London. 

SECOND SUPPLEMENT TO INCOME Tax AND Prorirs ‘Tax IN 
A NUTSHELL, by the B.C.A, Tutors (1954 edition). 7 pp. 
83 X 54. 1s 3d net. ‘Textbooks Ltd, Harpenden, Herts. 

LIBERAL EDUCATION IN A TECHNICAL AGE. 128 pp. 82 x 54. 
6s net. Max Parrish & Co Ltd, London. 

PRACTICAL BRANCH BANK LENDING, by A. Forrester Fergus, 
A.I.B., A.C.1.S. 251 pp. 9 X 6. 18s net. Europa Publications 
Ltd, London. 

ABSENCE FROM Work. No. 6 in the Personnel Management 
series of the British Institute of Management. 23 pp. 
9 X 6. 2s 6d post free. British Institute of Management, 
London. 

ESSENTIALS OF ECONOMICS, 2nd edition, by I. Glyn Jones, 
M.A. 334 pp. 84x 6. 21s net; 2xs 6d post free. Gee & Co 
(Publishers) Ltd, London. 

PROFITABLE BAR MANAGEMENT, by G. M. Stefan de Fay. 
112 pp. 84 X 54.a@5s net. Hotel Organization Ltd, London. 
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OF CHARTERED ‘ 


ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held on 
Wednesday, June rst, 1955, at the Hall of the Institute, 
Moorgate Place, London, EC2, there were present: 


Mr D. V. House, President, in the chair; Mr W. S. Carrington, 
Vice-President; Messrs H. Garton Ash, 0.3.2, M.C, W. L. 
Barrows, Sir Harold Barton, Mr T. A. Hamilton Baynes, Sir 
Bernhard Binder, Messrs J. Blakey, C. W. Boyce, c.n.zE., W. G. 
Campbell, P. F. Carpenter, D. A. Clarke, J. Clayton, S. W. 
Cornwell, E. C. Corton, W. G. Densem, A. S. H. Dicker, M.B.E., 
Sir Harold Gillett, we, Mr P. F. Granger, Sir Harold Howitt, 
G.B.E., D.S.0., M.C., Messrs R. B. Leech, M.B.E., T.D., R, McNeil, 
é Moore, S. J. Pears, P. V. Roberts, L. W. Robson, 
Sir Thomas Robson, M.3.8., Messrs G. F. Saunders, Gilbert D. 
Shepherd, M.B.E., C. M. Strachan, o.B.z., E. D. Taylor, G. L. C: 
Touche, E. Gordon Turner, m.c., A. D. Walker, M. Wheatley 
Jones, E. F. G. Whinney, with the Secretary and Assistant 
Secretaries. 
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Election of President and Vice-President 


Mr William Speight Carrington, F.c.a. (Whinney, Smith & 
Whinney) was elected President, and Mr Arthur Seymour 
Hamilton Dicker, M.B.E., F.C.A. (Lovewell Blake & Co) was 
elected Vice-President for the ensuing year. 

Sir HAROLD Barton: Mr President and gentlemen, I am 
sure that no one was more sorry than I to have heard read 
out this morning the news that neither Mr George Freeman, 
the senior Past-President, nor Sir Nicholas Waterhouse 
would be able to be present at this meeting — the more so 
because it has fallen to me at very short notice to step into 
the breach. However, in their absence it is my privilege and 
pleasure to submit to you a proposal in regard to the election 
of a President for the coming year. 

It will not surprise you to know at the outset that the 
name which I submit is that of Mr William Speight 
Carrington. (Applause.) 

I have had no time to delve into past records, but I 
believe that Mr Carrington must be about the youngest 
member’ of the Council to be proposed as President in 
recent years — despite your own youthful age, Mr President, 
and that of others who have preceded you. He is only 
just turned fifty, which is a very pleasant early age and one 
which a great number of us envy greatly. (Laughter.) 

I do not propose to give a detailed record of Mr Carring- 
ton’s activities and the important part that he has played in 
the Institute’s affairs since he became a member of the 
Council in 1942. Are they not writ in the pages of The 
Accountant? 1 did this morning look back at its issue of 
June 1ath,.1954; on page 677 thereof is a most admirable 
review by Sir Nicholas Waterhouse of Mr Carrington’s 
activities — the committees upon which he has served, and 
his many public appointments. On this occasion, therefore, 
all I propose is to emphasize what is there recorded in 
regard to the latter~ namely, his appointments by the 
Government, First comes his membership of the Royal 
Commission on the Taxation of Profits and Income; then 
follow the Tucker Committee on the Taxation of Trading 
Profits and the Tucker Committee on the Taxation Treat- 
ment of Provisions for Retirement. These I have mentioned, 
not only in view of their importance, but because they 
must have represented a tremendous task. I know that 
he has had to be up into the small hours on many a night — 
and I suspect he has had some very hard things said to him 
by Mrs Carrington in regard to such hours. 

It is not without significance that in 1942, when Mr 
Carrington was elected a member of the Council, there 
came into existence the Taxation and Financial Relations 


Committee, as it was then called — now the Taxation and 
Research Committee. I refer to this because, although he 
was one of those who played a leading part in setting up 
that important committee, this fact was not mentioned last 
year; accordingly, I wished to recall, for the information of 
those members who may not know its past history, the 
part which Mr Carrington played in connection with it. 

We all know that Mr Carrington is a partner in the well- 
known firm of Whinney, Smith & Whinney, and it will, 
I feel, be a matter of great satisfaction to that firm if yet 
another partner should be elected as President of this 
Institute; I may be wrong, but from a quick glance at the 
list of Past-Presidents, I think that he would be the fifth 
member of his firm to hold the office of President. Mr 
Carrington must be very conscious this morning of his 
pending responsibilities when he looks back on the fact 
of these four predecessors — the last of whom, -the late Sir 
Charles Palmour, would I am sure have had feelings of 
delight if he could have been present today and heard this 
proposal. 

I am confident that all of us will agree that Mr Carrington 
is indeed well fitted to hold the office of President, and that 
he has in every way the equipment for successfully carrying 
its responsibilities. I will say no more but leave it to Mr 
Carpenter to second the resolution which I now formally 
propose — namely, that Mr William Speight Carrington be 
elected President of the Institute for the ensuing year. 
(Applause.) 

Mr P. F. Carpenter: Mr President and gentlemen, it 
gives me very much pleasure to support the resolution 
which has just been proposed in such delightful terms by 
Sir Harold Barton. 

When considering the words which I might use to 
commend this proposition to you, it occurred to me that 
I could not do better than to adopt in its entirety a spcech 
which was recently made by the Vice-President himself — 
a speech which I think many of you heard, and one which 
I thought admirable for its purpose. It was brief, unam- 
biguous, to the point, and complied with all standing 
orders. If in the interests of accuracy I might, as is said, 
I believe, in Parliamentary circles, refer to my notes, I will 
read the speech to you. It reads: ‘I second the resolution’. 

Although I am sure that it is unnecessary for me to say 
anything further, I should like to take this opportunity of 
paying my tribute to Mr Carrington. At one time there was 
held a view in certain circles of the profession, that this 
Council, unlike Gaul, was divided into two parts, composed 
of the provincial members on the one hand and the London 
members on the other hand, and that between the two 
parts there was certainly rivalry, if not open warfare. 

One does not have to be a member of the Council for 
long before one realizes that this is very far from being the 
case. But in case this idea is still held in some circles (we 
must remember that we are the Institute in England and 
Wales) I feel that Mr Carrington’s election will please all 
parties. He has served his articles and has had his baptism 
in a provincial town; he later came to London where, even 
if he did not find the streets paved with gold, I trust that 
he did find that the qualities of character and ability which 
he possesses have had their reward. 

As Vice-President, Mr Carrington attended the Summer 
Course at Oxford last year and, as some of you may know, 
both the President and the Vice-President in turn attended 
the various discussion groups, where the members attending 
the course are able to put their points to them. The Summer 
Course Committee, however, arranges that, unlike Daniel 
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< in the lion’s den, neither of them shall be alone and unsup- 
k ported on these occasions. 
I was invited to accompany Mr Carrington on his rounds. 
I am not quite sure in what capacity I was asked to carry 
out that duty — perhaps it was as a sort of bodyguard — but 
I prefer to think that it was as a kind of protective umpire. 
-The ‘bowling’ from the discussion groups can be both 
accurate and deadly, well rounded off with the occasional 
‘Chinaman’; and I felt that the moment might arise when 
the signalling of a ‘no-ball’ or ‘wide’ or even the signalling 
that play was at an end might fall to my lot. I think I may 
say that Mr Carrington dealt with all types of bowling 
with equal ease and was definitely ‘not out’ at the close of 


ay. 

Now that he is about to embark upon what I am sure 
will be a memorable innings, I should like, on your behalf, 
to assure him of the utmost support from all members of 
the team. 

Mr President and gentlemen, it is with the greatest 
pleasure that I second the resolution, (Applause-) 

The resolution was put to the meeting and carried 
unanimously and with acclamation. 


Mr CARRINGTON was then invested with the badge of 
office by the retiring President and took the chair. He said: 

Thank you most sincerely, Sir Harold Barton and 
Mr Carpenter, for the extremely generous manner in which 
you respectively proposed and seconded my nomination to 
this great office; and thank you most sincerely, my fellow 
members of the Council, for the generous way in which you 
received that proposal. I am most grateful to you, one and all. 

It is a moment that is awe-inspiring when one assumes 
great responsibility such as this, and one realizes, as per- 
haps never before, that whilst man is undoubtedly a free 
agent, he is, nevertheless, a very dependent creature and 
can achieve little or nothing in isolation or by his own 
unaided efforts. 

It is with a very deep sense of the great help and support 
that I have received from so many people throughout my life 
that I acknowledge and express my very sincere gratitude to 
them —to my parents for their care, attention and self- 
sacrifice on my behalf, to my wife and my son for their 
support and forbearance, to ‘my partners and staff for 
having so willingly and so often (when I have been engaged 
on work here or in the other spheres to which Sir Harold 
Barton has been so kind as to refer) undertaken tasks that 
should have been mine, and for having made possible my 
acceptance of this great ‘office, and to every member of this 
Council with whom I have been privileged to serve during 
the past thirteen years, and to the staff of the Institute. 

The anniversary which we have just celebrated has had 
the effect of reminding us of the fact and emphasizing that 
our profession has achieved its high status and this Institute 
its pre-eminent position by the devoted efforts of a long 
line. of distinguished men, several of whom are, happily, 
with us today. 

The task of the younger members of the Institute, of 
whom I count myself one, is to maintain the status of the 
profession and to extend its usefulness, and thereby its 
value, to the community in which we live, and to the world 
at large. It is by these tests that we shall be judged — may 
we not be found wanting. 

Much awaits us. The world in general and the business 
community in particular need our help, and we must be 
prepared at all times to fit ourselves for our ever-widening 
tasks by constantly extending our knowledge and improving 
our techniques. It is our duty to maintain and extend our 
sphere of influence, to maintain and extend our contacts 
and our friendships, not only in this country but overseas. 
Later this morning we, shall have the pleasure and privilege 
of welcoming two distinguished members of the profession 
from overseas — Mr Bailey frem that great and efficient 
city, Detroit, and Mr Christmas from that beautiful city, 


Auckland, situated in that most delightful country, New. 


Zealand. 


It ‘is in the spirit of thanksgiving for past blessifigs. and. 


, Prayer for future guidance that I hope that many members 
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of the Institute will join us at r2 noon on Wednesday, 
July 6th, at St Margaret’s Church, Lothbury. 

In conclusion, I say to one and all, thank you very much 
indeed for the confidence you have displayed in me, and 
may I be ever mindful of my responsibility to this Institute, 
to our great profession and to the peoples we serve. 
(Applause.) 


Sir Harotp Howitt: Mr President and gentlemen, I, 
like my namesake, Sir Harold Barton, have been asked at 
short notice to perform the next most pleasurable task. 

It is my pleasure to suggest to you the name of a Vice- 
President, and in accordance with modern technique I will 
come to my conclusion to start with and not leave it to the 
end, and thereby leave you in suspense. I wish to submit 
to you the name of Mr Dicker. 

I have had very little time to think about what to say, 
but during the last half an hour or so I have received some 
notes from Mr Maciver as to Mr Dicker’s record at the 
Institute, and I have received the notes from which Sir 
Nicholas would have spoken. I have also had a word with 
Mr Dicker himself in the corridor, and Mr Dicker said: 
“Thank goodness you have not had longer to look into 
my past’. 

I commend Mr Dicker to you on three grounds — the first, 
personal, the second, on his record of service to the Institute 
and the profession, and the other having regard to his position 
in East Anglia in a great provincial society. On the first 
ground, the personal ground, I should like to say straight 
away that Mr Dicker 1 is a very human person, and that is 
most necessary: in all big appointments in the Institute. 
I am sure it will stand him in good stead in his capacity as 
Vice-President. 

I turned to his record, and I found that, apart from the 
ordinary hobbies which many of us are prone to — even 
such things as golf, one of his great interests in life is bird- 
watching. Well, I cannot imagine anything more helpful 
or more salutary to a President than to have a Vice- 
President who is a bird-watcher. 

Now on the score of Mr Dicker’s help to the Institute, 
if I were to read it through to you I should take too long; 
but you know that he is a member of the East Anglian 
Society — he was President in 1947 of that Society, and I 
believe he has again been elected President this year for their 
twenty-first anniversary. 

I said that there were three reasons why I should like to 
recommend Mr Dicker, and the third reason was because of 
his provincial record. I do not submit to you that you should 
elect Mr Dicker because he is a provincial member- 
although I think it is appropriate for a provincial member 
to be appointed — but I know what great pleasure it will 
give to his Society that he is appointed to this office. 

Mr Dicker has served on many committees — the Finance, 
the Examination, District Societies, the Co-ordination and 

several others. On some of those committees he has been 

vice-chairman and has also served as chairman. I should 
like especially, if I may, to refer to his great help to me and 
to the other members as a member of the Co-ordination 
Committee. 

I ought to have mentioned that Mr Dicker Served with 
distinction in the First World War. I wonder how far one 
goes back now in thinking of wars. It was not the Crimea; 
it was the 1914-18 war. He was wounded twice; he was 
mentioned twice in dispatches, and he finished up as 
adjutant of his cadet battalion. 

I do not really think I need say anything more. I have 


‘told you what he has done for the Institute; I have told you 


what I think of him as an individual. I therefore formally 
propose to you that we could not do better than — and we 
should do very well indeed - have Mr Dicker as Vice- 
President. I think he will most suitably and honourably 
fulfil that position: 

I am glad to know that it has. been. Suggested that the 
seconder of this proposal should also: be from. Che provinces. 
It gives me. great pleasure to call upon, Mr, Granger because. 
we both come from the same native city, e second, the 
proposal. (Applause. uo, aod vent A SES 
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Mr P. F. Granger: Mr President, I have much pleasure 
in seconding this resolution. I am afraid that Sir Harold has 
cheated. I have had private words with Sir Nicholas about 
what he was going to say, and I have rearranged my ideas 
accordingly. While Sir Harold was talking he was stealing 
my thunder. 

Sir Harold has dealt with Mr Dicker’s activities in the 
profession, and it only remains for me to add one or two 
things about his Government appointments. He has been 
‘mixed up’ with land settlement and with the Ministry of 
Food. That, I submit, you would expect from one from the 
county from which he comes. Then, in addition, for good 
measure, he was one of the interviewing accountants for 
the appointment of accountants to the Civil Service — it 
sounds a most astonishing job. So much, if I may say so, 
for the public Dicker. 

Now what about the private Dicker? — and that is not at 
all a military term. He was captain of his school; he was 
victor ludorum; and then, another aspect which has not been 
touched on, he is interested in music. I was very pleased to 
hear this, because I think these two things go together. 
He is interested in music, both choral and operatic, and is 


chairman of the Norfolk and Norwich Amateur Operatic. 


Society — which means something. In addition, as has been 
mentioned, his hobbies include bird-watching, golf and 
gardening. 

So there you have him —a first-class soldier, which is 
what he was; a first-class accountant, not as a levelling-up, 
a counterpart or makeweight; and he has a deep interest in 
the arts. I would most strongly recommend his election. 
(Applause.) 

The resolution was carried unanimously and with 
acclamation, and Mr Dicker took his place in the Vice- 
President’s chair and was invested by the President with the 
badge of office. 


Mr A. S. H. Dreger: Mr President, first of all, may I say 
what a privilege it is for the new Vice-President to be the 
first member of the Council to address you by your title 
for the first time after you have been installed. If I may say 
so, on behalf of us all, we look forward to a very happy and 
prosperous new year for you. 

You, sir, will know exactly what I mean when I say that 
on an occasion like this, which is so essentially a personal 
one, it is not always easy to put into suitable words what 
one has it in mind to say. One cannot even claim as an 
excuse that there is an element of surprise in it because, 
like you, sir, and other Vice-Presidents, I had several weeks’ 
notice and I was only too well aware that this disturbing 
moment would have to be faced. In spite of that, there is 
this feeling of inadequacy which has persisted every time 
I have thought about it. The position was made all the 
more embarrassing by the very generous words with which 
Sir Harold Howitt and Mr Granger have put the proposal 
before the Council. 

On the face of it, they have given a clean certificate — 
free from any suggestion of qualification or reservation. But, 
having some inside knowledge of the real value of the asset, 
I have some doubt as to the completeness of their audit. 
(Laughter.) 

I am most deeply grateful to both of them for the very 
kind way in which they have proposed and seconded the 
resolution, and to the members of the Council for the warm 
and friendly way in which they have received it and 
approved it. 

Mr President, it must be admitted that one’s first reaction 
to the invitation to be considered for this office was one of 
pride — not personal pride so much, although perhaps a 
little of that is excusable, but the realization that the election 
to this high office brings with it honour to many others — 
to one’s’ firm, to one’s partners, to one’s family, to one’s 
school and to one’s professional connections and friends. 
In my case I am especially proud of the honour for the 
sake of the East Anglian District Society, whose interest 
and well-being has been my close concern for the twenty-one 
years of its life, and I am very happy to take this oppor- 
tunity to acknowledge how much I owe te the officers and 
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committee, past and present, and the members of that, 
society for having made it possible for me to reach the 
position in which I now find myself. 

But, sir, as in the case of a famous Lord Chancellor, who 
admitted that he was inflated with legitimate pride, this 
compliment also had its inconvenient side, and this rather 
puffed-up condition was very soon deflated by troubled 
thoughts of apprehension and doubt — doubt as to one’s 
ability to live up to the high standard of previous occupants 
of this position, none of whom fail in their office and many 
of whom become men of eminence and recognized leaders 
of the profession, an apprehension lest the expectations 
of one’s colleagues be not fully realized. But the encourage- 
ment I have received from those who I was able to consult 
in the wishful thought of my receiving the benevolent 
support of the other forty-four members of the Council 
enables me to look forward with eager anticipation to 
whatever lies ahead. 

It is noticeable that this seat is on a platform which is 
raised a few inches off the ground, and the position is in a 
rather dark part of the Council Chamber, which makes it 
very easy to trip and stumble if you do not look carefully. 
It might almost be a constant warning to the Vice-President, 
that whenever he takes his seat officially there is a step 
which has to be watched. But in the end one is left with a 
feeling, a deep sense of humility, a fervent desire to serve 
faithfully, and a firm resolve to do everything within one’s 
power to maintain the integrity of the Institute, and the 
eee and dignity of the Council, and this I undertake 
to do. 

Mr President, one of my chief duties during the coming 
year is to give you my loyal and whole-hearted support in 
every way possible, and to represent you satisfactorily 
whenever I am called upon to do so. This I declare that I 
will do gladly and cheerfully to the best of my ability. 
Although I shall be sitting on your left-hand side, I trust 
that I shall be regarded as your right-hand man, to make 
your task easier and to help to ensure that your particular 
term of office is an unqualified success. . 

Fellow members of the Council, I am deeply conscious 
of the responsibility which I am undertaking, and my prayer 
is that I may justify to the full the confidence you are 
placing in me. (Applause.) 


Mr S. J. Pears: Mr President, gentlemen, it is my privilege 
and pleasure today to propose a vote of thanks to the Past- 
President for the manner in which he has carried out his 
duties during the year which has just ended. 

Tributes were paid to him when he was elected President 
and when he was elected Vice-President, to the extent and 
variety of his services to the Institute since he was elected 
to the Council in 1942. With the growth in size and influence 
of the Institute, the duties of the President become each year 
more exacting. This year, in addition to his duties at 
Moorgate Place in London, his visits to the district societies, 
he has represented the Institute with distinction in the 
United States of America, in Canada, Western Germany 
and in Holland. In the autumn the President, for the first 
time, attended the Summer Course at Oxford as a non- 
administrator, and he watched its great success, which was 
due in very large measure to the work which he had put into 
its organization in the former years. (Applause.) 

In May he presided at the banquet held in Guildhall, 
celebrating the seventy-fifth anniversary of the Institute, 
which was attended by many distinguished guests headed 
by the Duke of Edinburgh. On this occasion, as on all other 
occasions when he has presided, he did so with dignity, 
grace and a lightness of touch which ensured the success of 
the evening. 

The Past-President has said on several recent occasions 
that he has thoroughly enjoyed his year of office. It is this 
quality of enjoyment, apart from any other qualities, which 
he possesses, which has made his year such a success and 
endeared him, not only to the members of the Council, 
but to the many other members of the profession whom he 
has met during his year of office. 

Mr House was referred to last year as a Victorian: I, too, . 
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¿am a Victorian, and it gives me the greatest possible pleasure 
to propose this vote of thanks, which I call upon Mr Robson 
to second. 


Mr L. W. Rosson: Mr President, gentlemen, I am very 
honoured and exceedingly happy to be given the oppor- 
tunity of seconding this proposal. His services to his profes- 
sion are legion, but I suppose we shall always identify him 
with his work on the Examination Committee and, of course, 
with the Summer Course, which is now such an important 
feature of the Institute’s activities. 

When he was called to the presidency, it was in recognition 
of those manifold services; but, as Mr Pears has said, it was 
also a call to a very high office. I suppose the President of 
an Institute like ours might be described as our public 
relations officer number one, and I think Mr House had his 
first baptism of fire when he had to speak at the Scottish 
festivities in celebration of the centenary of one of the 
leading Scottish bodies. I was not there, but I heard 
reports of his work there. I met a very prominent Scottish 
accountant immediately afterwards, and he said: ‘You 
ought to be congratulated. Your Institute has a first-class 
President’. Gentlemen, I think that was a very happy 
¿augury for the functions, overseas and at home, which 
Mr House had to attend in order to represent our Institute. 
As Mr Pears has said, these tasks he has undertaken with 
great dignity and, in Mr Pears’ words, with a lightness of 
touch which is so essential. 

Reference was made to the fact that Mr House had enjoyed 
his year of office. I suppose one must interpret that term 
literally, but I suppose it cannot always be enjoyable to face 
up to the strain of preparing speeches, not only at our own 
domestic functions, at district societies, but when he has 
to face the public on much more important occasions. But 
I suppose that is the reason why he has performed his task 
so well, because no man really does well either at work or at 
play unless he enjoys both. 

I think it would be graceful to place on record the 
Council’s thanks to Mrs House for her contribution to 
Mr House’s successful work as our President in the past 
year. I detected in her considerable happiness when I saw 
her in the purdah, or somewhat lonely ladies’ gallery at the 
€ Guildhall, when she looked down and saw her husband 
there on such an important occasion, when our festive 
board was graced by the presence of the Duke of Edinburgh 
and many men distinguished in all walks of public life. 
I suppose that moment was some compensation for the 
inconvenience of having to put up with a husband holding 
such high office, and who has necessarily to spend so much 
time away from home, We are all very pleased indeed to 
place on record the Council’s tribute to her. 

With those few remarks, Mr House, I should like to 
second the resolution proposed by Mr Pears, and on behalf 
of the Council to convey to you our best thanks for the way 
in which you have carried out your task as the President of 
this Institute for the past year. (Applause.) 

— The vote of thanks was put to the meeting and carried 
with acclamation. 


Mr D. V. House: Mr President and gentlemen, a very 
happy year of office has come to an end and once again, 
after what seems a very short space of time, I rise in this 
Council Chamber to open with the words ‘Mr President’. 
It is a real pleasure so to address you, sir, on your first day 
of office. I congratulate you and I hope that your year of 
office will be as enjoyable for you and Mrs Carrington as 
mine has been to my, wife and to me. 

I am deeply grateful to Mr Pears and Mr Robson for all 
the very kind remarks which they have made about me in 
-proposing and seconding this motion, and I thank you, 
. gentlemen, for the generous way in which you have received 
it. I also thank you, Mr Robson, for your kind, references 
to Mrs House. 

Unlike some other Presidents, I have not kept a record 
of the number of miles I have travelled. (Laughter.) Had 
I done so I would probably have lost count by now; but 
I doubt whether any previous President has had the honour 
of representing the Institute in so many countries or on so 
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many special occasions. In such circumstances, one is 
privileged to realise to the full the high esteem in which our 
Institute is held, both at home and abroad. I have at all 
times endeavoured at least to maintain and, if possible, to 
enhance its prestige. If I have succeeded, even to some small 
extent, I shall feel suitably rewarded. 

I hope I shall be forgiven for mentioning as_the out- 
standing event of the year, our own banquet jn Guildhall. 
All members are conscious of the honour which His Royal 
Highness The Duke of Edinburgh paid to the Institute, 
not only by graciously accepting the invitation to attend, 
but also by proposing its health in such a gracious, generous 
and delightfully entertaining speech. f 

In the course of my address at the annual meeting, 
I paid tribute to the staff of the Institute, to the members of 
the Council, to the then Vice-President, to my partners, 
for the help and support which I had received. I need say 
no more now except to underline the sincere sentiments 
which I then expressed and which are on record. My apolo- 
gies are due to the Past-Presidents for not having specifically 
referred to them, and I now make good the omission. Their 
help and advice is not only readily available in time of 
need, but it is also invaluable. 

From the purely personal angle, continued good health 
and the tolerance and support of his wife are of vital import- 
ance if a President is to enjoy a year of office free from worry. 
I have been exceedingly fortunate in both those respects. 

May I conclude by expressing my very real gratitude to 
you all for the honour which you did me a year ago and for 
having given me the opportunity of rendering further 
service to the profession, to which I already owed so much, 
in the highest position which this Institute can offer. 
(Applause.) 


Re-admissions 


One application for re-admission to membership was not 
acceded to and one application was deferred. 


Reduction in Period of Service under Articles 


One application under bye-law 61 for a reduction in the 
period of service under articles was acceded to. 


Appointments to Committees 
The following committees were appointed for the year 
1955-56. 


President ex-officio member of all Committees other than 
the Disciplinary and Investigation Committees. 


Vice-President ex officio member of all Committees other than 
the Disciplinary, Investigation and P. D. Leake Committees. 


Applications 
J. Blakey, C. W. Boyce, D. A. Clarke, J. Clayton, E. C. Corton, 
W. G. Densem, W. W. Fea, Sir S. H. Gillett, R. B. Leech, 
R. McNeil, C. U. Peat, P. V. Roberts, L. W. Robson, G. F. 
Saunders, K. G. Shuttleworth, G. L. C. Touche, M. Wheatley 
Jones, E. F. G. Whinney, R. P. Winter. ë 


Disciplinary . 
W. L. Barrows, Sir H. M. Barton, Sir B. H. Binder, W. G. 
Campbell, A. Š. H. Dicker, Sir 8. H. Gillett, Sir H. G. Howitt, 
P. M. Rees, G. F. Saunders, G. D. Shepherd, C, M. Strachan, 
A. D. Walker, Sir N. E. Waterhouse. 


District Societies 


D. A. Clarke, S. W. Cornwell, E, C. Corton, A. S. H. Dicker, 
P. F. Granger, R. B. Leech, R. McNeil, C. U. Peat, L. W. Robson, 
G. D. Shepherd, K. G. Shuttleworth, C. M. Strachan, E. D. 
Taylor, A. D. Walker, Sir N. E, Waterhouse, M. Wheatley 
Jones, R. P. Winter. 


Examination 


W. L. Barrows, T. A. H. Baynes, W. G. Campbell, P. F. 
Carpenter, D. A. Clarke, W. G. Densem, A. S. H. Dicker, 
D. V. House, W. H, Lawson, R. McNeil, P. M. Rees, B 
Smallpeice, E, G. Tarner, A. D. Walker. 
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‘Finance 
D. A. Clarke, J. Clayton, E. C. GN A. 8. H. Dicker, W. W. 
Fea, Sir S H. Gillett, R. B. Leech, K. A. E. encores D V. 
Roberts, L. W. Robson, K. G. Shuttleworth, E, D. Taylor, 
G. L. e Touche, E. G. Turner, A. D . Walker, M. Wheatley 
Jones, E. F. G. Whinney. 


General Purposes 
H. G. Ash, W. L. Barrows, Sir H. M. Barton, J. Blakey, C. W. 
Boyce, 5. W. Cornwell, D. V. House, Sir H. G. Howitt, K. A. E. 
Moore, C. U. Peat, P. M. Rees, Sir T..B. Robson, G. D, Shepherd, 
C. M. Strachan, 'and the Chairmen or Vice-Chairmen of the 
Finance, Investigation and Parliamentary and Law Committees. 


Investigation 


H. G. Ash, J. Blakey, C. W. Boyce, P. F. Carpenter, G. R. 
Freeman, P. F. Granger, D. V. House, S. J. Pears, E. D. Taylor. 


Library 


T. A. H. Baynes, P, F. Carpenter, D. A. Clarke, L Clayton, P. V. 
Roberts, K. G. Shuttleworth, A. D. Walker, E. F. G. Whinney, 
R. P. Winter. 

Overseas Relations 
Sir H. M. Barton, W. G. Densem, Sir H. G. Howitt, S. J. Pears, 
Sir T. B. Robson, G. D. Shepherd and the Chairman of the 
Parliamentary and Law Committee. 


Parliamentary and Law 


Sir B. H. Binder, W. G. Campbell, J. Clayton, r F. Granger, 
Sir H. G. Howitt, W. H. Lawson, S. J. Pears, P. V. Roberts, 
Sir T. B. Robson, G. F. Saunders, C. M. Strachan, G. L. c. 


` Touche. 
P. D. Leahe 
W. L. been W. G. Campbell, D. V. House, Sir T., B. Robson. 


Summer Course 
W. L. Barrows, T. A. H. Baynes, P. F. Carpenter, W. W. Fea, 
D. V. House, G. F. Saunders, E. G. T 


umer. 


Taxation and Research Committee 
The following members were re-appointed by the Council 
to serve on the Taxation and Research Committee for the 
year commencing October rst, 1955. 
Messrs T. F. Birch, P. F. Carpenter, D. A. Clarke, W. G. 


Densem, S. M. Duncan, A. R. English, W. S. Hayes, J. H. 
Mann, G. P. Morgan-Jones, E. F. G. Whinney. 


London and District Society of Chartered 
Accountants 


The following members were re-appointed by the Council 
to serve on the committee of the London and District 
Society of Chartered Accountants for the ensuing year: 


Mr D. A. Clarke, Sir Harold Gillett, Mr E. F. G. Whinney. 


Exemption from the Intermediate Examination 


One application under bye-law 85 (6) for exemption from 
the Intermediate examination was acceded to. 


Articled Clerks in Industrial Organizations 


Two applications under bye-law 58 (c) from articled clerks 
to spend periods not exceeding six months in industrial 
organizations during service under articles were acceded to. 


Articled Clerks engagins in Other Business 


One application under bye-law 57 from an articled clerk to 
engage during his service under articles in other business 
for the sole purpose and to the limited extent specified in 
the application was acceded to. 


Certificates of Practice etc. 
It was resolved: 
(1) That certificates of practice be issued to the following 
seventeen associates who have commenced to practise: 


Asbury, Leonard Stuart; 1955, A.C.A. (C. 8. Asbury & Son), 
. I3A College Hill, Shrewsbury, a ; 
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Avery, Arthur Roy; 1948, A CA: 10 Montrose Avenue, Lilling- 
ton, near Leamington Spa g 

Baidwin, John Bernard; 1955, A.C.A.; (John B. Baldwin & Co), 
gA Carlton Road, New Malden, Surrey. 

Brief, Morris, B.A; 1951, A.C.A; (S. Brief & Co), Gwydir 
Chambers, 104 High Holborn, ENEE we. 

Evans, Dennis Benjamin; x950, A.C (*Russell, Fleming, 
Boys & Co), 94 Church Road, Hove, < Bue 

Forster, Michael Kay; 1948, A.C. A.; (Robert J: Ward & Co), 
a Terrace House, 3 Robert Street, Adelphi, London, 


Henderson, William Buchan; 1952, A.C.A.; (*Hays, Akers & 
Hays), 1 Queen Victoria Street, London, EC4. 


Heron, (Miss) aerer Elizabeth; 1954, A. é. Aw (J: 
Robinson & Co), Bank Chambers, Murray Road, WEE 
Cumberland. 


King, Robert Gordon; 1950, A.C.A.; 20 Lon-y-Dderwen, 
Rhiwbina, Cardiff. 
Levinson, Percy David, as (com.); 1955, A.C.A.; 60 Agecroft 
Road West, Prestwich, Manchester. 
Moore, Kenneth Sawyer; 1938, A.C.A; (*Jenks, Percival, 
Pidgeon & Co), 14 Finsbury Circus, London, ECz. 
ewman, Peter Herbert Heinz, B.sc.(RCON.); 1955, A.C.A.; 312 
Regents Park Road, ys ren N3. 
Robinson, John Keith; 1955, A.C.A; (J. F. W. Robinson & 
Co), Bank Chambers, Murray Road Workington, Cumberland. 
Smith, Anthony Thomas; 1952, A.C. A.; 58 Myddelton Square, 
London, EC1. 
Smith, Harry Graham, MA: 1955, A.C.A; (Thomas & Smith), 
3 Green Lane, Redruth, Cornwa 
SCT Ronald Ernest; 1952, A.C A. ; 16 The Rise, Edgware, 
€sex. 
Wilsdon, Richard Albert; 1951, A.C.A.; (*Hare, Kelly, Wilsdon. 
& Co), 12—14 Jury Street, Warwick. 


(2) That fourteen associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye-law 31). 

A list of those who complete their fellowship before 
June 14th will appear in The Accountant of June 18th. 


Resignation 
The Council accepted the resignation of: 
Mr Francis Robert Carnegie Steele, p.c.a., Boston, U.S.A. 


Registration of Articles 


The Secretary reported that 80 articles of clerkship were 
registered during the month of May 1955, as compared 
with 72 in May 1954, making a total of 489 since January 
Ist, 1955, as compared with 523 for the same period in 1954. 


Deaths of Members 


The Council received with regret the Secretary’s report of 
the deaths of the following members: 


Mr Alfred Alexander Bent, ¥.c.a., Leicester. 
» George Douglas Langton Berry, A.C.A., Leicester. 
vn Henry Francois Dubuis, A.C.A., Guildford. 
„» Percival Davies Folkes, F.c.a. , Stourbridge. 
» Henry Walton Jones, A.C.A., Harrogate. 
„» Charles Hannibal Italo Locatelli, a.c.a., London. 
» William Arnold Mather, A.C.A., Southport. 
vn Arthur Edward Parker, r.c.a., Tadworth. 
» Evelyn Lloyd Tanner, M.A., F.c.A., Egham. 
» John Franklyn Venner, c. M. G., F.C.A, , London, 
» Sidney Whitaker, A.C.A., Birmingham. 
», Errington York, M.A., F. C.A. , London. 


Mr George Bailey 
Mr Arthur Walter Christmas 


Mr George Bailey, a Past-President of the American 
Institute of Accountants, and Mr Arthur Walter Christmas, 
Vice-President of the New Zealand Society of Accountants, 
who are on a visit to this country, were received by the 
Council after the conclusion of its meeting. The President 
extended to them a hearty welcome, to which Mr Bailey 
and Mr Christmas suitably replied. 


* placed against a firm name signifies that the firm is not ex- 


, clusively composed of members of the Institute. S 
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Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 
| hearing held on May 3rd, 1955. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Clifford 
Pollard, a.c.a., of Mill Hill, London, NW7, failed to 
satisfy a judgment debt within the meaning of clause 
21, sub-clause (4) of the supplemental Royal Charter 
in that he failed to satisfy a judgment obtained against 
him by a certain person in the Willesden County 
Court for the sum of {40 19s 11d representing wages 
and expenses due to that person, so as to render 
himself liable to exclusion or suspension from 
membership of the Institute. The Committee found 


that the formal complaint against Clifford Pollard, 
A.C.A. had been proved and the Committee ordered 
that Clifford Pollard, a.c.a., of 5 Lawrence Gardens, 
Mill Hill, London, NW7, be reprimanded. 


We are asked to state that Mr Clifford Pollard, 
B.COM., F.c.A., of Messrs C. Pollard & Co, Williams 
Deacon’s Bank Chambers, 2 The Downs, Altrincham, 
Cheshire, has no connection with Mr Clifford Pollard, 
A.C.A., of 5 Lawrence Gardens, Mill Hill, London, 
N Wv. — Editor. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 
EXCERPTS FROM THE CHAIRMAN’S ADDRESS 


Qualities of a Chartered Accountant 


The thirteenth annual general meeting of the London 
and District Society of Chartered Accountants was 
held in the Oak Hall of the Institute on May 24th, with 
Mr J. H. Mann, M.B.E., M.A, F.C.A., Chairman, 
presiding. The report of the committee for the year to 
March 31st, 1955, was taken as read. 

In the course of his address the Chairman said that 
the year had been an active one. He continued: 


Membership 


‘Our membership shows a modest increase of 7o during the 
year and now totals 2,590; but the total number of qualified 
men and women in our area is over 5,000. I would ask those 
who are not members to consider joining our Society by the 
very simple process of writing a letter to our secretary; there 
is no subscription. But we do not merely want additional 


names on the register; what we want are additional bodies 


on the chairs or, better still, upright bodies standing on 
their feet... . I feel that the number of candidates in 
practice seeking election is a healthy and encouraging sign. 


Chairman’s Badge of Office 


‘You may be interested to hear that my successor will wear 
a badge of office when representing our Society. As your 
representative, I was very pleased to attend dinners and 
functions of the other district societies: on these occasions, 
each district president wears the badge of his society. 
London’s representative is the only one without a badge — 


_ the only King Penguin, and I received and enjoyed quite a 


lot of good-humoured banter on the subject. Your committee 
has now decided that I am to be the last of the King 
Penguins and my successor will be properly dressed. I think 
that this is right, because your Chairman is usually given a 
place of honour at the top table and it is only courteous that 
he should fall into line with other district societies and show 
to all concerned that he is attending as a representative and 
not as a private individual. e 


Management Accounting Course 


“Your committee has had under consideration a residential 
course on some aspects of management accounting. With 
the notice of this meeting, you were invited to indicate your 
interest in this subject, and ros replies have been received 
in support. Being cautious people, your committee will no 
doubt discount your present enthusiasm, but I think you 
have given enough encouragement to enable them to 
proceed. This is a new venture for London and your com- 
mittee is happy to accept a suggestion that we might co- 
operate with Birmingham in the arrangements. Owing to 
the autumn meeting at Southport this year, and the usual 
pressure of work in spring, we shall probably plan for a 
week-end course in July 1956, preferably at Oxford. 


Qualities of a Chartered Accountant 


‘What are the qualities that we look for in a chartered 
accountant — in ourselves? This has no doubt been answered 
many times before and much better than I can hope to do. 

‘I would put these qualities in three groups, each falling 
under the letter ‘Œ — craftsmanship, common sense and 
character. 

‘First, craftsmanship. We must, of course, take our job 
seriously — but never ourselves. We are right to have pride 
in our craft. In the words of Ecclesiasticus, “They will 
maintain the fabric of the world; and in the handicraft of 
their craft is their prayer.” Mere accumulation of knowledge 
is not wisdom, and one of our difficulties is how to deal with 
the spate of paper, professional and otherwise, that keeps 
flooding over our heads. We must try to be selective in our 
reading; that is one of the reasons why the Council’s recom- 
mendations and publications are so valuable. They sum- 
marize the best practice and offer us the distilled essence 
of thought on a particular subject. We may not always accept 
their findings, but we ignore them at our peril. 

‘Secondly, common sense — that most uncommon attri- 
bute. We have been called nice, but negative. At times we 
have to be negative, but I think we could be more positively 
negative than we dre; in other words, we could perhaps be 
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more constructive in our criticism. You may say to a client: 
“We cannot accept this; but if you put it in that way, giving 
the necessary information, it will present a view that is both 
true and fair.” It ts good to have imagination, but it must 
be tempered by a sense of proportion — by practical con- 
siderations. Is a costing system on these lines really going 
to work with our staff? Will it produce results economically 
that can be effectively translated into action? We may have 
our eyes on the stars, but we must have our feet on the 
ground. Flexibility is perhaps the keynote — a supple mind 
but not an elastic conscience. 


Character 


‘Finally, character. Inflexibility must rather be the keynote 
here. I can only mention some of the qualities — concentra- 
tion, cheerfulness, courage —all these are particularly 
necessary in the early days when one is struggling to get 
through examinations and to make one’s mark. Indepen- 
dence, impartiality, integrity-I do not much care for 
abstract nouns, so let us try a few specific questions. 

‘Do we occasionally turn a blind eye or allow a tough and 
important client to over-persuade us? Do we allow a half- 
truth to leave the office? Do we deal a fair hand to the 
Inland Revenue or do we sometimes forget the expensive 
Joker in the drawer? If in industry, do we stand up to our 
employer on a point of principle, when he can transfer our 
only “audit” with a wave of his hand? 

“If we stood up to certain of our clients — or our employers 
~ and stated clearly the principle at issue, do you not feel 
that they would either accept our view — and think all the 
more of us — or that we would be better to part? We should, 
in the picturesque American phrase, be bird dogs- not 
kennel dogs sitting on our tails. The search for the true and 
fair view entails a lot of worries; it does not make for an easy 
life; but isn’t it interesting? — and it does make for a quiet 
conscience. . . . 

“What we are really celebrating this month is our good 
name — the good name of chartered accountancy, and we can 
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only justify and maintain that most precious asset by a 
constant vigilance. Sooner or later a crisis comes to all of us 
when we have to take a stand; it ts then that our early 
training and our own self-discipline makes or mars our 
decision. It is character that counts. .. .’ 

The Chairman expressed appreciation of the support 
and assistance that he had received during his year of 
office, and paid a special tribute to the Hon, Secretary, 
Mr J. W. G. Cocke, T.D., M.A., A.C.A. 


ELECTIONS TO THE COMMITTEE 


After the adoption of the annual report, the scrutineéers 
reported the election of the following members to fill 
vacancies on the committee: 
Members in Practice 
Messrs G. R. Appleyard, F.c.a.; L. R. Elcombe, 
F.c.a., and N. Castleton Elliott, M.A., F.C.A. 
Seven hundred and seventy-six voting papers were 
returned within the allotted time; one was invalid. 
No election was necessary in the following categories, 
those nominated filling the vacancies: 
Members employed in the service of a practising accountant 
Messrs O. C. Cross, A.c.a. and G. B. C. Hughes, 
B.A., A.C.A. 
Members neither in practice nor employed in the service of 
a practising accountant 
Messrs R. E. Davis, A.C.A., and J. R. Robinson, A.C.A. 


Reception 
After the annual meeting there was an informal 
reception at which the 110 members present had the 
opportunity of meeting London members of the 
Council of the Institute and members of the committee 
of the Society. Refreshments were served. 


NOTES AND NOTICES 


Personal 
Messrs EDWARD Moore & Sons, Chartered Account- 
ants, of Thames House, Queen Street Place, London, 
EC4, announce with regret the sudden death on May 
31st, 1955, of Mr JOHN FRANKLYN VENNER, C.M.G., 
F.C.A. Mr VENNER was articled to the firm in roro, 
qualified in 1924 and was admitted as a partner in 1926. 

Messrs WHITEHILL Marsu Jackson & Co, Char- 
tered Accountants, announce that from June 11th, 
1955, the address of all departments of their London 
office will be Warwick House, Warwick Court, Gray’s 
Inn, WC. Telephone: Chancery 4593. 

Messrs T. E. Lowe & Co, Incorporated Account- 
ants, of 28 Waterloo Road, Wolverhampton, announce 
that as ‘from July 1st, 1955, Mr W. C. Sproson, 
F.S.A.A., is retiring from the partnership to enable him 
to accept an appointment as chairman of a public 
company. Mr ROBERT BROMLEY, F.S.A.A., together 
with Mr SIDNEY BAINES, A.C.A., who is being admitted 
as a partner, will continue the practice. Mr BAINES 
has been associated with the firm for some years. 
Mr W. C. Sproson will continue in practice at the 
same address, and his services will be available to the 
partnership in an advisory capacity. 

Messrs RIDLEY, HEsLOP & SANER, Chartered 
Accountants, of ro New Court, Lincoln’s Inn, 
London, WC2, announce that as from June Ist, 1955, 


partnership as from May sth, 1955. 


they have absorbed the firm of H. L. BERLAK & Co, in 
which they have been associated with Mr K. J. 
DESSAUER, A.C.A., for the past two years. At the same 
time Mr D E. CHURCH, A.C.A., who has been a 
member of the staff since 1942, has been admitted 
into partnership. The firm name will remain un- 
changed. The office at 32 Watling Street, London, 
EC4, has been closed and additional accommodation 
has been acquired at the above address. 

Mr KENNETH Topp, F.c.a. (Lawrie & Todd), of 
3 Granby Street, Leicester, and Mr Ww. T. TANSER, 
F.c.A.. of 4 The Crescent, King Street, Leicester, 
announce that as from June ist, 1955, they have 
merged their practices and will continue as partners 
under the style of Topp, Tanser & Co, Chartered 
Accountants, at both of the above addresses. l 

Messrs CRITCHLEY, Warp & Picotr, Chartere 
Accountants, of Boswell House, 1-5 Broad Street, 
Oxford, announce that as from June Ist, 1955, the 
present partners were joined by Mr SYDNEY ERNEST 
CLARK, M.A.(OXON), A.C.A., who has been associated 
with the firm for many years. The name of the firm 
will remain unchanged. 

Messrs Cuas. CLEMETSON & Co, Chartered Ac- 
countants, of 34 Pencester Road, Dover, announce 
that Mr C. H. CLEMETSON, F.c.a., retired from the 


4 


E 
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June 11th, 1955 


Obituary 
HERBERT JOHN PAGE, F.C.A. 


It was with great regret that we heard of the death, 
on June 3rd in his eighty-fourth year, of Mr Herbert 
John Page, F.c.a., formerly senior partner in the firm 
of Kemp, Chatteris & Co, Chartered Accountants, 
and a member of the Council of the Institute. 

Articled in 1890 to Mr H. P. Gould of Norwich, 
Mr Page gained First Place in the Final examination 
in December 1894, being admitted an Associate of 
the Institute in 1895, and elected to Fellowship in 
1902. He was a partner with Messrs Hudson Smith, 
Briggs & Co, when that firm amalgamated with 
Kemp, Chatteris & Co in 1925, and in 1942 he became 
senior partner in the firm on the death of Mr Harold 
Kemp. He retired in March 1951. 

Mr Page was a member of the former London 
Members’ Committee and he served on the Council 
of the Institute from 1939 to 1949. From 1943 to 1949 
he was also a member of the Taxation and Financial 
Relations Committee, being Vice-Chairman in 1943- 
45 and Chairman in 1945-46. 


The Association of Certified and Corporate 
, Accountants 
ANNUAL CONFERENCE IN EDINBURGH 


The papers and speakers at the business sessions of 
the Association’s annual conference in Edinburgh from 
September 30th to October 4th next are as follows: 
‘Back duty: the present position’, by Mr Ronald Staples, 
Founder-Editor of Taxation. 
‘The place of the accountant in modern society’, by 
Mr Harold Wincott, Editor of The Investors’ Chronicle. 
‘Accounting for human nature: management accounting 
in action’, by Mr F. A. Callaby, F.A.¢.c.A., F.C.W.A., 
Financial Controller of .the Westinghouse group of 
companies. 
Mr W. Macfarlane Gray, F.a.c.c.a., President of the 
Association, will be in the chair at these sessions. 


Chartered Accountants’ Golfing Society 


The fifty-sixth annual meeting of the Chartered 
Accountants’ Golfing Society was held on May r4th, 
at The George Hotel, Rye. The accounts for the year 
to March 31st, 1955, were received and adopted, and 


‘the following officers were elected: 


President: Mr J. B. Pittman, F.c.a. 

Vice-Presidents: Messrs L. R. Elcombe, F.c.a., D. V. 
House, F.c.a., and R. J. Pigott, F.C.A. 

Captain: Mr J. D. Green, F.C.A. 

Vice-Captain: Mr H. Lemmon, F.C.A. 

Hon. Secretary and Treasurer: Mr D. V. House, F.c.a. 

Hon. Match Secretary: Mr J. B. P. Williamson, F.c.a. 

Committee: Messrs C. E. M. Emmerson, F.c.a., and 
P. V. Roberts, A.c.a.,,were re-elected to the Committee, and 
Mr L. E. Parsons, F.C.A., was appointed to fill a vacancy. 
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Hon, Auditor: Mr J. S. Hyland, F.c.a., was reappointed 
auditor and a vote of thanks for his services was passed. 

In conjunction with the meeting, competitions 
were held on Rye Golf Course and forty-four members 
enjoyed the play in the excellent weather on Saturday 
and Sunday. Prizes were presented by the Captain 
(Mr J. S. Hyland), the President of the Institute 
(Mr D. V. House) and the Society. 


Stableford Singles RESULTS 
E. Hargreaves 12) 21 + 104 = 314* points 
J. H. L. Davies (15) +134 = 3rit ,, 
C. C. Living (16) I7 + 14 = 31 n 
C. M. Daniel (ol 23+ 74 = 303 ,, 
N. W. Collett déi 21 + gf = 308 ,, 
H. Lemmon (8 22+ 7 = 29 s; 
J. B. P. Williamson (8) 22+ 7 = 29 S 
C. I. Steen (12) 18 + 10% = 284 ,, 
P. Wand (12) 18 + 104 = 28} ,„ 
H. G. J. Foulger (14) 16 + 124 = 281 ,, 
R. A. Daniel (9) 20 + 7 = 27h 4, 
H. T. Nicholson G7) 13 -+ 14$ = 27í£ ,, 
S. W. Penwill (18) 12 + 15 = 273 ,, 
J. B. Pittman (ro) 19 + 8% = 27 e 
C. J. M. Bennett (14) 15 + 124 = 27} °; 
H. W. Pitt (oi I9 + zë 26 , 
D. V. House (18) II + 15% = 26% i 
S. G. Sillem (3) 24+ 25 =265%1 ,, 
J. E. Talbot (20) 9 -+ 17$ = 26% ,, 
H. C. Staines (6) 21 -+ si= 26} ,, 
D. W. Gibson (8) 19+ 7 = 26 j5 


*Wins Captain’s Prize. 
+Wins Second Prize. {Wins Scratch Prize. 


Greensome Bogey (points scoring) 


J. H. L. Davies and P. Wan 31* points 
H. E. Harden and W. M. Price 271 ` o 
R. A. Daniel and W. O. Newcomb 26 d 
D. V. Littlejohn and H. W. Pitt .. 25 e 
S. G. Sillem and W. B. Paton .. 25 S 
D. W. Gibson and S. W. Penwiill.. 25 së 


N. W. Collett and C. C. Living .. 25 . 
*Wins First Prize. + Wins Second Prize. 
Stableford Foursomes 
D. W. Gibson (8) and C. C. ae (16) I 
2 + 10$ == 324;* points 
L. R. Elcombe (17) and E. Hargreaves, (r2) 


9+ I2 i == 3I tet ” 
H. G. Foulger (14) and W. Se Newcombe (7) 
9 is == 30 Ys 32 
R. A. Daniel (9) and J. E. Talbot (20) 
17 + 12B =20% » 
N. W. Collett (11) and H. T. D (17) 
Sek 12 Í SC 29 f ” 
J. B. Pittman (ro) and C. I. a (12) | 


19 + of — 28 if 35 
D. L. Thomas (13) and H. C. See Ki 
o + > 28 i >, 


J. Clayton (6) and D. V. Littlejohn véi 


3 y I 9 AR == == 27 ei ” 
Wins President of the Institute’s Prize.° 


Wins Second Prize. 
Nine-hole Fourball 
R. A. Daniel and H. C. Staines 40 — 32 = 36} points 
D. V. House and C. I. Steen 44 — 7% = 364 ,, 
D. W. Gibson and C. C. Living 43 —6 =37 » 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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MATCH WITH LONDON SOLICITORS? GOLFING SOCIETY 


The annual match with the London Solicitors’ 
Golfing Society was held on May zrst, at the Royal 
Ashdown Forest Golf Club, Forest Row. Last year 
the Chartered Accountants beat the Solicitors by 
5 matches to 3, but this time the Solicitors took their 
revenge by 54 matches to 24 matches. The scores 


Accountants 
. T. W. Easby 
. E. H. Beresford I 


r up 
. B. P. Williamson 


Fri 
x 
E 
5 
o 
{o 
+ 
Ta 


P. Marriage l J 

J. G. Hopton ır hole 1 D. W. Gibson o 

H. W. Meaby J. K. Dick 

J. G. Petch 6/5 I L.. R. Elcombe ° 

F. S. Harries T. W. Auker 

F. Perkins 5/4 1 K. Bristow ° 

3 I 

AFTERNOON 

P. Marriage M. T., W. Easby 

F. R. Furber 3/2 I J. B. P. Williamson ° 

H. W. Meaby J. E. H. Beresford 

F. S. Harries ° J. K. Dick air I 

J. G. Petch T. W. Auker 

J. G. Hopton 715 I D. W. Gibson o 

F, Perkins K. Bristow 

R. C. Clifford-Turner L. R. Elcombe $ 
Final Result si 2% 


Northern Society of Chartered Accountants 
GoLr MATcH Wits LOCAL INSPECTORS OF TAXES 


Last year’s match having ended in a draw, the 
members of the Northern Society of Chartered 
Accountants’ Golfing Association played well to win 
this time against the local Inspectors of Taxes. The 
match was played at Morpeth on May 24th, and the 
Northern Society was victorious by 164 matches to 64. 
The Inspectors presented the Accountants with a 
metal medallion in tribute of their win and it was 
atranged that this should be awarded each year to 
the winning side. ° 


Blackpool and Fylde Students? Society 


The report of the Committee of the Blackpool and 
Fylde Chartered Accountants’ Students’ Society for 
the year ended December 31st, 1954, shows member- 
ship to number 48. The Society passed an active 
year in 1954; a number of lecture meetings were held 
and two visits to factories at Blackburn were arranged 
which members found interesting and instructive. 
The first of a regular series of monthly luncheon 
meetings took place in October; these meetings have 
proved most successful. 


MOTOR —- FIRE——~CONSEQUENTIAL LOSS 


CAR & GENERAL 


83 PALL MALL, LONDON, SW1 
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The officers and committee of the Society for the 
ensuing year have been elected as follows: i 

Chairman: Mr J. S. Darwell, F.C.A. 

Vice-Chairman; Mr J. C. Bryan, A.C.A. 

Hon. Treasurer: Mr P. J. Gunson. 

Hon. Secretary: Mr G. H. A. Wells, c/o Messrs John 
Potter and Harrison, 22 Birley Street, Blackpool. 

Committee: Messrs W. H. Eastwood, L. Hamby, J. 
Liptrot, D. W. Meal, D. B. Nowell-Withers, G. E. Nuttall 
and P. C. B. Southern. 


SEVENTY-FIVE YEARS AGO 
From The Accountant oF JUNE 12TH, 1880 
A leading article entitled 
CHARTERED ACCOUNTANTS 

We give elsewhere the text of the official document 
for the incorporation of accountants, under the title of 
The Institute of Chartered Accountants in England 
and Wales. Some weeks ago, immediately after the 
approval of the draft by Her Majesty the Queen, we 
gave the substance of the provisions contained in the 
(then) proposed Charter; it need therefore only be 
added that the document, now placed in the hands of 
accountants, will be found to be simply an elaboration 
of the sketch we printed at that time. Since that 
period the first meeting of the first Council, appointed 
by the Charter itself, has been held, and the pre- 
liminaries arranged under which the Chartered 
Institute has commenced its active public career. 

Of the manifold advantages of incorporation both 
to accountants and to the public, it is not necessary at 
this stage that we should speak; such a recital would 
simply amount to a repetition of what representative 
accountants have for the past few years fully recog- 
nized and advocated, and of what we have in these 
columns often and persistently urged. Professionally 
speaking the Charter will raise the status of account- 
ants, and will secure all the obvious benefits of 
consolidation and unity of purpose; whilst to the 
public, who stand in the capacity of employers, the 
Chartered Institute will offer on behalf of its members 
a guarantee alike of efficiency and of reputation. 

To congratulate accountants on this event, which at 
once gives them a recognised position and a title 
which may not be pirated with impunity—would be 
somewhat akin to the spectacle of a man shaking hands 
with himself. We may however say, as representing 
the profession in the press, that we are sure that all real 
accountants feel considerable pleasure and satisfaction 
at this new start, and that combined with this feeling 
will be one of gratitude to those representative 
members who have, at the cost of much personal 
trouble, and loss of time—and a professional man’s 
time is practically money—secured for their brethren 
the status and title of ‘Chartered’ Accountant.” 
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ESTABLISHED 1874 
VOL. CXXXII. NO. 4200 


ROYAL COMMISSION 
REPORT -II 


DEDUCTIONS FOR EXPENSES 


F the great variety of topics discussed in the final report 

of the Royal Commission on the Taxation of Profits and 

Income! perhaps that with the widest interest is the 
general consideration in chapters 5 and ro of the rules relating 
to the deduction of expenses, both for Schedule D and for 
Schedule E. A great deal of time was spent on them at the public 
sessions of the Commission and numerous submissions were 
made. 

The Commission have come to the conclusion that the general 
Schedule D rule on expenses is not too narrow and that the 
only difficulty the rule might create is that it does not appear 
to contemplate any apportionment of an expenditure which is 
attributable partly to the objects of the trade, profession or 
vocation, and partly to other objects. The rule requires the 
expenditure to be ‘wholly and exclusively’ for the purposes of 
the trade etc. However, the practice of dissecting expenditure is 
now well established and has legal authority to support it and 
therefore the Commission do not think that any statutory 
recognition of the right to apportion is called for. 

Equally the Commission reject suggestions that the rule 
should be further cut down so as to restrict a trader’s power 
to use his own judgment in relation to items like entertainment 
and advertising. They fully accept that advertising and entertain- 
ing are proper costs of business, chargeable against gross proceeds 
for the purpose of arriving at true profit. This ts welcome news, 
not only to business men but also to tax practitioners. It is true 
that there are many kinds of business entertaining from which 
the payer derives a good deal of personal enjoyment and which 
give rise to a feeling of envy in other taxpayers not so fortunately 
placed. However, practically every calling has its incidental 
advantages of one sort or another and taxation is complicated 
enough without making further differentiations which depend 
on subjective tests. . 

The words of the Schedule D expenses rule do not expressly 
require that expenditure must be incurred for the purpose of 
earning profit, but Lorp Davey, in Strong & Co of Romsey Lid v. 
Woodtfield* in effect put that gloss upon it. This gloss has been 
a great stumbling-block for the taxpayer in borderline cases, 
and has worked very harshly. The Inland Revenue and the 
dissenting minority of the Commission are at one in desiring that 


1 Cmd. 9474. H.M.S.O. 12s 6d net. : 
2 [1906] 5 T.C. 215, 220. ` 
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LorpD DAVEY’s restriction should remain, but the 
majority recommend that it should be abolished. 

Another source of irritation for taxpayers is the 
widespread application of the Law Shipping 
decision’ to expenditure which has little resem- 
blance to the expenditure in that case. Frequently, 
many taxpayers who buy plant, machinery or 
property and proceed to repair it, find that the 
cost of repair is disallowed as being capital 
expenditure. Despite strong representations made, 
the point is not mentioned in the report, so the 
restriction is apparently to stay. 


Schedule E 


Turning now to Schedule E, we have more 
than once advanced the view in these columns 
that the expenses rule was too narrow. This view 
was of course also advanced — often and forcibly + 
to the Commission. It is gratifying to learn that 
the Commission find the test of ‘necessity’ to be 
an unreal one. It is as unreal as the provision for 
deducting the cost of maintaining a horse. To 
make matters worse for the taxpayer, the Inland 
Revenue have in general applied a meaning to 
‘necessarily’ which implies the existence of an 
insistent employer. During the course of one of 
the public sessions, one of the three dissenting 
members of the Commission pointed out that 
some directors and employees were in a position 
to tell their employers what they must insist on. 
On the other hand, as the majority say in their 
report, there are employments without any 
employer, where the precise obligations are not 
defined. This is particularly so in the case of a 
clergyman and the report says that the Revenue’s 
interpretation of the expenses rule in relation to 
clergymen involves too limited a conception of 
what their duties are. 

The nfajority also say that Schedule E taxpayers 
both in.the Church and in other professions are 
obliged not only to be skilled in learning at the 
beginning of their employment, but to remain 
skilled, and that this often involves the purchase 
of books and magazines, attendance at conferences, 
travel for research, purchase of instruments, and 
the like. We might add that things now move 
rather faster than they did in 1853 when the 
Schedule E expenses rule was first introduced. 


: ee Shipping Co Ltd v. CLR. (3 A.T.C, 110; 12 T.C. 
aI). ° x 
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The report goes on to comment that the rule, 
forces the Revenue into making unreal distinctions 
between what the employer insists upon and 
what he does not; between what is necessary 
and what is desirable; between maintaining 
knowledge and skill for an existing post, and 
acquiring improved knowledge and skill for a 
different post. 

The report sets out certain general conclusions. 
One is that the form of the Schedule E expenses 
rule is calculated to provide a narrower allowance 
than the Schedule D rule, and although there 
are many employments in which no hardship is 
caused, there is a number to which the Schedule 
E rule fails to do justice. The second conclusion 
is that there is no good reason to be less generous 
under Schedule E than under Schedule D, 
except to the limited extent that some difference 
in treatment is inherent in the nature of the 
two kinds of income. The third is that the 
Commission are bound to recommend some 
adjustment. 


The Recommendation 


After rejecting solutions consisting of increasing 

the earned income allowance for Schedule E, 

allowing a universal fixed sum or percentage for 

expenses, or arbitrary sums for specific employ- ` 
ments, the majority recommend that the rule 

be reworded to permit the deduction of 

‘all expenses reasonably incurred for the appro- 

priate performance of the duties of the office or 

employment’. 

It is anticipated that this will prevent an undue 
concentration on the test of whether the employee 
would have actually broken the terms of his 
employment if he had not incurred the expense. 
On the other hand, the majority admit that it 
does not go as far as some of the critics of the 
existing rule would have liked. It will not 
include ‘self-improvement’ except so far as such 
expense is fairly related to the duties of the 
current employment. The application of the 
new rule, if adopted, will still involve considera- 
tion of what the employer requires, of the 
prevailing practice in comparable employments 
and of the provision which the employer himself 
makes at his own expense. 

Perhaps by way of consolation to the Revenue, 
the majority add that they do not consider that 
the change would open the door very wide. ‘The 
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test would remain an objective one and the 
Revenue would be protected (which they are not 
under Schedule D) by the condition that the 
expenditure must be reasonably directed to its 
purpose. The majority also call to mind that an 
employee will not normally incur an expense 
merely because part of the money would other- 
wise go to the Revenue. As to the objection that 
by buying books the employee may build up a 
valuable library tax-free which he can then 
dispose of second-hand, the majority say shortly 
that this is too thin a point to trouble about. 

The report adds a word about the official 
administration of the two expenses rules, namely, 
that the Commission had formed the impression 
that some of the complaints about the unfairness 
of Schedule E in comparison with Schedule D 
arose from nothing more than Jack of liaison 
between those responsible for dealing with the 
respective claims. There was also variation in 
treatment from one district to another, and from 
one body of local commissioners to another. The 
Commission therefore suggest the setting up of 
a small liaison unit under the Board of Inland 
Revenue, charged with the duty of harmonizing 
as much as possible the treatment of comparable 
cases under the two schedules, and supplying to 
Inspectors information about the detailed allow- 
ances given in different Revenue areas. It is 
added that some account of the work done by 
this unit could usefully be included in the 
Board’s published annual report in order to 
familiarize taxpayers with the progress interpreta- 
tion of the new rule. 


‘Home Saving’ 
In a leading article on July ryth, 1954, we 
criticized the Inland Revenue practice of restrict- 
ing allowable subsistence expenses under Schedule 
E by deducting from them the equivalent cost of 
living at home. We pointed out that the whole 
practice rested on the one word ‘extra’ in a 
dictum of Bouw art, J., in Nolder v. Walters 
(o A.T.C. 251; 15 T.C. 380), where he refers 
to the “extra expense of living which is put 
upon a man by having to stay in hotels’. A 
more reasonable “interpretation of the word 
‘extra’ is that it means the actual cost of staying 
at hotels, which is indeed extra to the actual cost 
of maintaining the man’s establishment while he 
_is away. There is no warrant here for deducting 
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a sum which the man might have spent had he 
remained at home; it was certainly not done in 
Nolder v. Walters. Moreover, to refuse the 
allowance of actual extra expense at the establish- 
ment occasioned by the man’s absence, while at 
the same time making a deduction for the 
notional saving, sounds, as we said, like casuistry. 

The Commission’s view now expressed in their 
report is that the decision in Nolder v. Walters 
gives no support to the Revenue theory. They add 
that the refusal to allow any recognition of 
additional expense seems neither fair nor sensible. 
On the whole, they are satisfied that the Revenue 
ought to abandon its attempt to restrict allowances 
by reference to home saving, and they recommend 
accordingly. The theory cannot be applied 
without arousing irritation or involving a niggling 
inquiry into personal and domestic details which 
is not justified either by principle or by the 
tax at stake. 

It is curious, however, that this recommendation 
appears in chapter ro which is headed ‘Personal 
Expenses: The 1948 Legislation’. Moreover, the 
summary of recommendations also implies that 
the recommendation is confined to cases where 
an employee or director is hit by the 1948 
legislation which provides for taxing his benefits 
in kind and sums received from his employer for 
expenses. This legislation applies to persons 
receiving £2,000 or more and directors. It will 
be odd if the ‘home-saving’ theory is no longer 
to be applied to the expenses which employers, 
refund to such persons while all other categories 
of employee, as well as directors and {£2,000-a- 
year men who receive no expenses as such, are 


still subject to a theory which has been so 


roundly condemned. It would be helpful if the 
report were clarified on this important point. 

The Commission think that the power to grant 
dispensations from strict compliance with the 
1948 legislation ought to be used more widely. 
As to the complaints made to the Commission 
that revocations of dispensations previously given 
had caused hardship, the Commission accept the 
assurances of the Inland Revenue that retrospec- 
tive withdrawals would not be made except in 
very exceptional circumstances where there had 
been some gross misleading. 

The Commission’s scheme of stock valuation, 
which we discussed last week, is reproduced on 
pages 691~2. , (To be continued.) 
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to incline to the general or to the particular; 

that is to say, they elect either to make a 
comprehensive review of their subject or to 
concentrate on only one or two special aspects 
of it. The first line of action calls for a sound 
background knowledge of events and the second 
for powers of constructive reasoning. Both require 
a rigid sense of proportion in order to distinguish 
between. the essential and the unimportant. 

A good example of the first kind of address is 
that made by Mr W. E. Harrison, F.C.W.A,; 
President of The Institute of Cost and Works 
Accountants, at the twenty-sixth National Cost 
Conference of the Institute, held in London 
recently and reported elsewhere in this issue. 
Mr Harrison reviews broadly the ways in which 
cost accounting — Or management accounting — 
can assist in achieving the increased efficiency 
which is needed to maintain industrial and com- 
mercial prosperity. In the first place, he suggests 
that in the consideration of all new projects, 
whether the focus be on products, machinery or 
organization, the cost accountant should be 
brought into the discussions from the start, so 
that his advice may be freely available to the other 
technicians. Secondly, he notes that the cost 
accountant may be of particular value in indicat- 
ing ways by means of which production may be 
passed through the factory as quickly as possible, 
thereby minimizing the lock-up of materials and 
labour which unnecessarily inflates both working 
capital and costs. 

Mr Harrison stresses next the importance of 
compiling monthly trading accounts as a guide 
to which way business is gravitating. Of equal 
value is budgetary control, which enables manage- 
ment more accurately to check its future course. 
Finally, he considers that cost information should 
be made known both to employees and to trade 
unions. This policy would remove much of the 
distrust which arises through lack of knowledge of 
the actual facts in particular issues. Mr HARRISON 
regards cost accounting, not as an end in itself, but 
as one of the indispensable aids to management. 

In his presidential address at the annual 
conference of The Institute of Municipal Treas- 
urers and Accountants, held at Folkestone this 
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week, also reported on another page, Mr T. L. 
POYNTON, F.I.M.T.A., Borough ‘Treasurer of 
Blackpool, examines the merits and demerits of 
rates as a form of local taxation. Any form of tax, ` 
he suggests, must be examined from three 
standpoints — that of the taxpayer, that of the 
organization acting for the community and that 
of the community as an economic society. MR 
POYNTON considers and rejects some of the main 
criticisms which have been made in the past 
about the arbitrary and inequitable character of 
local rating as between one taxpayer and another 
and adduces authoritative evidence that, despite 
intermittent fluctuations, the proportion of rates 
paid to income remains fairly constant for some 
considerable way up the social scale. 

Some of the characteristics of a good tax from 
the point of view of-the organization levying it are 
that it must be economically gathered; that it must 
not be open to evasion or likely to provoke 
dishonesty; that it must not create political or 
social unrest; that its yield must be stable over a 
long period of time; and that it must be capable 
of expansion to meet increased demands. MR 
PoYNTON deals with these in turn and comes to 
the heartening conclusion that our present rating 
system passes all of these tests, although such 
innovations as derating and rent control seriously 
hamper its flexibility. 

The last of the three standpoints from which 
any form of local taxation must be considered is 
its impact on economic society. Mr PoyNTon 
refutes two criticisms, one made by the late 
Mr NEVILLE CHAMBERLAIN, as Minister of 
Health, that rates are such a burden on industry 
as to make it unable to compete successfully in 
foreign markets and the other- levelled by 
Sir Winston CHURCHILL when Chancellor of 
the Exchequer — that where local rates are high 
old industries are driven out and new ones are 
discouraged. The PRESIDENT remains convinced 
that as long as the present constitutional idea of 
local government exists—with democratically 
elected councils having a certain measure of 
freedom of action to carry out important duties 
within the strictly defined limits of their powers — 
then some form of taxation comparable with our 
present rating system must be maintained. 
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GIFTS AND SETTLEMENTS 


which followed the Budget were largely 
devoted to discussion of what was and 
_ was not fair in the changes in income tax rates 
and personal allowances. The only clear thing 
which emerged is that opinions differ widely. It 
follows that no matter how complicated the 
wording of taxing Acts in order to produce a 
nice balance of equity as between one taxpayer 
and another, unanimity as to the fairness of those 
Acts is impossible of attainment. 

Parallel with this background of equity in the 
drafting of taxing Acts is the well-settled doctrine 
that when they come to be construed, considera- 
tions of equity are to be ignored. In the inimitable 
words of ROWLATT, J.: 

t... in taxation you have to look simply at what is 
clearly said. There is no room for any intendment; 
there is no equity about a tax; there is no presump- 
tion as to a tax; you read nothing in; you imply 
nothing, but you look fairly at what is said and 
at what is said clearly and that is the tax’. 

Both the Inland Revenue and taxpayers 
innumerable have taken advantage of this doctrine, 
the latter by so arranging their affairs as to keep 
within the letter of the law while remaining 
outside what many may consider to be its spirit. 
Legislative counter-measures have been frequent, 
vigorous, and often so indiscriminate that they 
hit not only the conscious tax avoider, but also the 
taxpayer who, like his affluent predecessors of 
tax-free times, is moved by a natural and laudable 
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desire to provide for his dependants and less 
fortunate relatives. The doctrine summed-up by 
Row att, J., is, of course, two-edged, and there 
is little doubt that the edge turned towards the 
taxpayer is now the keener one. The generously 
inclined settlor or covenantor, equally with the 
determined tax avoider, must preface all his 
transactions with a close study of a mass of anti- 
avoidance provisions whose complexity is indi- 
cated in the lecture which we reproduce in this 
issue. 

Some of the results which the anti-avoidance 
legislation produces are so bizarre that in some 
cases the Inland Revenue have not pressed for 
their full operation. A striking example of the 
unlooked-for results which sledge-hammer pro- 
visions can bring is the case of Yates v. Starkey 
([1951] 30 A.T.C. 33; 32 T.C. 38). A father who 
made periodical payments in trust for his infant: 
children in obedience to a Court order was held. 
to have made a settlement within the anti- 
avoidance provisions, so that the Court order was: 
to some extent frustrated. In a later case a 
settlement made by a husband on his wife’s 
infant children by a former marriage, the father 
being still alive, was also caught. 

Another uncertainty is the rapidity with which 
changes in the law are introduced, sometimes 
with retrospective effect. As long as taxation 
continues to be high, it is difficult to see how 
this state of affairs can be brought to an end. 


SETTLEMENTS AND DEEDS OF COVENANT 


TAX AND DUTY IMPLICATIONS 
by G. S. A. WHEATCROFT, M.A. ; 


of view: first, that of the person who wants to 

avoid or reduce his liability to tax or duty and 
wishes to know how settlements and covenants can 
be utilized for this purpose; second—and more 
difficult — that of the person who is concerned with 
some ordinary business or family transaction which 
has unexpected Goor duty implications. 


Tete subject can be looked at from two points 


Summary of a lecture delivered on April 14th to the Leeds, 
Bradford and District Society óf Chartered Accountants, 
with Mr D. T. Veale, M.A., F.c.A., in the chair. Mr Wheatcroft 
is the author of The Taxation of Gifts and Settlements. 
, (Pitman, second edition, 1954.) 


A professional man who is asked to advise a client 
how to avoid tax or duty has his mind clearly directed 
to the issues involved, but when his primary concern 
is with other problems it is much easier to over- 
look the taxation implications. Yet, in many transac- 
tions, an early diagnosis that a tax problem exists is 
of vital importance to the client. 

A typical example occurs when a testator wishes 
to provide his widow with an assured income and 
instructs his lawyer to draw the will with an annuity 
to her which is to be charged on capital if the income 
of the estate is insufficient. On its face, this seems a 
very reasonable proposal, yet it may be disastrous 
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from a tax point of view, as each instalment of capital 
which is raised to make up the annuity must provide 
for tax on the deficit, and such tax must be paid 
over to the Revenue. By a carefully drafted clause, 
which charges the annuity on income only, and gives 
power to the trustees to raise and pay capital to the 
widow, substantially the same result may be achieved 
without any tax disadvantage; but unless the man who 
drafts the will has applied his mind to the tax problem 
he 1s most unlikely to use the appropriate wording. 

Unexpected results of this kind occur all over the 
taxation field and cannot be logically classified. The 
practitioner can only become aware of them by study 
of the text-books coupled with considerable experi- 
ence in practice and a constant readiness at all times 
to ask himself what will be the tax effect of any action 
his client has in mind. 

If covenants and settlements are looked at 
specifically from the point of view of taxation, it is 
possible to classify some of the problems and lay 
down certain general principles. 


Evasion and Avoidance 


First of all is the vital necessity of distinguishing 
‘evasion’ from ‘avoidance’. The client is entitled to 
assume that he will commit no crime if he follows a 
professional man’s advice; but the law is sometimes 
obscure as to what may or may not be lawfully done, 
and it is not always easy to draw a clear line. The only 
golden rule I know is for the adviser to refrain from 
advising or encouraging his client in any procedure 
which depends for its success on concealment of any 
fact from the Inland Revenue. So long as all the 
cards can be put on the table and any question the 
Revenue asks can be answered without jeopardy to 
the scheme, then all is well. But once it is realized 
that a tax avoidance scheme depends for its success 
on the failure by the Revenue to ascertain a material 
fact, then the scheme should be abandoned. 

The good professional adviser must also look 
beyond the facts of the particular case in hand. What 
is an isolated and special case to him is probably one 
of a number of similar cases to the Inland Revenue. 
‘They may choose to make it a test case and take it to 
the House of Lords or use it as a model on which to 
frame next year’s anti-avoidance clause in the Finance 
Bill, Neither result will suit the client. The adviser 
must bear in mind that a reduction of his client’s 
taxes may, in the long run, lead to increased taxation 
on the rest of the community and that tax avoidance 
on a substantial scale carries within it the seeds of 
its own ultimate defeat. The political and moral 
aspects should not be overlooked. Tax avoidance is 
not practicable for the great majority of citizens 
who contribute by P.A.Y.E. and Customs and 
Excise. The wealthy man who avoids his tax by 
elaborate, albeit lawful, means cannot expect to be 
universally popular. 

The professional man must advise his client to the 
best of his ability, but the final decision to adopt or 
not to adopt any lawful scheme should be taken by 
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the client, who may or may net consider that his ` 
conscience is involved. 


Effect of Future Legislation 


The likelihood of counter legislation in the future 
must always be considered by the adviser, particularly 
when estate duty avoidance is intended. Here, it is 
the law at the date of the death that matters, not the 
law at the date of the avoidance transaction. With 
the law as decided recently in the Sneddon case, it is 
now an easy matter to advise a client how to avoid 
estate duty, provided he will guarantee to die before 
the next Finance Act! 

A gift of a mortgage or Treasury bill, or possibly 
even a banker’s draft, will escape duty so Iong as the 
mortgage or bill is repaid or the draft cashed before 
the death. Duty is avoided so Jong as the article 
originally given is worthless when the death occurs 
and provided the law stands still. But will it? Obviously 
there is here a big question mark and the client must 
be advised that the longer he lives the less likely is 
this loophole to remain. 

Even with income and surtax avoidance, retro- 
spective legislation is not unknown. Many account- 
ants will remember the Finance Act, 1950, which 
imposed retrospective taxation on money paid for 
covenants restricting a man’s business activities 
(now Income Tax Act, 1952, Section 242) and they 
may also remember that this particular legislation 
was foreseen at the time by the more experienced 
members of the profession. 


Taxes Affecting Settlements and Covenants 


I now turn to the subject of settlements and covenants 
in more detail. Four taxes are involved — income tax, 
surtax, estate duty and stamp duties ~ but the latter 
are generally of more practical interest to the solicitor 
than the accountant and space does not permit their 
inclusion here. 

The other three taxes are all progressive — the 
more you have, the higher the rate of tax you pay — 
so that one main principle underlying many schemes 
for reducing tax is to spread the income or capital 
concerned over several members of a family group 
and avoid concentrating it in one person's hands. A 
man with children over twenty-one and a big income 
saves tax by deeds of covenant in their favour and 
both tax and duty by gifts of capital to them. A 
husband and wife who divide their assets equally 
between them pay less duty than a married couple 
of which one owns the bulk of the property. 

Another general feature on which some avoidance 
schemes are based depends on the territorial limit 
of the United Kingdom revenue laws. One country 
does not enforce the tax laws of another, so that the 
individual who can get himself and his property out 
of the effective reach of the Chancellor may save 
himself some tax and his heirs some duty. But it 
is not easy to get ‘off limits’ for tax purposes unless 


1 Hetherington’s Trustees (Sneddon) v. Lord Advocate 
(33 A.T.C. 16). | 
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the individual concerned is prepared to go abroad, 
bag and baggage. Section 412, Income T’ax Act, 
1952, is of very wide application so far as income tax 
is concerned and the rule that estate duty depends 
on domicile makes duty avoidance difficult. Schemes 
involving the formation of foreign companies scored 
some duty successes prior to the Finance Act, 1940, 
but now only small loopholes remain — such as the 
use of a foreign company holding all its assets in 
32 per cent War Stock. 

Yet another basic method of tax avoidance is 
based on the artificial definition of ‘capital’ for 
United Kingdom tax purposes. If a ‘capital’ benefit 
can be substituted for income, a substantial tax 
saving may result. Taking a premium on a lease and 
reducing the rent, purchasing a redeemable stock at 
a discount, and a trust for accumulation are all 
examples of this method. 

There are also certain general methods in use for 
avoiding estate duty. One depends on avoiding any 
connection between the property in question and the 
death where it occurs. Examples are gifts over five 
years before the death, the use of the Sneddon 
doctrine (supra) and the employment of discretionary 
trusts. When the death occurs there is nothing of 
value which ‘passes’. 

Another method depends on avoiding aggregation; 
here life policies in which the deceased never had an 
interest, works of art and timber have special attrac- 
tions to the duty avoider. i 

Finally, the avoider may seize on one of the 
permitted exceptions, such as the reduced rate on 
agricultural land, and bring himself within it just 
before he dies. 

But there are few universal rules and, usually, each 
case must be studied on its merits to see what indi- 
vidual features can be utilized as the basis for a 
scheme. 

Hence it is convenient here to reverse the point of 
view and look at what may not be done rather than 
what is still permitted. So far as covenants are 
concerned, it is possible to state the limitations for 
tax purposes under one general principle and seven 
statutory restrictions. 


Tax Limitations on Covenant 


The general principle is that the covenant must give 
rise to ‘an annuity or annual payment’ within Case III 
of Schedule D, which must not be a trading receipt 
of the recipient. Everyone agrees that a covenant to 
pay {100 a year to a butcher in return for meat would 
not operate as 4 valid deduction in computing the 
covenantor’s total income, but where the line is to 
be drawn is uncertain. The problem first arose in 
Earl Howe’s case! when a covenant in a mortgage to 
pay life insurance premiums was held ‘not to be a 
good deduction, and has recently been discussed in 
the House of Lords in CIR v. Corporation of 
London (as Conservators of Epping Forest) (32 ATC 


1 Earl Howe v. CLR. (7 T.C. 289). 
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111; 34 T.C. 293). It seems clear that the mere 
receipt of some financial benefit by the covenantor 
in return for his payments does not disqualify them: 
as deductions from his income. The ‘seven-year’ rule 
— discussed later~has an exception for covenants 
entered into ‘for valuable and sufficient considera- 
tion’ (Income Tax Act, 1952, Section 392), so that a 
covenent by A. in return for a capital sum of £1,000, to 
make income payments of {200 per annum to B. fora 
specified period would appear to entitle A. to deduct 
his {200 in computing his surtax and B. to claim 
income tax relief, provided neither A. nor B. carries 
on the business of buying or selling annuities. 

The seven statutory restrictions are as follows: 

(1) The ‘seven-year’ rule. The payments must 
not be ‘payable or applicable for a period which 
cannot exceed six years’. This section (Section 392) 
has been construed in a number of decided cases, and 
care must always be taken when anything but an 
equal cash sum per year has to be paid. Payments 
of varying amount according to some formula are 
permitted, but require careful drafting. 

(2) The ‘no revocation’ rule. ‘There must be no 
power of revocation within the seven-year period 
(Section 404). This is considered to mean that there 
must be no power reserved in the covenant and does 
not apply to extraneous facts which enable the 
coverantor to cease payment. In the Wolfson case’, 
the covenant was to pay away each year the sum 
received by the covenantor in dividends from a 
certain company, and this was held good notwith- 
standing that the shareholders in that company 
could have terminated the payments by winding the 
company up. 

(3) The ‘child under 21’ rule. A payment made to, 
or applied for the benefit of a child of the covenantor 
is deemed to be the income of the covenantor if 
made during the period commencing on April 6th 
following the child’s birth and ending on April sth 
following the child’s twenty-first birthday. ‘Child’ 
includes a stepchild, and it has recently been decided 
that after one party to a divorce has remarried the 
children of the first marriage are the ‘children’ of 
all three ‘parents’ for tax purposes. 

(4) The ‘no accumulation’ rule. Any income under 
a deed of covenant which is not distributed in the 
tax year in which it arises is deemed,to be the 
covenantor’s (Section 407). 

.(5) Section 415. This section makes payments to 
charities and certain discretionary trusts useless for 
surtax purposes. It cannot be conveniently sum- 
marized and should be studied in the original text. 

(6) The tax doctrine that husband and wife are 
one, if living together, prevents any tax benefit 
from a deed of covenant between them except in the 
rare case of the husband abroad with both his wife 
and some income here (see Section 361 (2)). 

(7) As payments to an ex-employee are treated as a 
pension (Section 376) and taxed under Schedule E, a 
covenant in favour of such a person by his former em- 


2 Wolfson o. "CJR (28 ATC 116; 31 T.C. 141). 
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ployer is useless for tax avoidance purposes, as there is 
no right of deduction of Schedule E payments in com- 
puting ‘total income’ for surtax purposes, and the tax 
deducted under DAY E is payable to the Revenue. 

Within these limitations, deeds of covenant are 
extensively used to save tax. Those most commonly 
used are in favour of: (1) charities (who can recover 
the income tax but the covenantor cannot deduct for 
surtax purposes); (2) children over 21; and (3) grand- 
children or nephews or nieces. One qualification 
should be borne in mind — the covenantor must be 
liable to pay tax at the full rate on income equal to the 
amount of the covenant, otherwise he may lose some 
reliefs. A man with an income under £2,050 which 
is all earned will lose earned income relief on the 
amount of any covenant he enters into. 


The Tax and Duty Effect on Settlements of 
Powers of Revocation and Benefits to the 
Settlor or his Wife 


Jt now remains to consider a few of the special tax 
and duty provisions affecting settlements, and I pro- 
‘pose here to deal with three problems. First, the 
effect of a power of revocation or of a possible 
benefit under the settlement to the settlor or his 
wife; next, the use of an accumulation clause in 
settlements and, thirdly, the use of discretionary 
trusts in settlements. There are, of course, many 
other tax and duty problems arising from settlements, 
but space does not permit me to deal with them here. 

A power of revocation is in order so far as estate 
duty is concerned so long as it is either: (1) exercis- 
able only by, or with the consent of, some person 
other than the settlor; or (2) is so framed that on the 
exercise of the power the settlor can take no personal 
benefit. If neither of these conditions is complied 
with there will be a ‘passing’ on the settlor’s death, 
with resultant liability to estate duty. 

An interest reserved to the settlor’s wife has no 
adverse effect for duty purposes on the settlor’s 
death, although it may, of course, give rise to duty 
liability on her death if the ‘surviving spouse’ or 
‘reverter to settlor’ exemptions do not apply. But 
an interest reserved to the settlor is fatal and may 
cause a duty claim on his death long after the settle- 
ment was made. An extreme example of this kind 
resulted from a provision in a settlement by a husband 
on marriage that the income payable to the wife 
should be expended by her in ‘current household 
expenses and management’. Although the wife, in 
fact, used the income exclusively for her own purposes 
for fifty-seven years, it was held in the Cochrane case! 
that the husband’s right to claim that such income 
could be used in reduction of his housekeeping 
allowance, although never exercised, was a ‘retention 
of interest’ and the fund was held dutiable on his 
death. 

A clear distinction, however, must be made 
between the retention of an interest in the property 


1 In re Cochrane (decd.), Cochrane and Another vu. Turner 
and H.M. Attorney-General (24. ATC aw, ° 
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settled and a settlement of a limited interest in a 
particular property. The first attracts duty, whilst 
the second does not. The distinction is a fine one, 
particularly as a contractual benefit which is not 
charged on the property given may amcunt to a 
retention — e.g. a promise by the beneficiary under a 
settlement to provide some financial assistance for 
the settlor, The exact limits of ‘retention of benefit’ 
were discussed by Lord Radcliffe in St Aubyn v. 
Attorney-General ([1952] A.C. at pages 45-50) and 
those who wish to walk on this type of thin ice 
should study that judgment. 


Income Tax 


Now let us consider the income tax aspect. Here, 
the provisions affecting powers of revocation and 
retention of benefit are more drastic and many 
clauses in settlements which incur no liability to 
estate duty on the settlor’s death have the result of 
‘deeming’ the income to be the settlor’s for tax 
purposes during his lifetime. 

A power of revocation, exercisable by anyone and 
whether requiring someone else’s consent or not, 
is fatal for tax purposes if the settlor or his or her 
spouse may become beneficially entitled to the settled 
property on the exercise of the power (Section 404 
(2)). For estate duty reasons the settlor rarely retains 
an interest, so that the important point to notice for 
income tax purposes is the danger of a benefit to the 
wife where there is also a power of revocation. 

Another case where a power of revocation is 
dangerous is when there is an accumulation trust for 
children of the settlor under 21, as if such z trust is 
not ‘irrevocable’ the income is deemed to be the 
settlor’s (Section 398 (2)). The meaning of ‘irrevoc- 
able’ is somewhat artificial (see Section 399), but 
does permit the use of what are known as ‘protective 
trusts’, 

In the case of any accumulation trust an interest to a 
spouse of the settlor is fatal for tax purposes unless 
one of the specific exemptions set out in Section 405 
applies, but it has been held that an interest to a spouse 
means an interest while a spouse, so that an interest 
to the settlor’s widow does not matter. Section 415 
also comes into consideration when there is a benefit 
to the settlor as one of the exceptions to that section 
is when the settlor has divested himself absolutely 
from the property by the settlement (subsection r (d)). 
Here again, there are some permitted exceptions, but 
if a settlor decides to retain any benefit, this section, 
like the others, must be checked with the provisions 
of the settlement to see that its technical conditions 
are complied with. Here, however, a benefit to the 
spouse is irrelevant. 

Finally, there is the case when any capital sum is 
paid by the trustees of a settlement to the settlor or 
his or her spouse. Even if paid by way of loan, such 
a sum may be treated as the settlor’s income (Sec- 
tion 408). A sum paid for full consideration in 
money or money’s worth is excluded. 

From all these complicated provisions one guiding | 
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`. rule emerges—avoid powers of revocation and 
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interests to the settlor or spouse of the settlor if you 
possibly can. 


Tax and Duty Effects of Accumulation 
Settlements 


I have already mentioned some of the limitations for 
tax purposes of accumulation settlements. Their main 
use today is for children of the settlor who are under 
21 as, if the settlement is properly drawn, the children 
can ultimately recover all their personal tax reliefs 
to which they would have been entitled had the 
income been theirs all along. Hence, a man who can 
settle income-producing property on accumulation 
trusts for his infant children can escape surtax and 
obtain substantial income tax reliefs for the children. 
As accumulation is not valid for tax purposes under 
a deed of covenant, the man who has only earned 
income is unable to obtain the same result. 

The major problem with accumulation trusts is 
the possible estate duty risk. Owing to Section 164 
of the Law of Property Act, 1925, the only useful 
period permitted for an accumulation in a settlement 
inter vivos is the life of the settlor. Hence, if an 
accumulation is directed for some fixed period — 
e.g. ten years — it is only valid so long as the settlor 
lives, and if he dies before the ten years are up, 
the right to accumulate ceases and almost certainly a 
‘passing’ of the fund occurs for estate duty purposes. 

Hence accumulation trusts are normally limited 
to five years from the date of the settlement — during 
which period the death of the settlor will cause a 
duty claim anyhow — or to a period dependent on 
the minority of a child. Once the period of accumula- 
tion extends after the minority ceases there is the 
risk of its becoming invalid on the death of the 
settlor with a consequent duty risk. 

An accumulation settlement which is designed to 
enable the beneficiary to recover his income tax 
reliefs when the accumulation ceases must comply with 
the conditions of Section 228, and the right to the 
accumulated income must be contingent only on his 
attaining a specified age or marrying under that age. 
These words are strictly construed, so that the 
beneficiary’s right must not be expressed in terms of 
surviving a specified date but on attaining a par- 
ticular age, and no other contingency must be inserted. 

The desirability for estate duty purposes of termin- 
ating the accumulation on the beneficiaries’ majority 
conflicts with the desirability for income tax purposes 
of not paying anything to the child of a settlor until 
April 6th following his majority. Some settlements, 
therefore, provide for the beneficiary becoming 
entitled to his accumulations on attaining the age of 
21 years and x months — x being so calculated as to 
bring the date after the following April 5th — but 
there is a risk here of estate duty if the settlor happens 
to die between the twenty-first birthday and the 
entitlement date. Other settlements provide for the 
accumulations to vest on the twenty-first birthday 
and rely for income tax purposes .on an extra- 
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statutory concession (No. 22) under which the 
Revenue do not at present treat the payment over 
of such accumulations as being within Section 397. 


Tax and Duty Effect of Discretionary Trusts 


It now remains to deal with discretionary trusts. 
Their popularity at present depends on two reasons: 
first, many settlors like to keep some control over 
their property after they have settled it, and they can 
do this by using discretionary trusts and appointing 
trustees on whom they can rely; second, many people 
are not only concerned about death- duty on their 
own deaths but also about the duty on their children’s 
deaths. By using discretionary trusts and relying on. 
the law standing still, they hope to avoid duty on the 
family property for sixty years or more. 

The estate duty advantage is based on the proposi- 
tion that so long as there are at least three members of a 
discretionary class, the death of one of them does not 
involve a ‘passing’. The persons entitled to the 
income are still ‘the class’ and no one individual can 
claim it. On the death of the last but one there is a 
‘passing’ — from the ‘class’ to the survivor — but so 
long as the class is made sufficiently young and 
numerous and the settlor can rely on the trustees to 
choose the right ones, the death duty danger can be 
held at bay for a long time. Section 415 must here be 
borne in mind, but in cases where the settlor divests 
himself of all interest in the property settled (as he 
almost certainly will do) the section does not apply. 

There is a danger in making the class too numerous. 
If it becomes so large that the trustees cannot ascer- 
tain who all the beneficiaries are, then the trust 
becomes void for uncertainty. Trusts for the benefit 
of employees and ex-employees of a firm must be 
very carefully drafted from this angle. 

But the real danger to discretionary trusts is the 
risk of a change in the law, and in drafting any dis- 
cretionary trusts today, it is wise to put in some escape 
clause which will enable the trusts to be rewritten 
if the law is altered adversely. Here, we come back 
to the risks attendant on powers of revocation, which: 
have already been discussed, but it is thought that a 
power of advancement of capital to any of the dis- 
cretionary beneficiaries is not a power of revocation 
so long as the power does not extend to the whole fund. 

In conclusion, one special use of discretionary 
trusts may be mentioned. A man with a large income 
may wish to save surtax by entering into a deed 
of covenant with his children over 21, but ma} not 
wish to commit himself irrevocably to them. He can 
avoid this by making the covenant in favour of a 
trustee and giving that trustee a discretion to distribute 
amongst a named class (see Section 415) which 
includes the children. In these circumstances no one 
child can claim the money and the discretion operated. 
by the trustee may enable him in practice to ensure 
that the money received by any child is spent wisely 
or invested, as a child who squanders one year’s. 
payment would be unlikely to be so favourably 
regarded next year. 
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we" WEEKLY NOTES 


| Birthday Honours 


It ‘is with pleasure that we offer our congratulations 
to those mefnbers of the profession whose names 
appear in the Birthday Honours List. 

Mr R. P. Errington, a.c.a., Chairman, Aden Port 
Trust, becomes a Commander of the Order of St 
Michael and St George, and the following become 
Commanders of the Order of the British Empire: 
Mr J. A. Dyson, F.c.a., Director of Costings, 
Ministry of Agriculture; Mr V. W. Grosvenor, 
LL.B., J.P., F.S.A.A., Chairman, Birmingham Regional 
Hospital Board; Mr J. A. L. Gunn, F.S.A.A., of 
Sydney, Australia, for services in taxation in 


Australia; Mr V. H. Merttens, B.A., A.S.A.A., Com- 


missioner of Income Tax, East Africa High Com- 
mission, and Commissioner of Inland Revenue, 
Kenya; Mr K. I. Morgan, ong, J.P., F.C.A., senior 
partner in the firm of K. Ivor Morgan & Co, Char- 
tered Accountants, of Swansea, for political and 
public services in Swansea; Lt.-Col. H. C. R. 
‘Thompson, T.D., D.L., F.C.A., Chairman, County of 
Monmouth Territorial and Auxiliary Forces Associa- 
tion; and Mr J. N. Toothill, F.c.w.a., General 
Manager, Ferranti Ltd, Edinburgh. 

The O.B.E. has been awarded to four members of 
the profession. They are Mr L. W. Ambrose, A.8.A.A., 
Chief Accountant, Board of Trade; Mr E. W. Cooper, 
F.C.A., Of Price Waterhouse & Co, Cairo; Mr W. H. 
Oatley, a.c.a., Secretary and Treasurer, Church of 
England Pensions Board; and Mr T. Proudlove, 
AS.A.A., Assistant Accountant and Comptroller- 
General, Board of Inland Revenue. 

The M.B.E. has been awarded to Mr R. W. H. 
Biss, A.S.A.A., Borough Treasurer, Wood Green, 
London, and Honorary Secretary, Wood Green 
Savings Committee; and to Mr G. Keddie, C.A., 
Senior Accountant, Ministry of Agriculture. 

We also offer our congratulations to Mr James 
Millard Tucker, Q.c., well known to the profession 
as Chairman of the two Tucker taxation committees 
and Vice-Chairman of the Royal Commission on the 
Taxation of Profits and Income, who becomes a 
Knight Bachelor. 


The Institute of Municipal Treasurers and 
Accountants 


At the seventieth annual general meeting of The 
Institute of Municipal Treasurers and Accountants 
held yesterday at Folkestone at the conclusion of the 
Institute’s annual conference — reported on another 
page — Mr T. R. Johnson, F.LM.T.A., F.S.A.A., was 
invested President for the ensuing year. 

Mr Johnson, who was admitted an Associate of 
the Institute in 1927 and elected a Fellow in 1938, 
has been a member of the Council since, 1947. He 
commenced his career in local government at 
Birmingham in 1921, moving in 1932 to the City 
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Treasurer’s Department at Nottingham. In 1935 he | 
was appointed Deputy Borough ‘Treasurer of 
Wolverhampton and three years later became 
Borough Treasurer of Huddersfield. He took up the 
appointment of City Treasurer and Chamberlain of 
Plymouth in 1945, remaining until 1950 when he 
moved to his present position o City Treasurer of 
Bristol. 

Mr Johnson, who is a Fellow of The Society of 
Incorporated Accountants, was a Silver Medallist in 
the Society’s Final examination of 1931. 

The new Vice-President of the Institute is Mr E. 
Sinnot, F.1.M.T.A., Chief Accountant, South-Eastern 
Electricity Board, who has been a member of the 
Institute since 1932. 


Output of Synthetic Fibres 


During April the daily rate of output of synthetic 
fibres remained at the same record level as in March, 
although the figure for the whole of the month was 
slightly lower. At 40 million Ib. production was 
in fact 2 million lb. lower than in the previous 
month, but higher than any other since March 1954. 
Even then, the margin was only 200,000 Ib. comparing 
April with March of that year. 

The noticeable increase in output since the turn 
of the year is accounted for to some extent by the 
inclusion of Terylene and Ardil in the published 
figures. By the end of this year, I.C.I.’s Terylene 
plant is expected to be operating at about 11 million 
lb. a year, while Ardil is eventually expected to 
account for 22 million 1b. a year. It would surpries 
no one, however, if the rate of increase in the produc- 
tion of Terylene was much the faster of the two. 
Taking the synthetic fibres as a whole of late, their 
production record is much more stable than cotton. 
Since the war, the output of such fibres has about 
doubled. 


The Public Spends More 


In the first three months of this year the personal 
expenditure of the public was roughly ro per cent 
higher than in the same quarter of 1954. This 
estimate comes out of spending statistics issued 
officially for a series of main items showing public 
outlay in the first quarter of 1955 at £1,957 million 
or £173 million above the same quarter of last 
year. 8 

This is the highest level of public spending ever 
achieved in the first quarter of any year for which 
figures are available. Normally, spending is greatest 
in the fourth quarter of the year. It would appear that 
expenditure on food was up by as much as 13 per 
cent and household goods by the same amount. 
Outlay on clothing, on the other hand, was up by 
just under 6 per cent with expenditure on housing 
up just under, 5 per cent. 


wel 


June 18th, 1955 


THE ACCOUNTANT 


687 


FINANCE AND COMMERCE 


Despite the extremely sharp advance in prices, the 


` equity sections of the stock-market remain firm. The 


possibility of further credit restrictions arising from 
the aftermath of rail and dock strikes keeps the gilt- 
edged section in check but has little noticeable 
effect on the equity market. Further expansion of the 
nuclear power programme has brought fresh support. 


Eagle Star Accounts 


We give this week the first portion of a complete 
reprint of the accounts for the year to December 
31st, 1954, of the Eagle Star Insurance Company. 
These accounts, which are well worth following, 
present the company’s position in a manner designed 
particularly to provide shareholders with ‘a docu- 
ment which is simple but at the same time fully 
informative, bearing in mind the normal complex 
nature of insurance companies’ accounts’. In effect, 
the accounts provide a digest in Companies Act 
form of the very considerable amount of detail 
which the Assurance Companies Acts, rgog-46, 
require to be submitted to the Board of Trade. 
And, of course, any shareholder can demand a printed 
copy of the accounts in the Board of Trade form. 
Eagle Star developed this line of approach to the 
problem of providing for the two needs, shareholders 
and Board of Trade, when the Companies Act, 1948, 
came into operation. As the secretary says, it became 
increasingly more difficult for an insurance company 


to prepare accounts in simple form for shareholders 
if the accounts were designed at the same time to 
give the more detailed information required under 
the Assurance Companies legislation, and this at a 
time of continuous improvement in the presentation 
of the accounts of commercial companies. The form 
adopted for the shareholders’ accounts was main- 
tained until 1953. With the 1954 accounts, the style 
has been brought still closer to what the average 
shareholder in an industrial or commercial company 
might regard as normal. 


Stock Values 


Many businesses in recent years have had to face 
sharp fluctuations in prices of raw materials at 
accounting date which have been reversed shortly 
after the balancing. This is one of the accounting 
points dealt with by Mr Herbert Smith, chairman 
of British Ropes Ltd. As a result of vagaries in the 
fibre market, it so happened, he says, that at the end 
of December, market prices fell to the lowest level 
since 1940. After the end of the year, the market 
hardened and at the end of February and in March 
1955, the market price was actually above the 
average cost of stock-on-hand at balance sheet 
date. 

The directors, however, thought it prudent, in 
accordance with their normal policy, to reduce the 
cost of hemp stocks in the balance sheet to market 





EAGLE STAR INSURANCE COMPANY LIMITED AND ITS SUBSIDIARIES 





Consolidated Profit and Loss Account for year ended December 3ist, 1954 


e E 
Income from investments, less tax 606,418 492,170 
Trusteeship and other fees 11,136 11,02! 
Transfers from revenue accounts: 
Life Assurance and Annuity m 58,555 39,757 
Sinking Fund and Capital Redemption ie 10,000 1,036 
Fire a Ké Kë ka Sé 316,000 396,006 
Accident eg Ga eu ck vs 229,000 ~~ 253,000 
Marine .. Sg ; 50,000 75,009 
£1,275,109? £2,267,984 
ae 723 
Net balance for year brought down .. 593,742 513,570 
Provision for United Kingdom taxation no longer 
required .. Ee EE ae Ee — {50,000 
$93,742 663,570 
Balance brought forward: 
Eagle Star Se Sé £580,407 587,167 
Subsidiaries ae q au 630,448 420,894 
1,210,855 ` 
Add Subsidiaries not GE 
consolidated ., Sé . 20,449 — 
——— 1,231,295 
£1,825,037 £1,851,63! 
eS = —— | 





ae a 
Overseas taxation . š s: Sé a 200,000 240,006 
United Kingdom taxation. a 200,000 220,000 
Additions to office equipment written off eg 38,977 32,877 
Expenses not charged to other accounts a 29,503 60,206 
Contributions to Staff Pension Funds . 212, "000 200, 560 
Profits attributable to minority shareholders in 
a subsidiary sä Ve ot 887 83! 
Net balance for year carried down: 
Eagle Star e SC £579,066 
Retained by subsidiaries dë 14,676 
593,742 513,570 
£1,275,109 £1,267,984 
1954 1953 
Dividends, less tax: £ . £ 
Preference shares Se gi SS 44,000 44,000 
Preferred Ordinary shares. Sg 10,156 10,156 
Ordinary shares Sé sá on 358,344 320,470 
412,500 374,626 
Transfer to General Reserve .. 250,000 ~ 
Transfers to Fire and Accident revenue accounts . — 225,000 
Special contribution to Staff Pension Fund. . — 25,000 
Transfer to reserve by a subsidiary .. 10,000 16,450 


672,500 640,776 
Balance carried forward: 
Eagle Star We Së e 


£496,973 
Subsidiaries 


655,564 
— 1,152,537 


e £1,825,037 


1,210,855 
£1,851,631 


SS 
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value and for this purpose made use of the reserve 
for stock contingencies created in the past for this 
specific purpose. The adjustments to give effect to 
this decision are shown in the consolidated profit and 
loss account. 

The entries are shown in the consolidated profit 
and loss accéunt in a commendably simple manner. 
The account in vertical form opens with ‘Group 
trading profit (subject to the items detailed below) — 
£1,904,693, against £1,830,781 last year’. From this 
year’s figure is deducted ‘Provision to write down 
stocks of hard fibre products to market value — 
£125,588’ and from this is deducted ‘Transfer from 
amounts set aside for stock contingencies — £125,588’, 
leaving ‘Nil’ to carry out. Deduction for depreciation 
on fixed assets £395,791 against £365,357, and for 
auditors’ remuneration including expenses {9,994 


against £9,096, leaves the net figure for profit at 


£1,498,908 against £1,456,328. 


One Conversion Basis 


The 1954 accounts of Yardley & Co Ltd, the perfume: 
and cosmetic makers, present a further case of one 
basis being adopted for the conversion of foreign 
currency to sterling for all the relevant balance sheet 
items. In the previous year’s accounts, for all over- 
seas companies other than the one in Paris, current 
assets and liabilities at accounting date, revenue 
items and appropriations to reserves for the year 
were converted at rates ruling at the end-year. 
Additions to fixed assets after December 31st, 1948, 
were- converted at rates ruling when they were 


acquired. For all other items, the rates used were . 


those ruling at December 31st, 1948. In the exception 
to this basis, the Paris company, the rates ruling at 
accounting date were used for all items. 

The change in the 1954 accounts affects the New 
Jersey and Toronto companies. For these, the prac- 
tice has been varied and all assets, liabilities and 
reserves have been converted to sterling at the rates 
of $2.80 to the £. 

This change in the conversion basis accounts for 
an increase in the value of the assets in the con- 
solidated balance sheet at the beginning of the year 
by £60,573, which has been added to the reserve 
for exchange profits arising on revaluation of 
sterling. ° ? 

The rate of $2.80 will be recognized as the middle 
of the official quotation for exchange on New York. 
The Canadian exchange is an entirely free market 
with the ruling rates a few cents over $2.70. 


Money Market 


The average rate on Treasury bills moved up to 
£3 198 7°53d per cent on June roth when the market’s 
bid was reduced by 2d to {99 os rd. Applications 
totalled £3'78,640,000 and the market received 53 per 
cent of requirements. This week’s offer is (260 
million against corresponding maturities of {270 
million. ° 


» 1954 


EAGLE STAR INSURANCE COMPANY LIMITED 
Balance Sheet of Life Department Funds as at December 3st 
(including the English and Scottish, Sceptre and Star Closed Funds) 


Ki 


1953 


` 


b 


, less reserves 


gages and loans 


Mort 


Investments 
Ë 


£ 


[953 


£. 
58,787,469 


£ 


> 1954 
69,521,120 


Y 


inking Fund and Capital Redemption ji 


Assurance Funds 


6,581,776 


£ 
6,908,522 
20,952,103 


t charges 


ies, ren 


propert 


ld and leasehold 


and ground rents 
British Government securities 


Other stocks and shares 


Deposits at interest 
Other Investments 


revho 


1,896,131 
71,505,805 60,683,600 


4,685 


198; 


`. 


Life Assurance and Annuit 


s 


100,586 


1,080,049 
59,454,910 


23,831,874 


ef 
`. 
D 
H 
a 


* * a + + 


132,735 


136,314 


1,250,000 


ft 


KA / 


pect of; 
Deposits and current accounts 


Release from Investment reserve 


*Shareholders’ Accounts 
Due in res 


202,505 


eng 


116 
71,707,907 


ea *. ` 


oe 


Subsidiary 
Current Assets 


132,735 


1,386,314 


59,657,415 


71,707,907 


gdom income tax recoverable 


utstanding premiums 


gents and other insurance companies 


tors 


United Kin 


O 


Other deb 
in 


Due from a 


1,139,003 ` 


. 
` 


H 
` 


paid 


Due to agents and other insurance companies .. 


Ocher creditors 


ities, including provisions and reserves 


Claims admitted or intimated but not 
United Kingdom taxation 


Liabil 
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2,297,923 
£61,955,338 
i 


2,086,530 


£73,794,437 
B. E. $. MOUNTAIN, Chairman. 


JOHN SPENCER, Director. 


, 1953. 
, December 3lst, 1953. 


Star Fund, December ist 
English & Scottish Fund 


terest accrued, less tax 
(2) In our belief, the assets of the Eagle Star Funds included in the Balance Sheet are, in the aggregate, fully of the value stated therein. 


Balances at bankers and cash in hand 


£61 ,955,338 
D The Notes will be reproduced with the further reprint in the next issue. — Editor.] 


£73,794,437 
(The Directors’ statement below and the relevant Notes! . , . form part of this Balance Sheet.) 


d have been included in the Balance Sheet at or under their mean market values (less accrued Intorost) ag at the date of the last actuarlal valuation as shown 


since that Jate. 
December 3ist, 1953. 


le Sear Funds, December 3} st, 1954 


É 
ceptre Fund, 


Ea 
s 


n securities in each fun 
if acquired 


(I) The Stock Exchang 
below or at or undar cost, 
April 29th, 1955, 
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EAGLE STAR INSURANCE COMPANY LIMITED AND ITS SUBSIDIARIES 
Revenue Accounts of Life Department for year ended December 3lst, 1954 
(including the English and Scottish, Sceptre and Star Closed Funds) 
. Life Assurance and Annuity Account i 
SCH š a . vee ra 
Funds at the EES of the year 2% .. 58,787,469 49,977,176 Claims paid and outstanding: x 
Premiums .. Ga .. H 187,650 9,842,574 by death ES de SC es Sé 1,160,178 l 043,482 
Consideration for annuities granted a a "313 3190 128 by maturity ne os ; 773 
Income from investments, less tax Si on 2, 468, 318 2,147,395 Surrenders, including sürtender of bonus ag 271,571 251,721 
Transfer from investment reserve £1,250,900 Annuities .. 740,293 672,881 
Less Transfer to Company's Group BEEN refunds and ‘annuities sur- 
General Reserve ee = 1,250,000 rendered . ee vs e e ai 805,223 573,142. 
— — — Commission _ DR Ei a GC E 369, 726 352,135 
Transfer from reserves including Expenses .. ae se 38] 331 336,71! 
profit on realization of invest- Contributions to staff pension funds. s4 14, 500 43,500 
ments .. . 3,725,562 245,298 Transfer to Profit and Loss Account .. on 58, 555 39,757 
Less Transfer to contingency re- Funds at the end of the year .. = 69, 521, 120 58,787,469 
serve ee ee .. es 2,425,009 D See 
—— 1,300,562 
£74,057,189 £62,575,571 £74,057,189 £62,575,571 
Sinking Fund and Capital Redemption Insurance Account 
| SCH E Ka Se 
Funds at the SS of the rer gx Sa 1,896,131 1,982,190 Claims paid and outstanding . ; z3 2183 115,893 
Premiums .. Ce 113,125 [19,552 Annuities-certain .. ' A Sg EN 103,837 104,527 
Consideration for annuities-certain granted e 27,133 5, Surrenders $a Gi Se > ee 33,917 84,122 
Income from investments, less tax SN es 67,020 66,425 Commission sie Se Gë a ans 2,9 974 
Transfer from reserves including xpenses .. eg Ts 6,434 6,285 
profit on realization of invest- Transfer to Profit and Loss Account ws D 10,600 1,036 
ments .. és £187,635 5,767 Funds atthe end of che year .. ee 2 1,984,685 1,896,131 
Less Transfer to contingency re- 
serve .. eg Sa ee 75,000 — 
— 82,635 _ 
£2,186,044 £2,208,968 £2,186,044 £2,208,968 
Consolidated Revenue Accounts for year ended December 3ist, 1954 
Fire Insurance Account 
1954 1953 1954 1953 
£ £ . É £ 
Fund at the beginning of the year: : Claims paid and outstanding ae Ge Si 1,586,746 1,490,462 
Provision for unexpired risks .. E? ae 1,328,602 1302192 Commission š s ge de SS 721,397 655,224 
Additional provision and reserve... Së 225,000 100,000 Expenses .. vie 805,814 753,408 
Premiums .. S Sg 3,664,860 3,321,504 Transfer to Profit and Loes Account is sç 310,000 396,000 
Transfer from Profit ‘and Loss Account l. ie — 25,000 Fund at the end of the year: f 
Provision for unexpired risks . y e 1,465,944 1,328,602 
Additional provision and reserve Ka Se 328,561 225,000 
£5,218,462 £4,848,696 £5,218,462 £4,848,696 
i LA 
Accident Insurance Account 
including Personal Accident, Motor and Miscellaneous business 
1954 1953 1954 1953 
£ £ r £ £ 
Fund at the beginning of the ra Claims paid and outstanding e ie 3,870,806 3,668,261 
Pravision for unexpired risks . S Se 2,741,068 2,555,982 Commission s sx Ei CH zk 1,209,956 :164,983 
Additional provision and reserve e A 100,000 — Expenses 3 |, 708,036 RTE 
Premiums . A 2 7,154,809 6,852,669 Transfer to Profit and Loss Account ` ds 229,000 253,000 
Transfer from Profit and Loss Account — {00,000 Fund at the end of the year: . 
+Provision for unexpired risks .. SE ae 2,861,924 2,741,068- 
Additional provision and reserve š [17,055 100,000 
; Peary a s= G ech Lee, hn 
£9,995,877 £9,508,651 £9,995,877 £9,508,651 
—a s ——— n] =s SEENEN 
Marine Insurance Account 
including Aviation and Transit business 
e CH bc E / Ka š 
Fund at the beginning of the year oe 4 1,953,087 [937330 Claims paid, less salvages and refunds .. „ò i317 ,683 f 478,468 
Premiums, less SE discount and com- . : Expenses .. Ss "242,749 07,639 
mission ., .. we i oa 1,690,313 1,776,864 Transfer to Profit and Loss Account in respect 
. ; š, of 1951 and prior underwriting years 7 Be 50,000 75,000 
: Fund at the end of the year ge š ei 2,038,968 1,953,087 
£3,643,400 £3,714,194 £3,643,400 £3,714,194 
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CURRENT LAW 


Bankruptcy: Costs — Extortion 


In Re a Debtor (No. 75 of 1954); ex parte the 
Debtor v. F. A. Dumont Lid (Petitioning Creditor) 
the debtor,*at an interview with his creditors’ 
solicitors, agreed that he owed £840, being the 
amount of the debt plus costs, asked that he might 
pay by instalments, and was told that the creditors 
might require an indemnity as to their costs; that 
they intended in any event to proceed to judgment. 
To this the debtor agreed. There was no mention of 
bankruptcy proceedings. Judgment was obtained 
and, as the parties did not reach agreement as to the 
instalments and times for paying them, the creditors 
presented a bankruptcy petition which the debtor 
disputed on the ground that the creditors had been 
guilty of extortion in respect of the costs. 

The Court of Appeal refused to accept that there 
had been extortion, there having been no threat of 
any kind; and asserted that in any case whether there 
had been extortion was a question of fact. (Law Times, 
April 2and, 1955.) 


Equitable Assignment 


The plaintiffs in Walter © Sullivan Ltd v. F. Murphy 
& Sons Ltd were sub-contractors of the defendants, 
who became indebted to them to an amount which 
was in dispute. The plaintiffs issued a writ. Later, 
having become indebted to H. & Co, the plaintiffs 
gave the defendants an authority to pay H. & Co the 
sum of £1,538 17s 8d ‘from moneys owing by you 
to us’, the receipt of H. & Co to be a good and 
sufficient discharge. The authority was declared to 
be for consideration and irrevocable without the 
consent of H. & Co, and the latter undertook to pay 
over to the plaintiffs any sum remaining. The 
defendants argued that this amounted to an equitable 
assignment and that the plaintiffs could not proceed 
in their action without joining H. & Co as parties. 
The Court of Appeal held that the arrangement 
with H. & Co was an equitable assignment by way of 
charge of part only of the debt and that accordingly 
H. & Co must be joined and that without doing so, 
the plaintiffs could not recover even the excess. 
(Solicitors’ Journal, April 23rd, 1955.) 


Bankruptcy: Voluntary Gift — Service 

R. had the sum of {1,107 in a savings account. He 
withdrew it just before the presentation of a bank- 
ruptcy petition against him and deposited it with a co- 
operative society in the joint names of his children, who 
subsequently withdrew it and went to live in Cyprus. 

The trustee in the bankruptcy alleged that the 
transaction was an act of bankruptcy, being ‘a 
fraudulent . . . gift . . . of the property’ within 
Section 1 (1) of the Bankruptcy Act, 1914, and that 
his title De the trustee’s) related back and thus 
covered this property by virtue of Section 38 (a). 
Alternatively, the trustee argued that the, transaction 


was a voluntary settlement void under Section 42 
or a fraudulent conveyance under Section 172 of the 
Law of Property Act, 1925. 

Danckwerts, J., agreed that the trustee was entitled - 
to the money. Having already refused leave for service 
out of the jurisdiction as a case of tort under R.S.C., 
Ord. rr, r. I (ee) or of breach of trust under 
RSC, Ord. rr, r. r> (d), he made an order under 
RSC, Ord. rr, r. t (e), which is as follows: 

“The action is one brought against a defendant 
not domiciled or ordinarily resident in Scotland to 
enforce, rescind, dissolve, annul or otherwise 
affect a contract or to recover damages or ather relief 
for or in respect of the breach of a contract: 
(i) made within the jurisdiction, ot (ii) made by‘ 
or through an agent trading or residing within 
the jurisdiction on behalf of a principal trading or 
residing out of the jurisdiction, or (iii) by its terms or ` 
by implication to be governed by English law....’ 

(Re An Intended Action, Trustee of Rousou (a bankrupt) 
v. Rousou and Another, ([1955] 2 All E.R. 169).) 


Signature: Proof of Authority 


In London County Council v. Agricultural Focd 
Products Lid; London County Council v, Vitamins Lid 
(Solicitors Journal, April 30th, 1955), the Court of 
Appeal allowed the appeal and ordered a new trial 
in a case in which the County Court judge had held 
invalid a signature purporting to be that of the valuer 
to the London County Council, as the veluer had 
not himself made it, though it was made with his 
authority. Denning, L.J., said that ordinarily a 
formal document had to be signed by a person’s 
writing his own name; but that there were cases 
when a man could sign by the hand of another. 
He thought that a signature by proxy was permissible 
on a notice to quit, but that the signatory ought to 
have added the letters ‘pp’. To omit them was mis- 
leading and but for authority the learned Judge 
would have thought that the flaw was fatal. But 
R. v. Justices of Kent ((1873), L-R. $S Q.B.D. 305) and 
France v. Dutton ([1891] 2 Q.B. 208) shewed the 
contrary. Section or (1) of the Bills of Exchange Act, 
1882, proceeded on the same footing. : 


Moneylending: Memorandum to One Borrower 
of Two 


The defendants in John W. Grahame (English 
Financiers) Ltd v. Ingram and Others jointly and 
severally borrowed from the plaintiffs. A copy of the 
memorandum under Section 6 (1) (2) of the Money- ` 
lenders Act, 1927, was sent to only one of the borrowers. 
Another defendant did not receive a copy, although 
a second copy intended for him Had also been sent to 
the first. The Court of Appeal held that, having bor- 
rowed jointly and severally each of the defendants was 
a borrower and should have been sent a copy of the 
memorandum personally. Thus the contract was not 
enforceable. (Law Times, May 13th, 1955.) 
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THE ROYAL COMMISSION REPORT 
STOCK VALUATION 


We reproduce below the outline of ascheme recommended by the Royal Commission on 
the Taxation of Profits and Income and set out in Appendix II to their Final Repprt 
under the heading ‘Changes in the Trader’s Methed of Valuing Stock-in-trade’. 


1. The basic assumption is that the trader will count 
as profit or loss respectively the difference between the 
first cost and the ultimate sale proceeds of his stock-in- 
trade, that is to say, in spite of rising prices no perman- 
ent exclusion from income is permitted to reflect the 
fall in the purchasing power of money. Nevertheless, 
during the continuance of his business the trader should 
be permitted to value his stock in hand on a basis 
appropriate to the type of business carried on by him, 
provided that such basis, if used consistently over a 


` period of years, fairly reflects his profits. 


2. Accordingly, the trader would have an.option to 
value his stock on any of the following bases, with 
liberty to value parts of the stock on one basis and 
other parts on other bases as he may opt: 

(1) Cost at the accounting date computed: 

(a) on actual cost of identifiable parcels, or 

(b) on the ‘first in first out’ method, or 

(c) on the basis of the moving average, or 

(d) on the ‘standard’ cost basis, i.e. on the basis 
of a budgeted cost per unit, or 

(e) on estimated cost obtained by pricing the stock 
at current selling prices and deducting an 
amount equivalent to the normal profit 
margin and the estimated cost of disposal 

whichever is appropriate to the type of business 

and the nature of the stock concerned. 

(2) Market value of the stock at the accounting date, 
that is, either the price at which the stock could 
be replaced by purchase or the realizable value of 

' the stock on a going concern basis, namely, after 
deducting from current selling prices the estimated 
further expenditure to be incurred in bringing 
the stock into the state in which it would be sold 
and the costs of sale, including delivery. 

(3) A combination of the lower of cost or market 
value for each item or group of items of stock at 
the accounting date. 

-(4) Where base or standard quantities of raw materi- 
als, work in progress or finished goods are 
proved to the satisfaction of the Board of Inland 
Revenue, with the right of appeal on the part of 
the taxpayer to the Board of Referees, to be 
essential to the proper functioning of a business, 
those quantities of the same or similar goods may 
be valued on the base stock principle adapted 
so that any net additions to the quantity of stock 
held are brought into the stock valuation at the 
average cost of the additions. The initial stock 
at the conimencement or first adoption of the 
scheme would then be valued at actual cost at 
that date and all replacements of that stock 
up to but not exceeding the initial quantity 
would be valued at the same prices. All additions 


to the respective quantities of stock, after deduct- ` 


ing the consumption er disposals during the 
accounting period would be valued at the 
‘average cost of those additions. The cost of the 
` additions thus ascertained would be added to 


* 


and averaged with the initial stock to form a 
moving average price of the entire stock of each 
of the respective kinds held by the trader, Any 
subsequent net reductions in quantity of stock 
would be regarded as having been used or dis- 
posed of out of the entire stock at the average 
cost price so ascertained thus avoiding the necess- 
ity of identifying any reduction with a particular 
addition or ‘layer’ of stock as is required under 
the U.S.A. system. 
If at any accounting date, cost or market value computed 
as in (1) and (2) above respectively is lower than the 
value determined under (4) the lower value may be 
substituted and that lower value must then be adopted 
as the opening figure for the next accounting period. 

3. As a matter of mechanics in the trader’s accounts, 
the stock could be brought in at the figure resulting from 
the adoption of the chosen basis; alternatively, and this 
is to be preferred both for accounting reasons and so 
as to enable the Revenue to have a ready control, the 
trader could enter his stock at actual cost in his balance 
sheet and create a stock provision to reduce that cost to 
the chosen basis of valuation; such provision could 
then be deducted as a disclosed item in the balance 
sheet from the stock or included as a provision on the 
liabilities side of the balance sheet. 

4. The trader should have the right to adopt which- 
ever of the above bases he chooses at the first accounting 
date after the new scheme comes into force, or at any 
subsequent accounting date, but having once adopted 
such basis he should not be permitted to change from 
it for tax purposes except with the consent of the Board 
of Inland Revenue and subject to such conditions as 
they may require, with a right of appeal to the Board of 
Referees against any refusal or any condition imposed 
by the Board of Inland Revenue. 

s. Bases 2 (1), (2) and (3) are conventional in this 
country. Basis 2 (4) is a combination of the base stock 
and the LIFO method of valuation and although not a 
new idea, being in fairly general use in the U.S.A. and 
Canada, it has not been generally used here. 

6. There would appear to be no inherent transitional 
difficulties; the same basis of valuation must obviously 
be employed at both the beginning and end of the first 
accounting period for which the scheme, has been 
adopted. The opening stock therefore will have to be 
valued on the new basis at the opening date. In the 


event of a change this will differ from the basis of 


valuation at the close of the preceding accounting 
period. It could be argued that the adjustment to the 
new basis at the beginning of the new basis could 
appropriately be ignored but on the other hand equity 
demands that such adjustment should be included as 
a credit (or a debit) in the tax computations, other- 
wise, taking the life of the business as a whole and 
bearing in mind that ultimately there should be 
brought to credit the excess of proceeds over cost, the 
leaving out of this adjustment would constitute an 
unjustifiable gap in this conception. On balance, 
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therefore, it seems that any uplift should be included 
as a taxable credit, and any reduction in value as an 
allowable loss at the date of the change. 

7. There next falls to be considered the question of 
whether a trader, having adopted one of the permitted 
bases, should be allowed to switch to another of such 
bases and whether the difference caused by switching 
should be brought into account for tax purposes. It is 
suggested that this facility should be permitted pro- 
vided always that the basis of valuation adopted is not 
lower than any one of the four bases detailed above. The 
effect of the switch would be included as a taxable 
profit or as an allowable loss. 

8. Problems arise in determining what should be 
done in the event of any one of the following: 

(1) A change in the nature of the business so that 
the whole of its stock is realized and it holds no 
other stock. 

(2) A change in the nature of the business so that 
henceforth the stock held is different in character’ 
from that formerly held. 

(3) A change in the ownership of the business 
constituting a cessation for tax purposes. 

9. In regard to 8 (1), the stock in respect of which 
the provision will have been created, i.e. which has 
been effectively written down for tax purposes below 
historic cost, will no longer be held, therefore, in 
principle the provision or write-down is no longer 
required so that the whole of the proceeds of that stock 
should be brought to account for tax purposes. 

ro. In regard to 8 (3), cessation, the basic principle 
is that when the business comes to an end the pro- 
visions or write-down of stock are no longer required. 
and should be brought back into the tax computations. 
So as to protect the Exchequer against the possibility 
of these sums not being taxed in full owing to the 
operation of the cessation rules it is suggested that the 
amount brought back should be separately assessed in! 
much the same manner as a balancing charge on plant 
and machinery is dealt with on a cessation. Special cases, 
however, require separate consideration. These are: 

(1) Company reorganizations and amalgamations; in 
this field it is suggested that if there is no material 


THE ACCOUNTANT 


June 18th, 1955 


change in the beneficial ownership of the share 
capital, i.e. there is a continuance of common 
control, the rules should be the same as for the 
sales of plant and machinery between companies 
under common control, namely, that the existing 
tax values may be transferred from the vendor to 
the purchaser. 

(2) In the case of individuals the inclusion of the 
stock write-back in the income of the year. of 
cessation of business might well throw the, 
taxpayer into a much higher rate of surtax than 
would otherwise be the case and there seems a 
good reason for granting a right to spread back 
this special credit in so far as assessment to 
surtax is concerned. The number of yezrs spread 
is amatter of choice, but it is suggested that three 
would be appropriate. 

11. With: regard to 8 (2), the general rule should be 
that a trader cannot be permitted to use, for the 
purpose of his stock-pricing, prices ruling at dates 
earlier than his first acquisition of the respective types 
of stock concerned. Consequently, where there is a 
change in the nature of the stock, stock of one kind being 
disposed of and replaced by stock of a different kind, any 
stock provisions previously set up and retained against 
stocks of a kind no longer held should be written back to 
profits; and as regards the new kinds of stock the trader 
should bein the position of adopting the scheme afresh 
with effect only from the date of purchase of the kinds 
of stock and on the bases of the costs then current. .” 

There can, however, be a change in the kind of stock 
without there being any change in the nature of the 
business. An example in point is that of raw materials 
which, whilst different from, are nevertheless of the 
same nature as, are interchangeable with and have 
been substituted in use for, the raw materials held at 
the end of the previous accounting period. In such a 
case it might be reasonable, if practicable, to ignore 
the substitution and permit the goods in stock at the 
end of the accounting period to be valued on the basis 
of the prices or costs ruling for them at the date when 
the scheme commenced or the trader first adopted it or 
first acquired the substituted lines as the case may be. 


CORRESPONDENCE 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Depreciation 

Sir, — With respect, I do not think your footnote to 
the letter from Mr D. E. Evans on the question of 
depreciation, in the issue of May 21st, completely 
answers his query. 

Depreciation is deducted from the asset in the 
balarice sheet in accordance with paragraph 5, Eighth 
Schedule, Companies Act, 1948. Yours faithfully, 


Bidborough, Kent. W. G. BROOKES. 


[We understood Mr Evans to be concerned with the 
theory lying behind the practice of deducting deprecia- 
tion from assets in balance sheets. The practice itself is 
of considerably greater antiquity than the Companies 
Act, 1948, which simply applies it. It need not be 
followed where costs of replacement are charged 
against specific provision for renewals, or directly. 
to revenue (Companies Act, 1948, Eighth Schedule, 
paragraph s (2) (b). — Editor] 


Final Accounts 


SIR, — During the nastier pauses in between the 
nicer points of composition of professional certificates 
appropriate to the final accounts of sole traders and 
partnerships, should not a thought be spared for 
those baffling bits of paper on which these certificates 
are so often written? 

The following communication has been received 
from an Inland Revenue district office: 


‘I thank you for your letter of May 31st, 1955, 
and note that you state that these are the final 
accounts. I shall be glad, however, if you will let 
me know whether your client is continuing as a 
[vocation named] at [business address named]. I£ not, 
what is his present business or employment?’ 


Yours faithfully, 
FIRECRACKER. 


k... 
kas 
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THE INSTITUTE OF © 
COST AND WORKS ACCOUNTANTS 
TWENTY-SIXTH NATIONAL COST CONFERENCE 


The twenty-sixth national cost conference of The 
Institute of Cost and Works Accountants was held on 
Friday, June 3rd, at the Victoria Halls, Bloomsbury, 
London, and was presided over by the President, 
Mr W. E. Harrison, F.c.w.a. The conference was 
preceded on Thursday evening by the President’s 
reception and followed on Saturday morning by the 
Institute’s thirty-sixth annual general meeting. 

The proceedings on Friday morning commenced 
with an address by the President, from which we 
reproduce the following extracts: 


EXTRACTS FROM 
PRESIDENTIAL ADDRESS 


Cost Accounting and Increased Efficiency 


How does cost accounting — or management account- 
ing — help towards the achievement of ... increased 
efficiency? In general, by providing information to 
management at all levels indicating the effect of action 
taken, and the probable effect of suggested lines of 
action. . . I would like to indicate a few of its uses which 
are not, perhaps, fully appreciated by either business 
managements or cost accountants. Firstly, I would 
suggest that in the consideration of new- projects, 
whether these be new products, new machinery, or 
new organization, the cost accountant should be brought 
into the discussions at the earliest stages. Designers, 
engineers, and other technicians should have his advice 
freely available, since the cost aspect of any problem 
is almost always an important one, and cost information 
in the early stages of any development work may save 
many hours of fruitless labour. 

Then, in conjunction with the production control 
organization, the cost accountant can indicate the con- 
siderable savings to be made by passing the production 
through a factory in the quickest time, and with the 
minimum lock-up of materials and labour. Many 
businesses at the present time find themselves — 
apparently — short of working capital, and are yet 
carrying excessive stocks of raw materials and work in 


. progress, 


Monthly Trading Accounts 


The compilation and presentation of monthly trading 
accounts is of great value, but I think it is fair to 
say that the majority of businesses in this country 
do not trouble, or are not able, to compile such 
accounts, and consequently have only a hazy idea of 
the progress they are making until their annual accounts 
are presented. ‘The compilation of monthly accounts 
carried out as part of a good costing system is an 
excellent method of creating confidence and removing 
uncertainty when a business is making progress, and 
is the surest and quickest way of indicating that fact 
when progress is not being made. 


Budgetary Control 
Budgetary control, that is, control of expenditure 


„through budgets, and not merely budgeting without 


exercising the control, is another aspect of cost 
accounting which is not used in British industry to 
the extent that it could be. The compilation of the 
various budgets makes each executive aware of his 
responsibility for the expenditure of money and 
effort, and of the results which he should obtain from 
this expenditure. Having assisted to compile a budget, 
and having agreed that he can work to it, the manager 
is certain to make every effort to obtain the desired 
result. The co-ordination of all budgets by the cost 
accountant shows clearly the ultimate objectives of 
the business, and if the technique is properly used, 
the target is likely to be set higher, and the ‘gold’ is 
more likely to be hit, if proper control is exercised, 
than would be the case where such control is not used. 


‘Local Cost Groups’ 


The large number of small businesses which help 
to make up British industry presents a problem in 
cost accounting which is not easy to solve. These small 
businesses are of all types, some inefficient, some 
normally efficient, and some very efficient, but most 
of them suffer from lack of knowledge. regarding their 
own costs, and of cost accounting generally. A few 
trade associations have rendered a service to these 
businesses by the provision of uniform costing schemes 
for their industry, but much still remains to be done. 
The creation of ‘local cost groups’ of a number of 
businesses in industry, each group serviced by a cost 
accountant, on the lines of the groups formed in the 
U.S.A., is, in my opinion, a logical solution of this 
problem. 


Rapid Growth in Membership 


Membership of the Institute continues to grow 
rapidly, and branch activity, by means of which most 
of our members take part in Institute life, grows even 
more rapidly. We are particularly proud of the fact 
that during the past winter session practically 500 
lectures, discussions, debates, or similar meetings took 
place. These meetings are of great value to the mem- 
bers taking part in them, and I would suggest that in 
future sessions opportunity should alway? be taken 
to make at least one meeting open to persons outside 
the Institute who are interested in cost accounting, 
or who come into contact with it in their particular 
occupations. 


TECHNICAL SESSIONS 


‘Better Types’ 


The paper at the first technical session on Friday 
morning, when the chair was taken by Mr F. W. A. 
Saunders, F.C.W.A., was given by Mr E. F. Brown, 
F.c.w.A. “The world has always needed better types’, 
he said, and then proceeded to indicate the way in 
which he thought better types could be produced, with 
particular reference to cost accountants. 
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The better types will appear, he said, only if those 
who successively play a part in their development 
provide the means by which they may develop. In 
the case of cost accountants, those concerned are: 
(i) the basic educational establishments; (ii) those who 
specifically train the registered student for his profes- 
sional examinations; (iti) the Institute; and (iv) industry. 

When the young man has decided on a cost account- 
ancy career, it seems desirable, thought Mr Brown, 
for contact to be established between the Institute and 
the employer in order that the latter shall know what 
is likely to be required of the prospective member. 
Annual reports from the employer, indicating the 
experience gained by the student, seem to be not 
undesirable. 

With regard to the specialist tutorial bodies, the 
Institute must necessarily remain somewhat aloof. But 
it is essential that it should advise the tutorial bodies 
what knowledge is required of students, what general 
weaknesses are noticeable in examinees and what 
changes in current thinking are taking place. 

Finally, Mr Brown concluded, it should be widely 
recognized that the worth-whileness of acquiring 
membership of the Institute is not confined to registered. 
students fresh from their basic education, it is also for 
those who have qualified in’ other fields and find the 
Institute qualification something that is complementary 
and which will fit them for the higher posts in industry. 


‘Work Study and Control’ 


At the second technical session on Friday afternoon 
the chair was taken by Mr G. Nicholson, F.c.w.a., 
and the paper presented by Mr R. M. Currie, M.L.C.E., 
M.I.MECH.E., M.I.PROD.E. The fact that buildings, plant, 
materials and services can only contribute to production 
through the agency of labour emphasizes, said Mr 
Currie, the importance of organized procedures which 
will assess continuously the effectiveness of labour. 
Method study, continued Mr Currie, develops the 
best method of doing a job under existing circumstances 
and then work measurement sets a target time for 
performing that specified method. It is a simple 
matter to convert that time to a target cost by using 
the wage rate of operators performing that particular 
work. It then only remains to record continuously the 
actual time taken to do the job and convert that to 
costs for the purpose of comparison. Hitherto the 
difficulty has been to measure a sufficiently high 
proportion.of work in an organization to develop really 
satisfactory procedures. It is only recently that the 
techniques of work study have advanced to the 
point whee this can be done, I 


BANQUET 


6 
The banquet was held at The Dorchester, Park Lane, 
London, W1, on the Friday evening and was attended 
by about 350 members and guests. 

Mr W. E. Harrison, F.C.W.A., President, who was 
accompanied by Mrs Harrison, was in the chair, and 
among those present were 

Dr A. M. Allen, M.A., B.COM., F.C.I.S. (Secretary, Char- 
tered Institute of Secretaries), and Mrs Allen; Mr Stanley J. D. 
Berger, M.C., F.c.1.8. (Director of the Institute), and Mrs 
Berger; Mr F. Bray, c.B. (Under-Secretary, Ministry of 
Education), and Mrs Bray; Mr W. S. Carrington, F.C.A, 


(President, Institute of Chartered Accountants in England’ 


and Wales), and Mrs Carrington; Mp L. F. Cheyney, 
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F.I.M.T.A., F.S.A.A. (Secretary, Institute of Municipal Treas-_s 
urers and Accountants), and Mrs Cheyney; Mr A. W. 
Christmas (Vice-President, New Zealand Society of Account- 
ants), and Mrs Christmas; Mr Frank Cleland, F.c.a. 
(President, Institute of Chartered Accountants in Ireland), 
and Mrs Cleland; Mr I. A. F. Craig, ong, B.A. (Secretary, 
Society of Incorporated Accountants), and Mrs Craig; Mr 
R. M. Currie, M.1.C.E., M.I.MECH.E., M.I.PROD.E., and Mrs 
Currie. 

Mr Roland Dunkerley, J.P., F.c.w.a. (a Past-Presi- 
dent), and Mrs Dunkerley; Sir Archibald Forbes, c.a. 
(Chairman, The Iron and Steel Board); Mr W. Macfarlane 
Gray, F.A.C.c.A. (President, Association of Certified and 
Corporate Accountants), and Mrs Macfarlane Gray; Sir 
Edwin Herbert; Mrs Donald Judd; Mrs Kennard; Sir 
Norman Kipping, J.P. (Director, Federation of British 
Industries), and Lady Kipping; The Rt. Hon. The Lord 
Latham, vert, J.P., BAGGAI Mr E. H. V. McDougall 
Secretary, Institute of Chartered Accountants of Scotland), 
and Mrs McDougall. 

Mr Alan S. Maclver, M.c., B.A. (Secretary, Institute 
of Chartered Accountants in England and Wales}, and Mrs 
MacIver; Mr Ian T. Morrow, C.A., F.c.w.a. (a Vice- 
President), and Mrs Morrow; Mr G. Nicholson, F.c.w.a. 
(a Vice-President), and Mrs Nicholson; Mr F. Cameron 
Osbourn, M.B.E., B.A., LL.B. (Secretary, Association of 
Certified and Corporate Accountants), and Mrs Osbourn; 
Mr B. G. Porter, p.r.c. (President, Chartered Institute of 
Secretaries), and Mrs Porter; Colonel D. Portway, T.D., M.A., 
D.L., J.P. (Master of St Catherine’s College, Cambridge), and 
Major D. L. M. Portway, W.R.A.C.; Sir Walter Puckey, 
M.I.PROD.E., F.LIA., (President, Institute of Production 
Engineers), and Lady Puckey; M. Francois-M. Richard 
(President, La Compagnie Nationale des Experts-Compitables); 
Mr Lawrence W. Robson, F.C.A., F.c.w.a. (a Past-President), 
and Mrs Robson. 

Mr F. W. H. Saunders, F.c.w.a. (Immediate Past- 
President), and Mrs Saunders; Mr H. F. Spencer (Chairman, 
British Institute of Management); Mr G. C. Stone, F.c.w.a. 
(a Past-President); Mr G. M. Storie, B.COM., C.A., and Mrs 
Storie; Mr C. W. Summers, F.C.W.A. (a Past-President), and 
Mrs Summers; Mr S. Vieyra, B.COM., C.A.(S.A.), A.C.W.A,, 
and Mrs Vieyra; The Rt. Hon. Patrick Gordon Walker, 
P.C., M.P., and Mrs Patrick Gordon Walker; Mr R. B. 
Williams-Thompson; Mr H. Wilmot, C.B.E., F.c.W.A. 
(a Past-President). 


Proposing a toast to “The Institute of Cost and 
Works Accountants’, the Rt. Hon. Patrick Gordon 
Walker, P.C., M.P., said in the course of his speech: 
“The secret of production is skilled management and 
the secret of skilled management is good accountancy.’ 
As time went on, business, whether private or public, 
would be on a large scale and the people in charge of 
it were in danger of losing touch with the various 
elements in it, both human and material. It was here ` 
that the accountant could find ways of keeping a 
check which would otherwise be lost in these vast 
concerns. 


Medals for Service to the Profession 


Turning to the Institute’s domestic affairs in the 
course of his reply, Mr Harrison spoke of the introduc- 
tion of gold and silver medals for service to the 
profession, and announced that the first gold medal 
for ‘exceptional merit’ had been awarded to Mr 
Roland Dunkerley. (Applause.) Mr Harrison said the 
award was made for ‘outstanding services to the 
Institute and the profession over a great number of 
years’. š 

'The toast to “The Guests' was submitted by Mr 
Tan T. Morrow, GA, F.C.W.A., and Sir Archibald 
Forbes, C.A., replied. 
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“THE INSTITUTE OF MUNICIPAL 'FREASURERS 
AND ACCOUNTANTS 
SEVENTIETH ANNUAL CONFERENCE ; 


The seventieth annual conference of The Institute of 
Municipal Treasurers and Accountants was held at 
the Leas Cliff Hall, Folkestone, on Wednesday, 
Thursday and Friday of this week. Some r,300 members 
and representatives from local and public authorities 
throughout the country attended. 

A reception and dance at the invitation of the 
President, Mr T. L. Poynton, ¥.1.M.T.a., and the 
Council of the Institute was held on ‘Tuesday evening, 
and the conference commenced on Wednesday morning 
with an official welcome by the Mayor of Folkestone, 

followed by Mr Poynton’s presidential address. In the 
` afternoon, Part A of the annual report of the Council 
was considered, and afterwards the presentation of 
prizes awarded on the results of the 1954 examinations 
took place. The seventieth annual general meeting of 
members was then held and we reproduce below 
extracts from the report of the Council for 1954-55: 


EXTRACTS FROM REPORT OF THE 
COUNCIL FOR 1954-55 


Central and Local Finance: Revaluation 


The Government’s decision to defer the operation of the new 
valuation lists until April 1st, 1956, was referred to in last 
year’s report, as were also some of the difficulties resulting 
from this delay. The Rating and Valuation (Miscellaneous 
Provisions) Bill which has recently been presented to 
Parliament gave some indication of the Government’s 
intentions about the publication of the lists and the 
machinery for proposals for alterations in them. Although 
the Bill was given its second reading with considerable 
debate, it passed that stage without a division, Subsequently, 
however, it joined others which had to be abandoned 
' because of the dissolution of the present Parliament, 
and it will, therefore, have to be introduced again after the 
general election. It seems fairly certain that the Bill in its 
original form or something very similar to it will become 
law early in the lifetime of the new Parliament and that it 
will govern the time-table of the new valuation lists. 

On the introduction of the Bill, rating authorities were 
quick to realize some of the difficulties which would arise 
from its provisions, among them the following: 

(a) Rateable values will not be known until the end of 
December, and many authorities will have to prepare 
their rate estimates for 1956-57 with little or no 
knowledge of effect of the new values upon rate 
poundage. 

(b) Proposals for alteration of the lists will be numerous, 
settlement of them will extend far into the following 
rating year, and no finality will be reached for some 
time, 

(c) Alterations in the form of the lists, such as variations 
in the description of properties, will delay the 
machinery of demand note preparation. 

(d) The effect of the revision of rateable values upon 
Government grants cannot be known until long after 
the time when the amounts are required for purposes 
of rate levy. This applies to such grants as education 
a housing as well as to the Exchequer Equalization 

rant. z 

Numerous discussions have been held between the 
financial advisers to local authority associations and the 
Ministry and the Inland Revenue with the result that it 
. seems likely that some of these difficulties could be over- 


come at least in part. For instance, it was agreed that 
rating authorities should have an early opportunity of 
getting advance information as to descriptions and situation 
of hereditaments in order that the work of preparing 
demand notes could be expedited. It is also expected that 
the Inland Revenue will be prepared to discuss with chief 
officers of rating authorities the probable totals of the lists 
and the general trend in the assessment of hereditaments 
previously eligible for compounding. If these arrangements 
materialize, they will help I the preparation of calculations 
of rate product and in considering the effects of the re- . 
valuation on existing compounding arrangements. 

< A further point arising from revaluation is the pro- 
cedure proposed by the Treasury for the payment of 
contributions in lieu of rates on Crown properties. For the 
year 1956-57 payment will be on the basis of the old figures 
and it will not be until 1957-58 that new values will take 
their place. Although there will be retrospective adjustment 
there may be a cash difficulty in the collection year 1956-57 
in authorities which have a high proportion of Government 
property. 

Income Tax and Superannuation 


An event of some importance in income tax practice has 
been the issue of the Superannuation (Benefits) Regulations 
and their consequent effect on the income tax liability of 
superannuation funds. Benefits payable from funds now 
include lump sums, and therefore funds are no longer 
wholly approved under Section 379 of the Income Tax Act, 
1952. As a result, those funds in which investment income 
is greater than pensions paid will bear tax on a proportion of 
investment income; and in addition tax may be payable 
under Regulation 8 of S.R. and O., No. 1699, of 1921, on a 
ST . 

proportion of transfer values, lump-sum benefits and re- 
funded contributions. The existence of local Act funds 
and the presence within funds of employees who are 
subject to the National Health Service Superannuation 
Regulations, adds complexity to the problem, and the 
Income Tax Committee is discussing with the Inland 
Revenue the drafting of working rules for the guidance of 
treasurers. The subject is most difficult and complicated, 
_although the amounts involved will in many cases be very 
small and quite out of proportion to the effort involved in 
their calculation. The Committee earnestly hopes that 
after consideration of the report of the Millard Tucker 
Committee on the taxation treatment of provisions for 
retirement the Government will be able to introduce 
legislation which will simplify the computation of these 
- liabilities. 

* 
Publicity and Information Centres 


Following representations by a local authority, the Institute 
prepared for submission to the Inland Revenue a case for 
the concessional exemption of information and publicity 

' centres from Schedule A tax, on the grounds that they fall 
under Section 448 (1) (a) of the Income Tax Act, 1982, as 
being buildings owned, occupied, and maintained solely for 
charitable purposes. The Inland Revenue could not agree 
care SC argument was well founded and the concession was 
refused. š 


Income Tax and Town Planning Grant 


The Committee has considered the question whether interest 
paid on Town Planning loans must be deemed to be paid 


. out of Government grant so that a separate assessment is 
+ required under Section 170 of the Income Tax Act, 1952. 


‘At present no authority seems to be seriously affected but 
the Committee is keeping the matter under observation. 


` 
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Roll of Membership 


The membership of the Institute as at January ist, 1954, and 
January rst, 1955, is set out below: 
January Ist, January Ist, 


1954 1955 

Honorary Members 306 299 
Honorary Fellows .. 26 31 29 
Member? — Fellows .. 521 553 
Associates .. 1,910 2,003 


Students Si Se .. 1,935 1,057 
These figures continue to reflect the steady growth in 
membership which was noted in last year’s report... 


Accounts 


The revenue account for the year ended December 31st, 
1954, and the Balance Sheet at that date are published as an 
appendix to this report. For the year under review there 
was a surplus of £1,587. 


Officers and Council 


As already announced, the following Fellows have been 
elected to the respective offices for the year 1955—56: 
President: Mr T. R. Johnson. 
Vice-President: Mr Ernest Sinnott. 
Honorary Treasurer: Mr Robert Sutcliffe, M.B.E. 


ANNUAL DINNER 


The Institute’s annual dinner and dance was held at The 
Hotel Metropole on Wednesday evening and proved most 
successful. 


CONFERENCE SESSIONS 
‘The Welfare State and Local Authorities’ 


Addressing the conference on Thursday morning on the 
subject ‘The Welfare State and local authorities’, Sir 
George Schuster, K.C.S.1., K.C.M.G., C.B.E., M.C., Director 
of the Westminster Bank, and Chairman of the Oxford 
Regional Hospital Board, stated that the most important 
implication of the idea of a Welfare State was that the 
Government must carry the overall responsibility not only 
for the social health of the nation but also for regulating its 
economic activities in such a way as to maintain its 
economic health. 

Sir George then asked if the whole conception of Welfare 
State policy was on the right lines, so that we can all put 
our hearts into our work, confident that we are on the 
path of progress and not heading for disaster. In forming 
a judgment about the policy since the war, we had to. 
remember that such success as we have achieved so far in 
the economic field has not been solely due to our own 
skill or effort. The increase_in exports, for example, has 
only been possible owing to the prosperity of our main 
customers in export markets. British policy has contributed 
to that condition, but it could not alone have created it. 


Ú Main Requirements 
The need. for efficiency is today chiefy thought of as a 
need for productive efficiency in industry and it is obvious 
that the success ‘of our ‘welfare plus defence State’ depends 
upon it. Local authorities should be just as much concerned 
as industrial organizations with developing good methods of 
management. 

The second requirement was flexibility, the need for the 
will and ability to adapt our efforts to changing conditions. 

The last requirement resulting from the conditions 
created by the Welfare State policies was the need for co- 
operative co-ordination of the national effort — the need to 
find ways for combining central guidance of policy with 
decentralized executive action. This latter problem is one 
which arises in many forms in the conditions of today. 
Here again there is much to be learned by local authorities- 


t Not reproduced. — Editor. f e 
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from the experience and methods developed by some of our ; 
largest industrial undertakings. 


Conclusion 


Sir George said that his object had been to consider the 
tasks of local authorities, not in isolation, but as part of a 
broad effort which must take account of national purposes 
and problems. His simple ideas were that it was right to 
stand for generous rather than restrictive policies and for 
individual freedom rather than tyranny by the State. 
Provision of social security is right, but it cannot survive 
unless supported by an adequate productive effort. A 
system of high wages is right, but cannot succeed unless the 
high wages are earned by good work. The conception of a 
concerted national economic policy is right, but in a free 
country it can only succeed if there is a pervading spirit of 
willing co-operation. 


‘The Changing Pattern of Local Government 
Expenditure’ 


Mr Gilbert Sugden, Borough Treasurer of West Bromwich, 
addressed the conference on Thursday afternoon on ‘The 
changing pattern of local government expenditure’. He 
described how annual expenditure by local authorities 
from the rate fund had increased by £800 million, or 
750 per cent, during the forty years from 1913-1953. 
During the same period rateable value had increased by 
only 61 per cent, and only a tremendous increase in 
Government grants had prevented rate poundages reaching 
very burdensome levels indeed. 

Education expenditure, which had always been prominent, 
had become increasingly important since the passing of 
the Education Act, 1944. Expenditure on the health services 
accounted for a similar percentage in 1953 as in 1923 ~ 
mainly due to the transfer of hospitals to the State. The 
percentage attributable to highway expenditure had fallen 
from 17 per cent in 1913 to 8 per cent in 1953 and this fall 
was accompanied by a steady deterioration in highways 
maintenance. 

Mr Sugden stated that the most striking feature of 
expenditure on capital works was the concentration on 
housing since 1939. He went on to describe the growing 
reliance upon Government grants, and stated that by 
1952-53, 42 per cent of the rate fund expenditure was 
financed by the Government. 


Pattern of Rate Poundages 


Differing valuation standards made rates in the £ a poor 
index of rate burden and expenditure. Nevertheless, rate 
poundages were of considerable practical and psychological 
importance. Taking the county boroughs as a representative 
sample, it was evident that the upward trend in rates 
had been accompanied by a narrowing of the range. Most 
towns were now average spenders and had resources 
sufficient to provide reasonable standards of service. The 
differences which had existed between one town and another 
in 1939 had largely disappeared. 


Conclusion 


Local government had suffered a contraction of functions; 
large and interesting services had been transferred, amenity 
services were often allowed to stagnate, Government 
controls had increased tremendously. Nevertheless, there 
was still interesting and valuable work for both elected 
representatives and officers, and in Mr Sugden’s view 
there was no need for drastic overloading of local govern- 
ment organization or finance. 


INVESTITURE OF NEW, PRESIDENT 


-The new President, Mr T. R. Johnson, F.1.M.T.A., F.S.A.A., 


was invested on Friday morning, after which the conference 
was addressed by the Rt. Hon. R. A. Butler, C.H., M.P., 
Chancellor of the Exchequer. 

There were the usual admirable social functions, among - 
which was a golf competition held or the course of the 
Foikestone Golf Club. 
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ACCOUNTANTS IN ENGLAND AND WALES 


FINDING AND DECISION OF THE APPEAL COMMITTEE 


Finding and Decision of the Appeal Committee of the Council of the Institute appointed pursuant to bye-law 
108 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a hearing 
held on May 31st, 1955. 


The Appeal Committee heard an appeal by William 
Cecil Weatherburn Baker, a.c.a., against the inclu- 
sion of his name in any publication of the finding 
and decision of the Disciplinary Committee dated 
April 6th, 1955, upon the following formal complaint 
preferred by the Investigation Committee of the 
Council to the Disciplinary Committee: 

“THAT William Cecil Weatherburn Baker, 
A.C.A., Was on January 28th, 1955, convicted at 
Bow Street Magistrates’ Court on a charge under 
Section 32 (1) of the Larceny Act, 1916, 

‘IN THAT he by a certain false pretence and 
with intent to defraud did cause the sum of {750 
in money to be paid by a certain person to himself 
for the use and benefit of himself 

“SO as to render himself liable to exclusion or 


suspension from membership of the Institute.’ 

Having considered the transcript of the shorthand 
note of the proceedings before and the documents 
produced to the Disciplinary Committee and having 
considered a submission by the appellant, the Appeal 
Committee affirmed the finding of the Disciplinary 
Committee that the formal complaint against William 
Cecil Weatherburn Baker, a.c.a., had been proved 
and affirmed the decision of the Disciplinary Com- 
mittee that William Cecil Weatherburn Baker, A.C.A., 
of 5 Epple Bay Road, Birchington, Kent, be excluded 
from membership of the Institute. The Appeal Com- 
mittee further affirmed that there did not exist any 
special circumstances which would justify the omis- 
sion of his name from the publication of the finding 
and decision. 


NEW LEGISLATION 


All new Acts will be noted in this column together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be sbiained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC 2. 


STATUTES 
(3 & 4 Eliz. 2) 


Chapter 15: Finance Act, 1955 


An act to charge income tax for the year 1955—56 and 
fix the rates of tax for that year, to fix the rates of surtax 
for the year 1954—55 and to alter the law as to certain 
of the personal reliefs. 


May 6th, 1955. 


Chapter 16: Appropriation Act, 1955 


An Act to apply a sum out of the Consolidated Fund 
to the service of the year ending on March 31st, 1956, 
and to appropriate the supplies granted in this session 
of Parliament. 


Price rs od net. May 6th, 2955. 


Chapter 17: Isle of Man (Customs) Act, 1955 
An Act to provide for confirming resolutions of the 
Court of Tynwald with respect to customs duties in 
the Isle of Man and to authorize the Court of Tynwald 
to carry out any agreement made with the Government 
of the United Kingdom as to the payment into the 
Exchequer of any of the proceeds of those duties. 


„Price 2d net. May 6th, 1955, 


Chapter 18: Army Act, 1955 
An Act to make provision with respect to the Army. 
Price 4s net. May 6th, 1955. 


Chapter 19: Air Force Act, 1955 
An Act to make provision with respect to the Air Force. 
Price 4s net. May 6th, 1955. 


Chapter 20: Revision of the Army and Air Force 
Acts (Transitional Provisions) Act, 1955 


An Act to continue the Army and Air Force Acts until 
the appainted day, and to make, with respect to the 
replacement thereof by new provisions, certain transi- 
tional provisions and savings and amendments of ather 
enactments relating to those Acts or otherwise to the 
armed forces of the Crown; to make permanent certain 
provisions contained in the said Acts; and to repeal 
certain enactments relating to the armed forces of the 
Crown which are rendered unnecessary by the expiry 
of those Acts or are otherwise obsolete. 


Price Is net. May 6th, 1955. 


Chapter 21: Crofters (Scotland) Act, 1955 


An Act to make provision for the reorganization, 
development and regulation of crofting in the crofting 
counties of Scotland; to authorize the making of grants 
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and loans for the development of agricultural produc- 
tion on crofts and the making of grants and loans 
towards the provision of houses and buildings for 
crofters, cottars and others of like economic status; 
to re-enact the provisions of the Landholders Acts 
with respect to cottars; and for purposes connected 
with the matters aforesaid. 


Price Is 9d net. May 6th, 1955. 


Chapter 22: Pensions (India, Pakistan and 
l Burma) Act, 1955 


An Act to enable effect to be given to arrangements 
as to pensions and connected matters made or to be 
made between Her Majesty's Government in the 
United Kingdom and the Government of India or 
the Government of Pakistan, and to amend the law in 
relation to certain pensions and other benefits arising out 
of service in or connected with India, Pakistan or Burma. 


Price 5d net. May 6th, 1955. 


Chapter 23: British Museum Act, 1955 


An Act to empower the Trustees of the British Museum 
to lend for the purposes of research objects comprised 
in the collections of the Natural History Departments 
of the British Museum and to destroy objects so com- 
prised which have become useless by reason of infesta- 
tion oz physical deterioration. 


Price 2d net. May 6th, 1955. 


Chapter 24: Requisitioned Houses and Housing 
(Amendment) Act, 1955 


An Act to repeal the power to requisition land for 
housing purposes under Defence Regulations and 
transfer to local authorities in England and Wales the 
right to possession of requisitioned houses for a limited 
period; to make provision for the earlier release of such 
houses in certain cases and for matters connected 
therewith; to authorize payments out of moneys pro- 
vided by Parliament in respect of expenditure of local 
authorities to whom the said right is transferred; to 
regulate the payment of sums issued out of the con- 
solidated fund under subsection (1) of Section 8 of the 
Housing (Temporary Accommodation) Act, 1944; to 
amend Sections 94 and 150 of the Housing (Scotland) 
Act, 1950; and for purposes connected with the 
matters aforesaid, 


Price 9d net. May 6th, 1955. 


Chapter 25: Oil in Navigable Waters Act, 1955 


An Act to enable effect to be given to. the International 
Convention for the Prevention of Pollution of the Sea 
by Oil, 1954, and otherwise to make new provision 
for preventing the pollution of navigable waters by oil. 


Price Is net. May 6th, 1955. 


Chapter 26: Public Service Vehicles (Travel 
Concessions) Act, 1955 


An Act to make provision with respect to the allowing 
of free travel or reduced fares on public service vehicles 
run by local authorities and for purposes connected 
therewith. 


Price 4d net.. «May 6th, 1955. 
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Chapter 27: Public Libraries (Scotland) Act, 
1955 


An Act to remove the limitations imposed by Section 
191 of the Local Government (Scotland) Act, 1947, 
and by Section 14 of the Public Libraries Consolidation 
(Scotland) Act, 1887, on the annual expenditure and 
the power to borrow money of county and town 
councils for and in connection with public libraries; 
to facilitate co-operation among statutory and non 
statutory library authorities; to authorize the revocation 
of a decision to adopt the Public Libraries Consolida- 
tion (Scotland) Act, 1887; and to extend the lending 
powers of statutory library authorities. 


Price 4d net. May 6th, 1955. 


Chapter 28: Children and Young Persons 
(Harmful Publications) Act, 1955 


An Act to prevent the dissemination cf certain 
pictorial publications harmful to children and young 
persons. 


Price 4d net. May 6th, 1955. 


Chapter 29: National Insurance Act, 1955 


An Act to increase the income limit by reference to 
which persons may be excepted from liability to pay 
contributions under the National Insurance Acts, 
1946 to 1954; to increase the weekly rate of remunera- 
tion by reference to which the weekly rate of such 
contributions payable by certain employed persons 
and their employers respectively falls to be deter- 
mined; and for purposes connected with the matters 
aforesaid. 


Price 2d net. May 6th, 1955. 


STATUTORY INSTRUMENTS 


The Central Land Board Payments (Scotland) 
Amendment Regulations, 1955 


(S.I. 1955 No. 609 (S. 63)) 


Part I of the Town and Country Planning (Scotland) 
Act, 1954, provides for the making of payments by the 
Central Land Board in respect of past compulsory 
acquisitions and other past acts or events, by refer- 
ence to the claims established on the £300 million 
under Part V of the Town and Country Planning 
(Scotland) Act, 1947. These regulations extend the 
period for making claims until June 13th, 1955, subject 
to the power of the Board to allow an extended period 
in any particular case. 


Price 2d net. April 30th, 1955. 
The Central Land Board Payments 
(Amendment) Regulations, 1955 


(S.I. 1955 No. 611) t 


These regulations extend the time within which an 
application may be made for a payment undar Part I 
of the Town and Country Planning Act, 1954 (which 
provides for the making of payments by the Central 
Land Board in respect of past compulsory accuisitions 
and other past acts or events, by reference to the claims 
established. on the £300 million under Part VI of the 
Town and Country Planning Act, 1947). Under the 
regulations the period for making claims will now end 
on June 30th, 1955, subject to the power of the Board 
to allow an extended period in any particular case. 


Price 2d net. . April 30th, 1955., 
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FOR STUDENTS 


INSTITUTE RECOMMENDATIONS 
- No. HI. The Treatment of Taxation in Accounts 


The Institutes Recommendation III relates to the 
treatment of taxation in accounts, and was published 
on March 13th, 1943. 

It will be realized that this Recommendation was 
made before the introduction of the Companies Act, 
1947, which was consolidated in the Companies Act, 
1948, and the original Recommendation has since been 
amplified by further statements of the Council. 

In so far as the specific recommendations have not 
been incorporated in the Eighth Schedule, Companies 
Act, 1948, they may be summarized as follows: 


(1) The charge for income tax as stated in the accounts 
should be based on the profits earned during the 
period covered by the accounts. 

(2) Where revenue is received less tax, the taxation charge 
should be increased by the amount of the tax deducted 
at source, and the relative income should be brought 
to credit gross. 

(3) An amount set aside to meet future income tax is not 
a liability, and therefore cannot be a provision within 
the meaning of the Eighth Schedule, Companies Act, 
1948. Accordingly, any such sum should be classified 
as a reserve and either included with the aggregate of 
other reserves or.shown as a separate item. 


A supplementary note has been published by the 
Council regarding the effect of initial allowances under 
the Income Tax Act, 1945. It will be appreciated that 
initial allowances are only a form of interest-free loan 
from the Exchequer, and, whilst not affecting the total 
taxation payable, they do affect the time at which the 
tax is payable. 

Many companies have adopted the procedure of 
charging taxation on the normal basis which would 
apply were there no such initial allowance, and, in so 
far as it is not currently payable by the operation of 
initial allowances, transferring such sum to a separate 
account. 

The Council is of opinion: 


(r) that normal methods of depreciation for accounting 
purposes should be maintained, thus avoiding any 
distortion of profits before taxation; and 

(2) that the desirability of transferring to reserve and 
spreading over a period of years the taxation benefit 
cen ne from initial allowances is a matter of financial 
policy. 


AUDITING 


Verification of Cash in Hand 


In the majority of audits there will be an item of cash 
in the balance sheet which will require verification. 
Cash is the most attractive item to an intending thief, 
and for obvious reasons. Cash appearing in any balance 
sheet should always be the subject of particular 
attention by the auditor. 

In the case of bank balances, the banker will be asked 
to certify the balance standing in his books at the close 
of business on the balance sheet date. Before he 
receives this certificate, the audstor will have examined 
the statement supplied by the bank, but it is necessary 
to obtain the certificate since the statement is in no 


way certified by an official of the bank, and in theory, 


at least, it is capable of being falsified without undue 
difficulty. 

The balance certified by the bank will be reconciled 
with the cash book balance, and it is common practice 
to show in the balance sheet the cash book balance and 
not the balance as certified. 

Outstanding cheques and bankings should be traced 
to their appearance in the subsequent period and where 
there is more than one bank account, any transfers 
between accounts should be the subject of verification, 
particularly when any possibility exists of withholding 
in cash any amount which could be shown as an out- 
standing banking in the following period, whilst also 
being used for other purposes. 

The cheques debited to the bank account in the first 
days of the new period should also be inspected, since 
it might be possible for a cheque to be cashed on the 
balance sheet date (e.g. at another branch under special 
advice), yet not be debited to the company’s bank 
account until the new period. If such a sum were ob- 
tained it could enable cash floats to be made up 
(where deficient) on the balance sheet date at which 
time the auditor might be in the habit of checking such 
floats. 

Cash balances of all petty cash accounts, stamp 
floats and wages floats, should be counted, and although 
in many cases the custom is to count these at the balance 
sheet date, there is much to be said for counting these 
a few days before or after the balance sheet date, since 
at such times a measure of surprise will be introduced 
into the routine. Apart from such occasions, spot 
checks should also be made during the year on all such 
floats, and it is most desirable that all cash floats should 
be checked at the one time to obviate any possibility 
of deficiencies in one float being made up from 
another. 

On many occasions [.0.U.s will be found repre- 
senting cash balances, and these should be confirmed 
either verbally or in writing with the person by whom 
the I.0.U. purports to have been signed. In the case 
of employees, authority for the granting of the cash 
loan against the I.O.U. should always be made to the 
company’s executives, and such confirmation should 
preferably be obtained from a person senior to the 
person responsible for the petty cash balance. Even 
where the J.0.U. purports to be signed by the managing 
director, it is sound practice to request that verbal 
acknowledgment of this debt be made, singe it is not 
unknown for a cashier to forge such an [.0.U. in the 
belief that the seniority of the person purporting to 
draw the money will, of itself, obviate any inquiry into 
its authenticity. ° 

In conjunction with the counting of cash floats, 
there should also be considered the matter of any cash 
received after banking hours on the balance sheet 
date, since although this may be deposited in a night 
safe, it is often found that it has been left idle on the 
company’s premises and is shown as a cash receipt 
on the first day of the new period. Clearly, if the 
auditor is to satisfy himself that all recorded cash is in 
existence at the balance sheet date, he should also 
satisfy himself that all cash belonging to the company 
at that date is properly recorded. 

Sometime’ an, audit clerk exhibits great zeal in the 
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verification of cash balances, and since the counting 
of cash is, to the client’s staff, an obvious measure to 
ensure that fraud has not been perpetrated in this 
respect, care should be taken by the audit staff that 
antagonism with the client’s staff is not roused. 

For instance, where a driver has a float of ros for the 
purchase of, petrol on special occasions, it would 
obviously be imprudent for the audit clerk to ask this 
lorry driver to empty his pockets to prove that he had in 
fact this amount of cash, and although this may seem 
an obvious caution, cases have arisen where such a 
procedure has been adopted by a meticulously minded 
audit clerk — and within a short time of the driver 
receiving his week’s wages! 

Clearly it is sufficient in such circumstances to 
confirm verbally with the employee that he does in 
fact still hold the small float for this special purpose. 

The verification of cash is an important task of the 
auditor, but spot checks are more efficient and a sense 
of proportion more desirable than the meticulous 
counting of coppers at the balance sheet date. 


TAXATION 
Strikes and P.A.Y.E. 


In recent weeks, comments have been made in the 
national Press that in the event of a strike, refunds of 
P.A.Y.E. tax may be claimed by employees who, 
through joining the strike, are not entitled to any 
wages. It is thought that many students who have not 
yet pursued their taxation studies to an advanced 
stage may wonder how this position can arise, and 
the following explanation may, therefore, be of interest, 

Pay~-as-You-Earn was introduced in 1944, and the 
basic principles have not varied in the last eleven 
years. Ignoring, for convenience, special cases which 
arise within the framework of P.A.Y.E., the principle 
is to collect from the worker’s wages, weekly or 
monthly, the amount of income tax applicable to those 
wages. To do this equitably it is necessary that two 
broad assumptions be made: the first is that the earn- 
ings of an employee will not vary greatly from week to 
week, or month to month; the second is that the total 
allowances to which the worker will be entitled for 
the year are known at the beginning of the year. 
Failure of either assumption will not cause a complete 
failure in the scheme, but will mean that the tax col- 
lected is not strictly in proportion to the remuneration 
over short periods. 

Under P.A.Y.E., an employee receives each week, 
1/sand of the total of his annual allowances: for 
instance, jf his personal allowances (excluding earned 
income relief) amount to £208 for a full year, he will 
be allowed £4 per week free of tax. Any earnings in 
excess of his weekly tax-free amount will then attract 
taxation, and in computing this amount, provision is 
made for the earned income relief on the actual re- 
muneration, and his entitlement to reduced rate relief. 
Any excess of earnings over these amounts will then 
be taxed at the standard rate. 

Each week, the calculation is made on a cumulative 
basis from the preceding April 6th, with the result 
that any fluctuations in the rate of earnings or allow- 
ances are at once effective, and at the end of the tax 
year the correct amount of tax will have been collected. 
The weekly tax deduction is determined by deducting 
from the total liability to date the amount of tax col- 
lected up to the previous week. Where thfs calculation 
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gives a minus amount, a refund is due to the worker. i 


Applying these principles to strikes and assuming 
that a strike took place in the second tax week after 
April 6th, it will be realized that the employee’s tax 
deduction in Week 1 would have taken into account 
only 1/s2nd of his annual allowances. If-his allowances 
for a full year amounted to £208, he would then have 
received £4 allowances in Week 1, and if his gross 
earnings were £8, the balance of £4 would have been 
subjected to tax, and a deduction of ros made. 

At the end of Week 2, if the employee has earned 
nothing further, a check on his tax position will give 
him 2/sands of his annual allowances — i.e. £8 — and 
as his cumulative earnings are still only £8, no tax is 
then due from him, and he will be entitled to a refund 
of the ros deducted in the previous week. 

In the event of a strike, the strikers will each week 
be entitled to P.A.Y.E. refunds by reason of the fact 
that greater proportions of their annual allowances 
become avatlable against the same figure of cumulative 
pay; these refunds will continue until either the strike 
ends or until a full refund has been made of all tax 
deducted since the previous April 6th. 

These repayments of tax are made by the employer, 
who is responsible for the maintenance of the employee’s 
tax records, whether a strike takes place or not. 


COMPANY LAW 
Issue of Redeemable Preference Shares 


Section 58, Companies Act, 1948, states that a company 
may, if so authorized by its articles of association, issue 
preference shares which are, or at the option of the 
company are to be liable to be redeemed. 

Certain restrictions apply, however, in connection 
with such shares; they may be summarized thus: 

(1) Redemption of such shares may be made only out of 
profits which would otherwise be available for 
dividends, or out of the proceeds of a fresh issue of 
shares made for the purposes of redemption. 

(2) SE shares may be redeemed only if they are fully 
paid. 

(3) Any premium payable on redemption must be pro- 
vided for out of the profits of the company or out of 
the company’s share premium account before the 
shares are redeemed. 

(4) Where such shares are not redeemed from the proceeds 
of a fresh issue there must be transferred to a reserve 
fund, to be called the ‘capital redemption reserve 
fund’, a sum equal to the nominal amount of the 
shares redeemed. 

(5) The capital redemption reserve fund shall be treated 
as if it were paid-up share capital of the company, 
with the exception that it may be used in paying up 
unissued shares of the company to be issued to 
members of the company as fully paid bonus shares. 
(It is not available for any other purnose.} 

In cases where the redemption of preference shares 
is effected by the issue of new shares there may be 
disregarded for the purposes of stamp duty the lesser 
amount of (a) the nominal amount of preference 
shares redeemed or (b) the nominal amount of the new 
issue, but this concession does not apply unless the 
preference shares are redeemed within one month 
after the issue of the new shares.. 

Particularly for examination purpcses, it is important 
to note that the capital redemption reserve fund need 
be created only for the nominal amount of the shares 
redeemed, and accordingly any premium paid on 
redemption of such shares need not be reflected in an 
increased capital redemption reserve fund. 


~ 


` 
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CELEBRATION DINNER IN BULAWAYO 


A. dinner to celebrate the seventy-fifth anniversary 
of the granting of the Royal Charter to the Institute 
was held at The Hotel Victoria, Bulawayo, on May 
oth, and was attended by about fifty members of the 
Institute, guests and their ladies. Among the guests 
were representatives of the Rhodesia Society of 
Accountants, the Institute of Chartered Accountants 
of Scotland, and the Society of Incorporated 
Accountants. Some of the diners had travelled from 
Wankie, about 200 miles; from Gwelo, 110 miles; and 
from Johannesburg, with most coming from Bulawayo. 

The chair was taken by Mr R. A. Walters, A.C.A., 
of Bulawayo, and the chief guest was Mr Walter 
Pollak, oc, who is the chairman of the Federal 
Income Tax Commission which was appointed last 
year to investigate the workings of the taxation laws. 

The toast of “The Institute of Chartered Account- 
ants in England and Wales’ was proposed by Mr 
Pollak, who said in the course of his speech: 


Propriety of a Toast to an Institute 


‘In my legalistic mind, doubts arise as to the propriety 
of a toast to an Institute, for is not an Institute like any 
other corporation, without body or soul? Being without 
body, we cannot properly wish it good health, for it neither 
enjoys good nor suffers ill-health. Being without soul, we 
cannot properly pray for its salvation,.for it can neither be 
saved nor damned. Let us therefore pierce the corporate 
veil and say unashamedly that we drink to the good health 
and to the salvation of the members of the Institute 
throughout the world. 


Multifarious and Responsible Duties 


“The duties that fall to the lot of accountants are, I need 
hardly remind you, multifarious and responsible. I think 
particularly of your duties as auditors and of your functions 
in regard to the tax problems of your clients. The auditor 
is the watch-dog of the shareholder. But the wise auditor 
will ensure that his bark suffices and that the need to bite 
will not arise. But if despite all his care it becomes necessary 
to bite, the faithful auditors will not hesitate to bite, and 
thus perform their duty. 

“Tact and firmness in dealing with directors are qualities 
that mark the successful auditors, and I am sure that my 


_ hosts this evening are well endowed herewith. ... 


Bulawayo. 


High Tradition and Splendid Spirit 


“The Institute whose birthday we are celebrating has a 
proud history and it enjoys a fine reputation amongst the 
professional bodies of Great Britain. The presence at the 
banquet now being held in the Guildhall of London of 
H.R.H. the Duke of Edinburgh testifies to the esteem in 
which the Institute is held. It is a privilege to be allowed 
to propose the toast, of the Institute. Even if it be true that, 
being a corporation, the Institute has neither body nor soul, 
it surely has a high tradition and a splendid spirit that have 
moulded and guided its work for the three-quarters of a 
century that have passed and which will, we may be 
confident, continue to mould and guide its activities until 
the centenary in 1980, and in the years beyond.’ (Applause.) 


Mr Alan Underwood, F.c.a., of Bulawayo, res- 
ponded to the toast. The arrangements for the 
dinner were made by Mr A. J. L. Lewis, A.C.A., of 
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LUNCHEON IN KENT 


Members in Kent celebrated the Institute’s seventy- 
fifth anniversary with a luncheon held at The Royal 
Star Hotel, Maidstone, on June 3rd. Mr O. Franks, 
F.C.A., President, South Eastern Society of Chartered 
Accountants, was in the chair and among the guests 


were: 

The Lord Cornwallis, K.B.E., M.C., J.P., Lord Lieutenant 
of Kent; Brigadier H. Fletcher, ong, T.D., J-P., Mayor of 
Maidstone; Mr S. F. Kingsland, Mayor of Dover; Sir 
Thomas Robson, M.B.E., M.A., F.C.A., a Past-President of the 
Institute; and Rear-Admiral H. R. M. Woodhouse, C.B., C.B.E. 

The toast of “The Institute’ was proposed by Rear- 
Admiral Woodhouse, and replied to by Sir Thomas 
Robson, who, referring to the ‘sense of corporate 
responsibility’ evoked in all members of the Institute 


said in the course of his speech: 

“The surprising thing is that so few of us fail to acquire 
that sense. The public have no doubt about what they 
expect of us. To appreciate this we have only to look at 
those rare cases where a member of the Institute has gone 
wrong and to hear how incredulous are the public that a 
chartered accountant could have so acted. You have had 
some recent experience here which must confirm this. If 
there is one thing that the public expect of a chartered 
accountant — and rightly expect of him — it is that he shall 
be a man of character, honest and truthful in his mind and 
in his words and straightforward in his actions... . 


Disciplinary Control 


“That reputation has been established by the high standards 
of conduct to which our predecessors have conformed and 
by the strict disciplinary control which the Institute 
exercises over us, We are expected to be fair and honest 
in our dealings with the public who are our clients, fair 
and honest with third parties where we are dealing with 
them on a client’s behalf, fair and honest in our dealings 
with one another. Woe betide any member who is guilty 
of professional misbehaviour; it is not long before he finds 
himself the subject of disciplinary inquiry and punishment 
by exclusion or suspension from membership, reprimand 
or admonition. 

‘People expect these high standards of conduct from us 
who would never think of sending work to our members. 
They do not always realize that integrity is greatly assisted 
by a few crusts that fall from the table of the business man 
and shopkeeper, the farmer and the private individual. 
Possible clients too often fail to appreciate that chartered 
accountants in their own district are not only ready but also 
fully qualified to assist them with their tax returns, to pre- 
pare or audit their accounts, and to advise them,on the use 
and improvement of those accounts as tools of management 
and on other matters concerned with office organization and 
methods, costing and the like. 

‘It is indeed surprising to find how many othegwise 
intelligent people take at face value the advertisements and 
specious claims of unqualified accountants and so-called 
taxation experts, who may, in fact, have no training and 
little knowledge and are subject to no rules of conduct. Use 
is made of the services of such persons instead of those of 
the chartered accountant who is not allowed to advertise 
but whose rigorous training and high standards fit him in 
every respect to do all that the unqualified advertising 
accountant claims and more. You who live in country 
districts know this better than I do, but you will each and 
every one of you confirm what I say.’ (Applause.) 


. “The County of Kent’ was proposed by Mr P. G. 
Walker, F.csa., and replied to by Lord Cornwallis. 
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NOTES AND NOTICES ° 


The Institute of Chartered Accountants in 
England and Wales 


The following is a list of Associates elected to Fellow- 
ship at the Council meeting held on June rst, 1955, 
who completed their Fellowship before June 14th, 
1955. 

Associates elected Fellows 


Boyce, Francis William, M.C., T.D.; 1935, A.C.A.; (Boyce, 
Welch & Co), 3 Piccadilly, Bradford, and at London. 

Boyce, John Charles; 1936, A CA. (Boyce, Welch & Co), 
3 Piccadilly, Bradford, and at London. 

Davis, John Matthew; 1935, A.C.A.; (Reeves & Young), 
39740 St Margaret’s Street, Canterbury, and at Whit- 
stabie, 

Fox, Martyn Glanfield; 1948, A.C.A.; (#Spain Brothers & 
Co) and (*Stocker, Mann & Co), Falkland House, 
37 Brighton Road, Sutton, Surrey; (for other towns see 
*Spain Brothers & Co, *Spain Brothers, Dalling & Co, 
*Spain Brothers, Jukes & Co, *Spain Brothers, and 
McNab & Co, 

Freedman, Ernest; 1931, A.C.A.; (E. Freedman & Co), 
23 Park Row, Leeds, 1. 

Hellyar, Clifford Denis; 1928, A.C.A.; Westminster House, 
7 Millbank, London, SWr, i 

Morrish, Gordon Eric; 1931, A.C.A.; (*Deloitte, Plender, 
Griffiths & Co), 3 London Wall Buildings, Finsbury 
Circus, London, EC2; (for other towns see *Deloitte, 
ean Griffiths & Co, and *Deloitte, Plender, Haskins 

ells). 

Oliver, Philip Leslie; 1932, A.C.A.; (Nicholson, Beecroft 
& Co), 5 Cheapside, London, EC2. 

Paterson, Ian Cleland; 1935, A.C.A.; (P. D. Leake & Co), 
1 Cornhill, London, EC3. 

Saxelbvy, John Ernest Frederick; 1948, A.C.A.; (John 
Saxelby & Co), 19 Much Park Street, Coventry. 

Scott, (Miss) Kitty; 1950, A.C.A.; (Spiro, Sargant & Co) 
and (Champness & Sargant), Argyle House, 29-31 
Euston Road, London, NWI. 

Tattersall, Ernest Frederick; 1937, A.C.A.; (Hartleys, 
Wilkins & Flew), 1 Central Buildings, Westminster, 
London, SWr. 

Whitehead, Cyril; 1936, A.C.A.; (Appleby & Wood), 
38-44 Deansgate Arcade, Manchester, 3, and at London. 

Williams, Albert Kenneth, B.com.; 1948, A.C.A.; (Spiro, 
Sargant & Co) and (Champness & Sargant), Argyle 
House, 29-31 Euston Road, London, I, 


MEMBERS ADDRESSES WANTED 


The Secretary of the Institute would be glad to know 
the present addresses of the following members of the 
Institute.°The town at which the member was last 
known is shown after each name. 

Walter Levingston Burton, A.C.A., Birmingham. 

‘Theodore Caink, A.C.A., Malvern. 

Raymond Worsley Edwards, A.C.A., Bideford. 


Francis Henry Hitchman, a.ca., Church Stretton, 
Shropshire. 


Personal 


Mr Harvey GORDON, A.S.A.A., announces that he 
has been joined in partnership by Mr Joun A. WISE, 
A.C.A. The practice will be carried on under the 
style of A. F. Roperts & Co, o Clare Street, Bristol, d 


* placed against a Firm Name signifies that the Firm is not 


exclusively composed of members of the Institute. 


Messrs MILLER, MCINTYRE & GELLATLY, Chartered 
Accountants, of 20 Reform Street, Dundee, and 
25 George Street, Perth, announce that Mr DONALD 
TYRELL STEWART, C.A., and Mr James SMART, C.A., 
senior assistants of the firm, have been assumed as 
partners as from June rst, 1955. The name of the 
firm remains unchanged. 


Professional Notes 


Mr D. M. Clement, A.C.A., chief accountant of the 
Durham Division of the National Coal Board, has 
been appointed Deputy Director-General of Finance 
of the Board in succession to Mr A. W. John, opp, 
Mr Norman J. Wigley, F.c.a., has been appointed 
chairman of the board of C. H. Hare & Son Ltd. 


Obituary 
RICHARD OSCAR REED, F.C.A. 


We have learnt with regret of the death on June ist, 
at the age of 63, of Mr Richard Oscar Reed, F.c.A., 
senior partner in the firm of Shaw & Reed, Chartered 
Accountants, of Hull. 

Mr Reed was educated at Hymers College, Hull, 
and was articled to Mr E. W. Shaw, of Hull. He 
served with the East Riding Yeomanry in Egypt and 
Palestine during the First World War, and in 1919 
was admitted an Associate of the Institute. After 
serving with Messrs R. H. March, Son & Co, in 
Cardiff, he joined Mr E. W. Shaw and was admitted 
to partnership in 1924. He was elected a Fellow of 
the Institute in 1931. 

Outside the profession, his main interest was golf 
and he was a keen member of the Hull Golf Club 
for many years. 


Double Taxation Agreements 
ISLE OF MAN 


The Inland Revenue announce that the terms of a 
double taxation agreement between the Isle of Man 
and the United Kingdom are contained in the 
Schedule to a draft Order in Council published on 
June gth. In the United Kingdom the arrangement 
requires the approval of Parliament. 


PAKISTAN 


An agreement between Pakistan and the United 
Kingdom providing relief for the double taxation of 
income was signed at Karachi on June roth. 

The agreement, which is dated to take effect from 
April 1st, 1955, follows the general lines of similar 
agreements concluded by the United Kingdom, since 
the war, with other.Commonwealth and foreign 
countries. It, too, will require the approval of the 
House of Commons before it can take effect in the 
United Kingdom. 
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Taxation Diploma Examination Results 
The results of the second Taxation Diploma examina- 
tion, held in April, have now been announced. 
Twenty-seven candidates who sat for the examination 
as a whole were successful in obtaining the Diploma 
and a further 74 who passed either Section I or 
Section II at the previous examination were also 
awarded the Diploma. Twelve candidates passed 
Part I only and four passed Part II only. 

The names of the successful candidates areas follows: 


AWARDED DIPLOMA 

D. S. Anderson, Dundee; W. E. Batley, Crewe; J. E. Broad, 
London, W5; J. S. Clarke, Newfield, Willington; R. A. Cook, 
Weybridge A. Corkindale (jun.), Stretford, Manchester; 
R. G. Davis, London, N14, W. R. Dunford, Cardiff; L. J. 
Evans, Wallasey; W. A. Ferrier, Cardiff; Miss K. T. Francis, 
Oldbury; R. M. W. Kenyon, Cardiff, N. C. Krishnan, 
London, Wr; L. J. Longthorn, London, £7; F. C. McGrath, 
London, SEr2; G. Malone, Sunderland, F. H Orr, Green- 
ford; J. A. Plumb, Arnold, Nottingham; F. Price, Prestwick; 
E. C. Prout, Redruth; D. J. Pulfer, Romford; R. H. Rogers, 
London, NW6; D. B. B. Rouse, Folkestone; T. D. Syme, 
near Glasgow; J. Tansey, Edinburgh; Miss W. B. Vanstone, 
Yeovil; J. Wight, Stirling. 


AWARDED DIPLOMA HAVING ALREADY PASSED SECTION Í 


H. C. Archard, Cardiff; W. J. Archer, Bexley; E. E. Batt, 
Poole; C. W. Bell, Scarborough; C. W. Berry, Harrow; 
A. Brandie, Aberdeen; F. Brierley, Rochdale; D. L. Briggs, 
Norton, Sheffield; L. J. Brockelbank, Ilford; D. A. Buddin, 
London, SE22; L. H. Carmen, Bedfont; J. Caulfield, 
Belfast; J. Collins, Oldham; L. E. Dargan, Dover; A. S. 
Davies, Cardiff; R. L. Duncan, Bexhill-on-Sea; W. H. 
Forrester, St Helier, Jersey, F. Foster, London, N20; 
L. Harnew, Huddersfield; W. R. Hart, Westcliff-on-Sea; 
H. Hartley, Birley Carr, Sheffield, 6; A. Hays, Grantham; 
R. V. Herink; London, SE25; J. Hewitt, Cheltenham; 
W. R. L. Hume, Glasgow; D. Humphries, Bath; J. R. 


- Johnston, Musselburgh; J. W. Jones, Helley, Sheffield; T. 


King, Bromley; G. Macdonald, Glasgow; C. K. Mangold, 
West Croydon; L. Martin, Scarborough; Miss J. Massey, 
Royton; N. L. Meader, London, SWr6; G. Mitchell, 
Ashford; A. Moore, Belfast; R. L. Mort, Llanelly; E. J. 
Odell, South Croydon; P. J. O’Malley, London, SE5; P. W. 
Pawley, Carshalton Beeches; J. K. Pickavance, Liverpool; 
R. L. Pike, Letchworth; A. C. Powell, Hillingdon; S. C. 
Rickards, Gloucester; H. J. Richardson, Whitton, Ipswich; 
P. G. Rolfe, Birmingham; D. G. Room, Cardiff; A. J. 
Ryall, Farnham; A. G. H. A. Sargent, Bristol; P. D. Scott, 
Stroud; S. W. Skerman, Poole; E. K. Sutton, Bury St 
Edmunds; C. G. "Under, Kendal; C. E White, Drayton, 
EE A. M. Wilson, Lincoln; W. Wilson, Wythen- 
shawe. 


AWARDED DIPLOMA HAVING ALREADY PASSED SECTION IT 


R. Anderson, London, W3; J. Armstrong, Bristol; R. 
Bladen, Bolsover, Chesterfield; F. D. Bye, Enfield; F. W. 
Catton, Leeds; J, R. Cave, Osterley;,R. Cohen, Leeds; 
G. Crossland, Greenford; E. Crutchley, Acocks Green, 
Birmingham; H. L. Cundall, Manchester; L. G. Dixon, 
Pontypridd; F. Edgar, Carlisle; D. R. Elford, London, N21; 
W. T. Greenfield, Laindon, Essex; W. J. A. Lunnis, London, 
SWr9; J. E.“Meckarty, Tonbridge; P. J. Rowe, Preston; 
R. V. Taylor, Southampton, 
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Passep Part I 
C. Adams, Guildford, A. J. Bond, London, Wro; W. G. 
Bousfield, Abingdon; J. M. Bruce, Hamilton; J. M. Fullwood, 
Birmingham; R. J. Gale, Barnstaple, A. B. Harbottle, 
Morpeth, M. V. Herniman, Enfield; P. Panting, Sleaford; 
T. J. Roberts, Lisburn, N. Ireland; E. L. Smith, Folkestone; 
J. P. Wilson, Southwick. 


Passep Parr IT 
G. T. Balderrama, Chadderton, near Oldham; Alan T. How, 
Harpenden; E. F. H. Moore, London, N15; D. Rastall, 
Withington, Manchester. 


The Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants 
LINCOLN AND SouTH LINCOLNSHIRE GROUP 
The Lincoln and South Lincolnshire Group of the 
Hull, East Yorkshire and Lincolnshire Society of 
Chartered Accountants celebrated the Institute’s 
seventy-fifth anniversary with a luncheon at The 
Saracens Head Hotel, Lincoln, on Friday, May 
13th. Mr F. H. Smith, a.c.a., Chairman of the 
Group, presided, and fifty-four members and guests 

attended. 

.. Among those present were: 

The Lord Bishop of Lincoln; Sir Weston Cracroft Amcotts, 
MG: Mr C. M. Strachan, ong, F.c.A. (member of the 
Council of the Institute); The Mayor and Sheriff of Lincoln, 
Mr H. F. Strachan, F.c.a. (President, Hull, East Yorkshire 
and Lincolnshire Society of Chartered Accountants); Mr 
H. A. Jeffries (H.M. Inspector of Taxes); Mr R. A. Wilkinson 
(President, Lincolnshire Law Society); Mr D. F. Scott 
(President, Lincoln Chamber of Commerce); Mr T. Shaw 
(President, Lincoln and District Local Centre, Institute of 
Bankers); His Honour Judge R. S. Shove; Mr D. W. Gale 
(President, Lincoln Engineering Society); Mr G. de Freitas 
(Member of Parliament for Lincoln), Mr R. H. R. Marshall, 
¥.C.A. (Chairman, Grimsby and North Lincolnshire Branch 
cf Chartered Accountants). 


' Sir Weston Cracroft Amcotts proposed the toast 
of the Institute and Mr C. M. Strachan replied. 


The Association of Certified and Corporate 
Accountants 
HULL AND District SOCIETY 
At the twenty-ninth annual general meeting of the 
Hull and District Society of the Association, held 
on Friday, May 13th, in The Royal Station Hotel, 
Hull, the following elections were made: 

President: Mr H. W. Young, A.A.C.C.A. 

Vice-President: Mr G. N. Gillingwater, A.A.C.C.A., A.S.A.A. 

Hon. Auditor: Mr R. V. F. Taylor, F.A.C.C.A., F.C.C.S. 

Hon. Secretary and Treasurer: Mr R. D. M. Parry, 

A.A.C.C.A., F.C.I.S., 65 Fairfield Avenue, Kirkella, E. Yorks. 

Hon. Students’ Secretary: Mr R. K. Dalton. 

Elected to the Local Executive Committee: Messrs E. W. 
Chesham, A.A.c.c.A., J. K Butterworth, A.A.C.C.A., 
G. N. Gillingwater, a.a.c.c.a., A.S.A.A., R. A. Moody, 
A.A.C.C.A., P. Windas, F.A.C.C.A., F.T.LI. 

Elected to the Students’ General Committee: Messrs F. E. 
Bird, J. Cocks, R. K. Dalton, J. R. Gillingwater, G. Leng, 
J. C. Licence, S. Tupling, J. P. Wilson and P. Wright. 





Telephone: Victoria 2002 (3 lines) 
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International Law Association 
SCOTTISH BRANCH 
A Scottish branch of the International Law Associa- 
tion, of which the headquarters are in London, has 
been formed in Glasgow. The hon. secretary,.Mr 
Alex. Donaldson, LL.B., states that the branch could 
play a most*useful part in drawing attention to any 
particular difficulties encountered by Scots firms in 
commercial transactions abroad, and invites firms 
confronted with problems of a legal or quasi legal 
nature connected with their overseas trade or con- 
tracts to communicate with him through their own 
solicitors. 
The branch officers are: 
President: The Rt. Hon. Lord Clyde, LL.D. 
Hon. Secretary: Mr Alex. Donaldson, LL.B., 163 Hope 
Street, Glasgow. 
Hon. Treasurer: Mr D. M. MacArthur, LL.B. 
Council: Sheriff C. de B. Murray, LL.B., Messrs C. S. 
Gimson, LL.B., R. W. B. Morris, B.L., J. C. Neil, LL.B., 
W. P. Russell, LL.B., Miss D. M. Little, LL.B. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant OF JUNE 19TH, 1880 
Extract from leading article entitled 
BANKRUPTCY BILLS 

We are told that “in the multitude of counsellors 
there is wisdom.” Regarded from that point of view 
the situation of the present Government in respect to 
legislation on the subject of bankruptcy is exceptionally 
happy, in that it has no less than three cut and dried 
schemes, prepared by counsellors of merit and experi- 
ence, ready at hand. There is, however, a reverse 
side to the picture indicated in the proverb that “too 
many cooks spoil the broth.” The choice of bankruptcy 
Measures must be somewhat embarrassing to the 
multitude of hon. members whose knowledge of the 
subject is necessarily limited; and the difficulties for 
such a member must be somewhat increased by the 
fact that the Government, whilst declining to under- 
take the work itself, has not indicated very clearly 
where its mantle may be considered to have fallen. 
If political hues were to be imported into discussions 
on bankruptcy, Sir John Holker’s measure would be 
somewhat out of the race, but such considerations 
may be practically dismissed from view. On the other 
hand, the Chambers of Commerce Bill has been 
blessed with the good wishes of the new Attorney- 
General; and Mr. Morley, who comes last in the field, 
is, of course, equally likely to command the attention 
of the party in power. 

The respective characteristics of these measures 
have been dealt with at various times, and in various 
ways, in these columns; any lengthened or detailed 
reference is now therefore unnecessary. .. . 
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- The Sheffield and District 
Chartered Accountant Students’ Society 


The annual meeting of the Sheffield and District 
Chartered Accountant Students’ Society was held 
on May 7th. The report of the Committee for 1954, 
which was presented, shows membership at the 
year-end to number 216, compared with 199 at 
December 31st, 1953. 

It was decided in 1954 to institute evening lecture 
meetings and these were held in conjunction with the 
Sheffield Incorporated Accountant Students’ Society; 
the meetings proved most successful and were well 
attended. Lectures were again held on Saturday 
mornings, but the attendance at the meetings for 
Final students was disappointing; there was, how- 
ever, an increase in the number attending the course 
for Intermediate students. An interesting debate was 
held in December, although attendance was poor, and 


d 


in March a dozen members of the Society spent an ` 


instructive afternoon viewing the machine accounting 
system of Hope & Anchor Breweries Ltd. 

The Christmas party was again held at Brincliffe 
Hall, and proved most enjoyable, while the annual 
dance, held in conjunction with the Sheffield Law 
Students’ Society, took place at The Marquis of 
Granby Hotel, Bramford. At sport, cricket, football 
and squash matches were played. 

The officers of the Society for the year 1955-56 
have been elected as follows: 

President: Mr C. A. Whittington-Smith, LL.M., F.C.A. 

Vice-Presidents: The Vice-Presidents were all re-elected. 

Chairman: Mr K. West, A.C.A. 

Joint Hon. Secretaries: Messrs K. M. Thomas and B. E. 
Smith. 

Hon. Treasurer: Mr P. Braithwait. 

Hon. Auditors: Messrs B. Thomas, F.c.a., and L. 
Ettling, F.C.A. 

Committee: Messrs D. K. Gardiner, J. K. Archbold, 


R. 8. Sanderson, D L. Simpkin, D. R. Britton, J. G. Jervis, ` 


R. N. Frost and F. J. R. Boddy. 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Co (Publishers) Led, in coflabor- 
ation with Taxation Publishing Co Ltd, have the following advantages: 
Reports of every English and Scottish case are posted to subscribers as soon 
as possible after the transcript of his judgment Las been approved by the 
Judge and is avallable ye EVERY income tax, E.P.L., profits tax, stamp duty, 
and estate duty Judgment in the English and Scottish Courts Is reported 
The reports are accredited for citation in Courz, and are prepared by 
r N. E, Mustoe, Q.C. ye The reports include full reports of the judgments 
with detailed head-nores $c Tables of cases and of statutes judicially con- 
sidered, and a subject index, are provided at the end of tae year on 
completion of each volume. 


Annual Subscription 201. post free 





GEE & COMPANY (PUBLISHERS) LIMITED | 


27-28 BASINGHALL STREET, LONDON, EC2 * MONARCH 5347-8 
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PROFIT-SHARING: 
OFFICIAL HELP 


EVERAL large companies have brought out profit-sharing 

schemes in the last few months. On Thursday of last week, 

the CHANCELLOR OF THE EXCHEQUER announced in the House 
of Commons that profit-sharing schemes would, in the opinion of 
the Government, help to unite the interests of shareholder, 
management and labour. Further, he went on to say that the 
Inland Revenue would help in the preparation of such schemes so 
far as the taxation side was concerned. Profit-sharing has been 
practised in one form and another for a very long time. It has been 
a plank in one political party’s platform for some years. At the 
moment, however, there has been this striking conjuncture of 
several large complicated schemes being introduced, the considered 
approval of the Government in power being given to the whole 
idea, accompanied by the promise of help from the Inland Revenue 
—all against a background of industrial unrest. ‘The subject is, 
therefore, particularly topical. 

The seal of official encouragement has been set by this promise, 
of ‘help’ from the Inland Revenue. Exactly how much ‘help’ can Ñ 
be given by the tax authorities depends very much on the circum- 
stances. 

It may be thar, if profit-sharing is to make a noticeable contribu- 
tion to industrial relations in the future, companies will have to 
move away from the idea of a simple bonus payment to the more 
complex possibilities of issuing shares to employees, thus estab- 
lishing an identity of interest between shareholders and employees. 
Shares for employees raise a large variety of problems involving 
price of issue and other terms, accumulation of shares in employees’ 
names into manageable lots for issue, ranking of the shares and 
duration of the scheme. 

Many of the matters raised at such times are concerned with 
policy, administration and legal considerations. At an early stage, 
however, two broad categories of tax questions are bound to arise. 
First, there is the liability of the employee for tax on both earned 
and unearned income. Second, there is the extent to which, and 
the circumstances under which, payments to employees under 
the scheme can be allowed for tax purposes. It is here that the 
Inland Revenue can help by elucidating points and discussing 
alternatives. Mr BUTLER was, therefore, offering the aid of the 
department to clarify the tax problems of profit-sharing, no more 
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ROYAL COMMISSION REPORT - III 
EXPENSES AND CAPITAL ALLOWANCES 


Travel Between Home and Work 
UGGESTIONS that the cost of travel be- 
tween home and work should be a deductible 
expense do not meet with the Commission’s 

approval. In their view the strictly legal answer 
that income is earned at the place of work, not 
on the way to and from it, is supported by the 
wider consideration that the principle would 
involve a claim by virtually every earner and 
would involve an allowance varying with the 
distance travelled, which distance is largely 
determined by personal choice. Distance away 
from work may be compensated for by other 
advantages such as cheaper living. As the 
principle would involve such wide considerations, 
the Commission reject it. They recognize that in 
times of housing shortage there may not be 
much personal choice, but the identification of 
cases where that element is absent would involve 
too great a burden on the administration. As a 
corollary they recommend the abrogation of the 
allowance for additional travelling expenses 


“introduced in 1942 (Income Tax Act, 1952, 
" Section 159). 


Two or More Employments 

An exception is made in favour of the taxpayer 
exercising more than one calling in different 
places. However carefully he exercises his 
personal choice of residence, he obviously cannot 
live in both places at once. By extra-statutory 
concession the Inland Revenue already concede 
the point in favour of a person who holds more 
than one directorship in a group of companies, to 
an unpaid director of a company not managed with 
a view to dividends, and to a director who holds 
a directorship as incidental to his professional 
practice. The Commission recommend a scheme 
on the following lines: 

(1) The relief should extend to all persons who 
derive income from more than one source 
of earning. 

(2) It should be based on the conception that 
all sources of such income are, for this 
purpose, one source: that a main source 
should be selected from among the various 
sources to represent the normal place of 
employment; and that all extra expense 


* 


thrown upon the taxpayer by travelling to 
the subsidiary sources of employment 
should be a deductible expense. 

(3) The main source should be determined by 
the circumstances of the case, in particular, 
the relative amount of time devoted to it 
and the relative return from it by way of 
income. The taxpayer should be required 
to nominate his main source in the first 
instance; if the Inspector does not accept 
it, the taxpayer should have a right of appeal 
to the General Commissioners. 

(4) The cost of travel to and from home from 
and to the main job would not be allowed. 

` The report adds that detailed provisions would 
be necessary to ensure that no greater relief 
should be given than is fair, having regard to the 
general principle of not allowing the cost of 
travel from home to work. 


Capital Allowances 

Chapter 15 of the Commission’s final report 
contains an interesting review of the historical. 
development of the system of capital allowances. 
It points out that although the first statutory re- 
cognition of the depreciation principle occurred- 
in 1878 when allowances for wear and tear of 
machinery and plant were formally sanctioned, 
this was merely a recognition of a long-standing 
and widespread practice of bodies of general 
commissioners who, as business men themselves, 
took a-common-sense view of what constituted 
‘profit’ for tax purposes. 

Obsolescence was not formally recognized until 
1918, although it had been granted as an adminis- 
trative concession for over twenty years before. 

It is recalled that the first Tucker Committee 
KEE as a guiding principle: 

. the general proposition that the income tax 
system should give relief in respect of the wastage 
of all assets that are used up or consumed in the 
course of carrying on a business.’! 

The Committee went on to say that the wastage 
they had in mind was the naturdl process of decay 
and exhaustion through use. 

The Commission, on the other hand, observe 
that allowances hold good whether the loss arises 


1 Cmd. 8189, para. 193. 
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d. through actual wear and tear in the business or 
from obsolescence or from some other cause 
extraneous to the business. They recognize that 
the Committee’s view is logically consistent with 
the principle they adopted as their guiding one, 
namely, that business profit as computed for 
taxation purposes should follow the established 
rules of commercial accountancy. ‘They also 
regard as valuable the tendency of the tax system 
to adapt itself to those rules. 

But they add that where the system is reviewed 
as a whole, with a view to achieving a fair balance 
between different taxpayers and different sources 
of income, there may be considerations in the 
system which make it impossible to accept the 
principles of accountancy as the final determin- 
ant, even of business profits. 

It is the Commission’s view that whatever 
be the right rationalization of the capital 
allowances, they have come to stay and must be 
taken as an integral part of the tax system. The 
Commission accept the allowances on that basis 
and proceed to consider the possibility of making 
the existing system more logical and consistent. 


Inflation and Fixed Assets 

One of the main centres of controversy at the 
public sessions of the Commission was the 
question whether special adjustments should 
be made in computing taxable profit, so as to 
take into account any fall in the value of money. 
The Commission reproduce in their final report 
the conclusions of the first Tucker Committee 
on this topic, which it will be remembered were 
adverse to any change other than a selective 
extension of initial allowances. 

These ‘conclusions were the subject of pro- 
longed attack before the Commission and a good 
deal of statistical evidence was put in to show that 
the capital of industry was being ‘eroded’ by high 
taxation which did not take into account the 
increased cost of replacing business assets. 

The Commission, having examined the avail- 
able evidence — including figures compiled by the 
Inland Revenue ~ reject the contention that high 
taxation has eroded the capital of industry. They 
point out that the limitation on capital investment 
has been gei rather than financial. 


‘Revalorization’ 
Another argument was used in favour of special 
adjustments for inflation. It involved an attack on 
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existing accountancy techniques as applied in 
periods of inflation. The Commission quote 
with approval the following statement? by the 
Council of 'The Institute of Chartered Account- 
ants in England and Wales: 

‘Depreciation represents that part of the cost of a 
fixed asset to its owner which is not recoverable 
when the asset is finally put out of use by him. 
Provision against this loss of capital is an integral 
cost of conducting the business during the effective 
commercial life of the asset and is not dependent 
on the amount of the profit earned.’ 

The question is—is the basis the historical cost 
of the asset or the figure which would result from 
a current valuation of the asset? 

In dealing with the various ‘revalorization’ 
schemes, the Commission observe that only. one 
acknowledged that when an attempt is made to 
exclude the inflationary element from the profit 
figure, it might be contended that liabilities — 
such as indebtedness to debenture-holders ~ 
should be revalued also. Moreover, most of the 
witnesses in favour of such schemes were content 
to concentrate on times of inflation, without 
dealing with deflation. l 

The Commission appear to agree with the first 
Tucker Committee that a departure from the 
historic cost basis for traders would give preferen- 
tial treatment to a particular class of taxpayer. 
Moreover, they point out that historic cost 
accounting offers greater certainty, and they 
quote the following statement? by the Institute: 

‘An important feature of the historic cost basis of 
preparing annual accounts is that it reduces to a 
minimum the extent to which accounts can be 
affected by the personal opinions of those res- 
ponsible for them.’ 

The Commission accept this statement. More- 
over, they consider that the historic cost system 
has greater economic advantages than any 
revalorization system. Thirdly, they’ consider 
that historic cost holds the scale more -evenly in 
the accidents of replacement. ‘They: point out that 
it is not a question of absolute reduction of 
taxation, but whether a given amount of tax 
should be raised at a lower rate on a wide tax 
basis as hitherto, or whether it should be raised 
at a higher rate on a narrower basis. 

After a thorough discussion of the matter, the 
Commission reject all the proposals for revalor- 


1 Recommendations on Accounting Principles, ix, para. go. 
ë Recommendations on Accounting Principles, xv, para. 287. 
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ization, as well as a proposal for allowances on 
replacement which were tied to revalorization. 
They point out that the initial and investment 
allowances do in fact help the trader who has to 
replace assets in a time of inflation. 

e 


‘Free Depreciation’ 
One suggestion made was that a trader who had 
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purchased a capital asset admittedly ranking for ; 
allowance, should be allowed to write it off in 
one sum, either in the year he bought it or subse- 
quently. The Commission are not in favour of 
this because it takes away the taxing authority’s 
control over the yield of tax in a particular year 
and its power to influence investment by varying 
initial allowance rates. (To be continued.) 


PARTNERSHIPS 


TAXATION ON DEATH OR RETIREMENT 
by R. BUCHANAN-DUNLOP, B.A. 


professional man looks after other peoples’ 

affairs more carefully than his own, with the 
result that many a lawyer has died intestate — 
including the author of Farman on Walls — and 
many an accountant has become involved in 
disputes over his income tax affairs. 

Whatever their individual failings may be, 
solicitors and accountants alike frequently carry 
on their professional practices bound to their 
partners by the most archaic of documents, without 
any regard to the consequences that may flow 
from it and without revising it to meet the very 
changed circumstances that exist today — circum- 
stances which have penalized the professional 
man to an extent out of all proportion to the rest 
of the community. 

Many an accountant paid a substantial sum 
when he entered into partnership, but today 
there are few starting their lives in the profession 
who can afford to ‘buy their way in’ even if they 
were prepared to do so, and the question of how 
a retiring partner can afford to retire becomes 
increasingly acute, not only from the point of 
view of his recovering his investment, but also 
from that of living after his retirement. 

The result is that many men continue to 
practise long after they have earned the right 
to retire. ‘It is expected that the problem would 
be resolved to some extent should the Millard 
‘Tucker report be implemented. . 

Quite apart from these questions, and ancillary 
to them, is the question of the incidence of estate 
duty when a partner dies — a charge which may 
fall on his estate or on the surviving partners, 
depending upon the terms of the partnership 
agreement, a charge which neither estate nor 
surviving partners can really afford to meet. ‘There 
is also the further question of the income tax 
liability of the continuing partners., ° 


I” has often and truly been said that a 


It is possible so to arrange the terms of the 
partnership agreement that both these questions 
are taken care of and reduced tc a minimum and 
at the same time, the more general problem 
considered above is to some extent solved. It is 
perhaps convenient first to consider the question 
of estate duty. 


Estate Duty 


Where the position under the partnership agree- 
ment Is such that the rights of a deceased partner 
survive for the benefit of his personal representa- 
tives — and this includes the common case where 
the surviving partners are given an option to 
purchase his share from his personal representa- 
tives — there is a real passing of the property 
represented by the deceased partner’s interest 
under the agreement, and consequently a charge 
to duty under Section 1, Finance Act, 184.7 

Where, on the other hand, the interest under 
the partnership agreement does not survive after 
the death of the partner, there cannot, it is 
thought, be a charge for duty under Section 1, 
but if a share in the underlying goodwill enures 
for the benefit of the surviving partners, there 
will be a claim against them under Section 2 (1) (b) 
of that Act, for in such a case the cbservations of 
Hamilton, J., in Boden’s case would not, I 
think, be affected by the Australian case. 

In this latter case, however, it is possible to 
avoid the charge by taking advantage of Section 3 
of the Act; Hamilton; J., held this to be the case 
in Boden’s case and that part of His decision has 
not been doubted. 

In order to do this, it is necessary that the 
bargain under which the sharé in the goodwill 





1See the decision of the Privy Council in Perpetual 
Executors and Trustees Association of Australia, Lid v. 
Commissioner of Taxes ([1954] A.C. 114), disapproving the 
observations of Hamilton, J., on this particular point in 
Attorney-General v. Boden ([1912] r K.B. 539)- 
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‘enures for the surviving partners shall be a 
commercial bargain in the sense that the obliga- 
tions of the deceased partner under the agreement, 
including his promise that the goodwill shall 
belong to the survivors, are fully rewarded by the 
correlative obligations of the other partners in his 
favour including also the provision that a part 
of the share of any such other partner in the 
goodwill should enure to him if that other 
partner were to die first. 


Agreements Between Relatives 


The further question may then arise whether 
a claim for estate duty can be made under 
Section 2 (1) (c), Finance Act, 1894, together with 
Section 44, Finance Act, 1940, as amended by 
the Finance Act, 1950. The answer to all such 
claims is the same as that to Section 2 (1) (b), Le, 
that the partnership agreement was a commercial 
agreement. The disposition cannot be treated as 
a real gift,! and in so far as it might be treated as 
a notional gift by the Finance Act, 1940, reliance 
can be placed on Bodens case so as to claim the 
exemption in Section 44 (1) (a) which is similar 
to that in Section 3, Finance Act, 1894. This 
answer to a claim for duty under Section 2 (I) (c) 
applies even if the partner dies within the 
statutory period of five years. | 

Where two of the partners are father and son, 
as in Boden’s case, or persons of different genera- 
tions, it is often advisable to compensate for the 
disparity in the chances of survivorship by 
providing that the older partner shall not be 
bound to give his full time and attention to the 
affairs of the partnership, or if this is not possible, 
or to implement the consideration provided by 
the younger man still further, the agreement can 
provide for an annuity to a partner on his 
retirement or to his dependants on his death. 

Where the partners are relatives within 
Section 44, Finance Act, 1940, the provision of 
an annuity to one relative limited to cease on his 
death cannot be taken into account as part of the 
consideration by the other for the disposition of 
his share of the goodwill, but in that case: 


(a) the claim under Section 2 (1) (c) may be 
resisted by reference to the commercial 
basis of the agreement without taking into 
account the annuity; or 


(b) the annuity-can be limited not simply for 
the life of the relative but by reference to 
his death or the attainment by him of the 
age of say go, whichever event first occurs, 

_ O N 7  — — —sG 
1 See Earl Fitewilliam’s Agreement ([roso] r Ch. 448). 
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so that the Revenue cannot say that the 
annuity is ‘limited to cease on his death”. 
An annuity payable by surviving partners to 


-tke named dependants of a deceased partner is 


not liable to estate duty on the death of the 
partner, even though it becomes payable on his 
death, for in English law the dep@ndants not 
being parties to the agreement cannot enforce it.” 

A provision of this nature has the disadvantage ` 
that the dependant is left in the hands of the 
surviving partners, but normally, in the case of 
agreements between professional men, this is not 
a practical disadvantage. In any event, the- 
surviving partners will usually, after the partner’s 
death, incorporate their unenforceable obligation 
in an enforceable agreement, for unless their 
obligation is then enforceable, they will not be 
able to deduct the payments made to the 
dependants from their income for the purposes 
of surtax. 

Income Tax 


Tt will be seen from the above that for the 
purposes of estate duty the goodwill should be 
allowed to accrue to the surviving partners under 
a commercial arrangement, and the surviving: 
partners will obligate themselves to pay an 
annuity to a partner on retirement, and a separate 
annuity to his dependants on his death, these 
annuities bearing some relationship to the value 
of the interest that he is giving up. 

Quite apart from these provisions, itis, of course, 
usual for a retiring or deceased partner to 
receive the balance standing to the credit of his 
capital account. Do far as the annuity on: retire- 
ment is concerned, this is sometimes varied by 
the continuing partners employing the retiring 
partner as a consultant and paying him an annual 
sum as such; this, of course, has the dual advantage 
that it enables him to claim earned income relief 
and also prevents him from severing his connec- 
tions with the partnership to the advantage not 
only of the continuing partners but also to himself 
in providing himself with an interest. . 

Many other questions arise in individual cases 
but the above observations are, I think, sufficient 
to show how partners in planning their agreement 
can protect each other to a considerable extent 
from the hands of the Revenue. 
ea pe 7 2; 2 l ii ees 
2 See the similar point taken in favour of the taxpayer by 


Lawrence, J., in relation to Section 11, Finance Act, 1900, 
in Attorney-General v. Ralli (15 A.T.C. 523). 

2 See In re Miller’s Agreement ([r 947] 1 Ch. 615), applied in 
In re Z, Bibby & Sons Ltd ([1952] 2 All E.R. 483). The 
earlier decision was criticized in obiter dicta by Denning, 
L.J., in Smith v. River Douglas Catchment Board (119491 
2 K.B. 500), but the principle of the decision appears to 
be correct as the authorities now stand. 
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ACCOUNTING AND 
THE COMMERCIAL REVOLUTION 
The Origins of Book-keeping and its Function in Medieval Trade 


ë by NICHOLAS A. H. STACEY 
Member of the American Accounting Association 


k: f PHAT role did accounting play in 
medieval trade and commerce, and 
when was it formulated as an exact 
art? Which were the economic impulses which 
precipitated the commercial revolution between 
the eighth and the tenth centuries — what were 
the vicissitudes, the puzzles and problems of the 
merchants building the vast network of medieval 
trade which centred for so long on the Italian 
Cities? 
The answers to these questions are important 
since they show the development of accounting 


as an indispensable appendage of commercial ` 


practice: they are revealing since they explain 
the underlying commercial philosophy of an age 
in which communications were being built up, 
and they show that something of that pattern of 
trade has remained with us to this day. 

In the present age of incessant change in all 
commercial relations — the mainstay of accountants 
— it is both refreshing and salutary to learn about 
the precursors of professional accountants — the 
medieval merchants who practised the art to 
such good effect. But however desirable it may 
be to learn about the grand traditions of the 
arts of accounting and of commerce, few sources 
have so far been available. Lopez and Raymond’s 
compendious volume of primary materials about 
medieval trade in the Mediterranean’ is, as the 
preface states, 

‘the first collection of documents dealing with all 
aspects of Mediterranean commerce in the Middle 
Ages to appear in translation in a modern language’. 

Thus an important gap has been filled by this 
book, which is number Li in the series of 
‘Records of civilization, sources and studies’, 
prepared under the auspices of Columbia 
University, New York. 


A. Genesis Reappraised 


Translations of 200 documents are reproduced 
in this book; they are from medieval Latin, 
Greek, Italian, Provençal, Catalan and old 
French — all of them the work of the authors 
who say, with an engaging touch of modesty, that 
1 Medieval Trade m the Mediterranean World, by Robert 8. 
Lopez and Irving W. Raymond, Columbia University 
Press, New York; Geoffrey Cumberlege, London, 1955. 425. 


Arabic sources were translated from other 

European languages 
‘for we are abashed to admit that we do not know 
that language’. 

Reading the documents, it becomes increasingly 
surprising why this argosy of information has not 
been published before, particularly when it is 
remembered that the corporate organization of 
‘modern’ business has its roots in medieval 
partnerships, and that accounting systems stem 
directly from the practices of fourteenth-century 
merchant bankers in Genoa. 

‘If we turn to legal documents’, point out the 
authors in the introduction, 

- ‘we cannot find a single collegantia contract in 
English translation, although this type of contract 
is a milestone comparable in importance to the 
Magna Carta or the Concordate of Worms.’ 

The wording of some of the documents is of 

beauty, and the contents, if the reader has the 

imagination, can transport him to the world of 

Harun El Rashid, or to the days of the slave trade 

off the Barbary coast; and he can examine not 

only neat examples of double-entry from 1396, 

but he can also sing a ‘Song on worthy Conduct’, 

where a Florentine merchant expatiates at the 
end of the fourteenth century that 
He will be worthier if he goes to church, 
Gives for the love of God, clinches his deals 
Without a haggle, and wholly repeals, 
Usury taking. Further, he must write 
Accounts well-kept and free from oversight. 

The origins of accounting as a systematic and 
trusted art are traceable not to Florence or to 
Genoa but, as more recent researches show, to 
Tuscany, where double-entry book-keeping is 
said to have originated in the thirteenth century. 
The earliest fragments of commercial accounting, 
however, come from Genoa between 1156 and 
1158, but these represent informal calculations ` 
and “cannot be regarded as regular book-keeping’. 
An entry from the earliest accounting book so far 
discovered is an exchange transaction posted in 
a ledger, translated from the Italian, originating 
in Florence in i211: 

Orlandino, shoemaker, of Santa Trinita, owes us 

£26 (Florantine) by mid-May in consideration of 

Bolognese (money) that we gave him in Bologna 


many business men, not fully or precisely 
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for the market of San Porcolo. If they remain 
longer (with him, they are to be) at (the rate of) 
4 deniers a month (per pound). And if he does not 
pay, Angiolino Bolognini, shoemaker, promised 
to pay in his stead. Witness: Compagno Avanella 
and Bellacalza. 


Progress Traced ; 


Double-entry book-keeping was the outcome of 
several improvements in accounting technique, 
and these mainly took place in the late thirteenth 
and early fourteenth centuries. 

It is recalled that 

“credit and debit entries were posted separately, 

at first in different sections of the ledger, then one 

above the other, then side by side’. 
One or more pages were devoted to each client 
and alphabetic indexes of accounts were prepared: 
‘Every entry was listed in various ledgers, cross 
references were included’ — and this is the most 
importaat single evolutionary development — ‘in 
time, the principle was adopted that a debit entry 
should correspond to every credit entry’. 

For keeping records for tangible assets and 
operating costs separately, impersonal accounts 
had to be opened. Something ought to be said 
here for the foresight of the Italian merchants 
who introduced the double-entry system of 
Genoa, propounded in the early thirteenth 
century, in most Italian cities, if not in all, by 
the end of the century. Whilst the Italians 
became masters of the art of this new scientific 
book-keeping, the knowledge did not spread to 
other territories in Europe as quickly as might 
have been expected. 

Accounting has always been a severely prag- 
matic art and it is not surprising that some two 
centuries elapsed, during which it was extensively 
practised, before its intellectual and theoretical 
postulates were properly formulated. These did 
not appear until the middle of the fifteenth 
century and the earliest existing accountancy 
‘bible’ is of course the Summa de arithmetica 
appearing in 1494 and attributed to Pacioli, an 
Italian monk. Mentioning this fundamental work, 


the authors recall that Pacioli has been charged- 


with plagiarism by a number of scholars, and that 

‘it is certain that double-entry book-keeping was 

taught in schools long before Pacioli wrote his 

treatise, and it is almost certain that a manual was 
compiled by one Troilo de Cancellariis in the 
early fifteenth century’. 

And here we must leave the argument of the 
scholars about the uncertainties of authorship of 
the first accounting primér; for such a manual 
must have been based upon the experience of 
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formulated until some amanuensis decided to 
write down all the known facts and collate them 
into an ordered system. And it is right that such 
a treatise should have been prepared by a monk 
in a secluded monastic establishment where all 
the culture and knowledge of the Middle Ages 
was reposed. 


Church and Commerce 

It is also interesting to wonder how ‘modern’, if 
one may use the word, these clerics must have 
been to take so profound an interest in the 
theoretical background of the market-place. 
Indeed, this propensity of these medieval 
scholars, all of them clerics, is amazing when it is 
borne in mind that the ecclesiastical authorities — 
with the exception of the Knights Templars ~ 
took little interest in commerce or banking and 
concentrated all their energies upon problems 
pertaining to the economics of the land. Somehow, 
the picture of social and economic existence from 
the ninth century (or even earlier) until the 
industrial revolution, gives an impression of much 
greater cohesion than of our own day. The gulf 
between the medieval merchant and his contem- 
porary in the religious establishment must have 
been narrow enough for the one to take an 
interest in how the other earned his daily bread. 
Yet in that age, there were already countless 
examples of specialization — the merchant relied 
on bankers and shippers, and if his knowledge of 
book-keeping was imperfect he could, as far 
back as the fifteenth century, hire the services 
of a book-keeper! 


Accounting Practices 

About a dozen out of a total of 200 documents 
in this book give illuminating information about 
medieval accounting. The most important are ` 
the accounts of the Bonis brothers; early book- 
keeping methods from 1331 at Forcalquier, from 
1340 at Carcassonne, and a particularly detailed 
statement, dated 1320, from Florence. A final 
balance sheet is reproduced, going back to 1335, 
again from Florence, and details of dcuble-entry 
book-keeping, showing many interesting entries, 
has been handed down from Milan, dated 1396. 
However, the most rewarding piece of redding, 
the first translation ever, is Benedetto Cotruglt’s 
manual Della mercantura et del mercante perfetto 
(on the method of keeping records in the manner 
of merchants), written in 1458 but printed only 
in 1573. Pacioli was a friar and Cotrugli a 
professional merchant, thus the latter’s impres- 
sions about the art of keeping records and 
accounts has been tested in the crucible of daily 
experience. 
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Cotrugli starts off with a definition by saying, 
‘when you see a merchant to whom the pen is a 
burden or who is inept with the pen, you may say 
that he is not a merchant’, 


a comment of relevance in the twentieth century ` 


when so many practitioners still must grapple 
with the problems of incomplete records. Since 
records should be kept for men to remember, 
‘the merchant ought to keep three books, that is, 
the ledger (quaderno), the journal (giornale), and the 
memorandum (memoriale). And the ledger ought to 
have its alphabetical (index) .. . In the journal you 
shall reconstruct methodically all (your) capital, 
item by item, and you shall carry it forward in the 
ledger... . And when you have finished writing the 
said ledger, you shall settle all accounts opened in 
it, extract from them all balances (resti) to the 
: “debit or likewise to the credit (and carry forward 
the balances) in the last sheet after the last 
account. . . . In the memorandum you ought to 
note every evening or morning before you leave 
your home everything you have traded and 
transacted on that day because of your commerce 
or of (any) other necessary and incidental (expense) 
-such as sales, purchases, payments, receipts, 
remittances, orders of payment (assegnamentt) 
exchanges, expenses, promises and any other 
business — before any account originates from it in 
the journal. For many things happen while 
(business) is transacted without making accounts 
in the journal.’ 
‘After earnestly recommending that the merchant 
should always earry a note-book, Cotrugli lays 
down the need each year to 
‘check the ledger against the accounts in the 
journal, making the trial balance (bilancione) of 
them, and carrying forward all profits or losses 
(avanzi overo disavanzi) in your capital account’. 
The final balance (saldo or bilanci saldo) is struck 
when the books are closed at the termination of 
a partnership. 
About the accounting background of a mer- 
chanting business, Cotrugli emphasizes: 

‘I warn and encourage any merchant to take 
pleasure,in knowing how to keep his books well 
and methodically. And whoever does not know 
(how to-do this), let him get instruction, or else let 
him keep an adequate and expert young book- 

` keeper (quaderniero). Otherwise your commerce will 
be chaos, a confusion of Babel — of which you must 
beware if you cherish your honour and substance.’ 
On carefully reading this text, many may conclude 
that history is in the habit of repeating itself. 


Commercial Practices 


Details relevant to contemporary conditions 
abound in this book of Mediterranean commerce. 
A succinct extract about private. expenses and 
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expenses incurred on behalf of the company are- 
handed down to us from Avignon in a letter 
dated October 25th, 1367. In it, the 

‘partners agree that expenses for eating and 

drinking which they and their factors and servants 

may incur in Avignon are to be paid by the 
compagnia. Also they agree that all expenses which 
said partners, factors and servants may incur when 
eating and drinking, when going and returning on 
trips on the business of their compagnia, are to be 
paid by the compagnia’. 

But it is made plain that expenses incurred by the 

partners for themselves are to be paid “by each 

out of his own money’. 

The rather delicate question whether one 
should or should not take one’s wife on a proposed 
journey, is discussed by Pegolotti in his Practice 
of Commerce, written around 1310 to 1340 in 
Florence, curiously enough about a merchant 
wishing to voyage to China. Even six centuries 
ago it was thought a wise step for the merchant’s 
wife to accompany the merchant, it would 
appear, since if he 

‘takes one, he will be regarded as a man of higher 

condition than if he does not take one’. 

Basing this medieval ruling upon prudence, one 
cannot wonder why this canon of custom has not 
been accepted unaltered by present-day fiscal 
authorities. Similarly, from China comes another 
revealing piece of financial information whereby 
‘All the silver which the merchants carry (with 
them) going to Cathay, the lord of Cathay causes 
to be withdrawn and placed in his treasury: and 
to the merchants who bring it in, he gives paper 
money, that is, yellow paper struck with the seal of 
the said lord, that money being called baliset. And 
with said money you may and can purchase silk and 
other merchandise or goods you may wish to buy.’ 
Obviously, there was a rigidly enforced metallic 
standard and the exportation of ‘currency was 
frowned upon even in those days. As regards 
business failures, the record telis of ‘a money- 
changer who as late as 1360, was beheaded in 
Barcelona because he had failed to pay his 
creditors’, but we are reassured that such extreme 
measures were unheard of in more advanced 
towns. Nevertheless, the punishments arising 
from failures or breach of contract were rigorously 
enforced. ` 
Ubiquitous Accounting 
The amount of information in this book about 
medieval trade in the cradle of European civiliza- 
tion is very great. Lopez and Raymond have 
accomplished an important task in ferreting out 
the documents, translating and editing them. 
It must have been a major undertaking but one 
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that will be appreciated by students of com- 


oe 


mercial practices all the world over. The authors 
did not intend by design to accord any significant 
or over-significant role to the subject of book- 
keeping and accounting; if the volume discloses 
any special emphasis on these subjects, then the 
reason is that it played a significant role in the 
life of the merchant in medieval Europe. 
Accounting as a subject, about which we can 
read in this book, does not appear under speci- 
fically accounting headings only—the subject 
intrudes into every phase of commercial activity 
and interesting references to it can be found 
throughout the pages. In the prototype of the 
modern commercial economy, in the medieval 
system of commerce, accounting played as great 
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a role as it does now in its advanced form. And 
this qualification contains an important caution 
to practitioners of the art, and to the users, of 
their services. Perhaps a parallel can be drawn here 
between thirteenth-century Italy and twentieth- 
century England and America. In Clfapter XXII, 
the authors state: 


“Though it would be a gross exaggeration to 
ascribe to the revolution in accounting a decisive 
influence in gaining for the Italians a virtual 
monopoly of foreign trade in Western Europe, it 
can hardly be doubted that improved tools helped 
the hands which shaped them and which employed 
them skilfully.’ 


From this little homily it is not difficult to draw 
the moral for the present. 


CHIMNEY MONEY 


A TAX AT THE TIME OF THE LATER STUARTS 


by W. O. HASSALL, M.A., D.Phil., F.S.A. ` 
Hon. Secretary, Oxfordshire Record Society 


proceeds of fumage or ‘smoke-tax’ which was 

levied on all hearths from whose owners it 
could be extracted, and a similar tax was levied 
in France whence it was reintroduced into 
England on the restoration of Charles II. 

Feudal dues were abolished, and the Crown was 
granted in lieu £1,200,000 per annum; to help to 
reach this sum in 1662, it was enacted that 2s 
annually should be paid in half-yearly instalments 
‘for every fire, hearth and stove’ in every house. 
The tax was not levied upon those exempt from 
church or poor rates or on those living in houses 
worth less than 2os per annum, or having less 
than 20s per annum worth of land, or owning 
goods worth less than {10. 


Ie Anglo-Saxon times a king received the 


Statements of Numbers of Hearths 


Owners or occupiers were to give parish constables 
written statements of the numbers of their 
hearths; alternatively, the constables were to 
make entry and count the hearths under pain of 
£5 for a week’s delay and 40s for each hearth 
omitted. The clerk of the peace was to enrol the 
returns and submit a copy to the Exchequer. 
Petty constables were to collect the tax, retaining 
2d in the £. A further 1d went to the high 
constable, 3¢ to the sheriff, and 1d to the clerk 
of the peace. 

In 1663 the machinery was modified and the 
petty constables were to inspect all hearths with 


two witnesses; later on, special officials were 


+ 


appointed as ‘chimney men’. Violence against 
these was punishable by a month’s imprisonment, 
but the records show that some taxpayers thought 
it worth the price! 

The tax helped to moderate the enthusiasm 
with which the new regime was welcomed. 


‘Lowly Sheds with Smoaky Rafters’ 


The returns for Bedfordshire, Chester, Lan- 
cashire, Oxfordshire, Somerset, Staffordshire, 
Suffolk, Surrey and Yorkshire have been printed, 
but omissions make them dangerous for statistical 
purposes. A comparison for the unprinted return 
for 1663 with that printed for 1665 is instructive 
in the case of Wheatley (Oxon). 

In this return for 1663, there are 57 names and 
176 hearths, compared with 35 names and 133 
hearths in 1665. The names omitted in 1665 
would not have included certain yet paorer folk 
whose existence is attested by names in poor 
law records. These occupied ‘lowly shéds with 
smoaky rafters’ as they are describéd in a poem 
by one who owned property in the place — John 
Milton. 

Increased taxation on larger houses meant 
some graduation in the tax, but it fell with 
greatest severity on those not quite poor enough 
to gain exemption. The tax was even more 
unpopular than most taxes and its abolition in 
1689 as a ‘great oppression to the poorer sort’ 
may have seemed to plain men one of the most 
satisfactory frujts of the ‘Glorious Revolution’. 
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Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 


Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, New York, May 
| Accounting Principles and 
Conflicting Income Tax Requirements 
OLLOWING strong recommendations of 
Be: American Institute of Accountants, the 
basic principle of matching costs with 
revenues was substantially adopted by the new 
income tax legislation in 1954. 5ix months later, 
however, says the editorial, the provisions for 
estimating expenses and carrying forward prepaid 
income were being widely challenged, and the 
Secretary of the Treasury was requesting their 
immediate repéal. 

The House of Representatives granted the 
request and the measure has gone before the 
Senate. Apart from all sorts of misconceptions, 
continues the editorial, the main cause of this 
development was the Treasury Department’s 
discovery that the loss of revenue resulting from 
the two provisions would probably be far greater 
than the original estimate of $47 million. Faulty 
statutory wording also seemed to limit the 
Treasury’s authority to restrict the provisions to 
what was intended by Congress. 

Mr J. S. Seidman, Chairman of the American 
Institute’s Federal Taxation Committee, testified 
before the House Ways and Means Committee 
that the perils of revenue loss and costly litigation 
could: be avoided, without retroactive repeal, by 
two amendments: (1) provision for a transitional 
period up to ten years; and (2) insertion of a 
phrase in the law to clarify the Treasury’s juris- 
diction over the items included in extenuated 
expenses. 

The American Institute, in data accumulated 
for Senate, estimates that the revenue loss from 
the cositroversial provisions would be $500 
million, not the astronomical figures loosely cited 
by some critics. The editorial praises the Senate 
for undertaking a broader study of the situation 
which has dissipated some of the emotional fog 
surrounding the issues. 


Competitive Bidding for Audits 
Committees of the American Institute of Account- 
ants and the Municipal Finance Officers’ Associa- 
tion of the United States and Canada have issued 
a joint statement on competitive bidding for audit 


services to governmental agencies. The statement 
points out that the services sought are ‘profes- 
sional services and not a commodity’. It suggests 
that the ‘most competent auditor’ in the com- 
munity be selected and that the work be outlined 
to him, so that he may ‘state the ceiling on his 
per diem charges’. 


Professional Conduct when Auditors 
are Changed 

Mr Edward J. McDevitt, c.p.a., chairman of the 
Professional Ethics Committee of the American 
Institute, compares British and United States 
practice when the auditor is changed. 'The 
American Institute of Accountants has no rule 
requiring communication with the previous 
auditor before an appointment is accepted, nor, 
apparently, has any of the State societies of certi- 
fied public accountants. 

A limited amount of research, says Mr 
McDevitt, seems to indicate that such communica- 
tion is not practised in the United States. He 
cites one member of the Institute as reporting, 
in a particular case, that his client said he would 
regard any such communication by the new auditor 
as a breach of confidence. He concludes that, 
while it is doubtful that members of the American 
Institute would favour making communication 
mandatory, professional standards could be raised 
by a campaign of education urging mutual 
courtesy. 


The Accounting Review, 
Menasha, Wisconsin, April 
Professional Standards 
In 1952 a Commission on Standards of Education 
and Experience for Certified Public Accountants 
was set up. Mr Donald P. Perry, chairman of this 
Commission, says that its basic problems 
‘are to achieve a grasp of what the professional 
accountant is now expected to do and will be 
expected to do in coming years’ 
and of the consequent knowledge and skills he 
will need. He says it is generally agreed that the 
best education for public accounting is in the 
collegiate schools of Business, in undergraduate or 
post-graduate work, or in both. The programmes 
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of these schools are, he says, organized for students 
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with broader aims than professional accounting, 
and the Commission has to determine whether 
they are ‘sufficiently close to an ideal pattern for 
training public accountants’, since 80 per cent 
of the students who specialize in accounting are 
not going into public accounting. 

‘A solution to be explored is the possible 
requirement of a year or two of strictly profes- 
sional education after obtaining the bachelor’s 
degree. Mr Perry reports that the preliminary 
thinking of the Commission favours formal 
education for the prospective professional account- 
ant in three areas: a general cultural background; 
an understanding of the economic system; and 
the special techniques of general accounting, tax 
accounting, auditing and the practices and ethics 
of the professional field. On the score of experi- 
ence, Mr Perry says that the possibilities of 
internship have to be explored, comprising prac- 
tice in the profession during the period of 
collegiate studies. 


Consolidated Financial Statements 


The American Accounting Association, through 
its Committee of Concepts and Standards, con- 
tinues its study of the meaning of ‘business 
entity’ with a pronouncement on consolidated 
financial statements. Among other recommenda- 
tions it states that the whole of any inter-company 
mark-ups in assets should be eliminated, regard- 
less of minority interests. It argues that a cost 
basis should not be affected by the pattern of 
share ownership. The report says that the widely 
accepted practice of reflecting a minority interest’s 
share of unrealized inter-company profit as if it 
were realized, conflicts with the purpose of 
reflecting the activities of the group as if they 
constituted a single unit. 


Price Level Adjustments 


As a limitation on the usefulness of price level 
adjustments in the financial accounts, Professor 
James L. Dohr, of Columbia University, stresses 
that it is impossible to separate the effects of 
monetary factors, such as the price of gold and 
the amount of money in circulation, from non- 
monetary factors, such as technology and non- 
monetary governmental policies, which have 
nothing to do with the instability of the dollar and 
should not be erased. 

He suggests that the profession should confine 
its efforts to the two items- inventories and 
fixed assets. For the former he proposes a modi- 
fication of the LIFO approach, by computing cost 
of sales on the basis of current purchase cost 
instead of the most recent historical cost, and 


THE ACCOUNTANT 


715 


including the difference between historical cost 
and current purchase cost as a special capital 
re-measurement in the proprietary section of the 
balance sheet. For fixed assets he would replace 
the straight-line method of depreciation by some 
sort of diminishing balance method, in line with 
the movement in connection with taxes. But he 
would have the internal revenue code amended ` 
to permit the annual deduction for exhaustion 
(wear and tear) to be computed by converting 
historical cost to current cost by use of a general 
price index. 


The Controller, New York, May 
Accelerated Depreciation 

It is reported that out of 167 manufacturing 
companies recently surveyed by the National 
Industrial Conference Board, 45 per cent are 
changing their depreciation policies to the 
diminishing balance method now permitted by 
the 1954 tax code, 35 per cent have definitely 
decided against the change and the rest have 
deferred decision. The change in the revenue 
code was avowedly made to stimulate expansion 
and modernization of plant and equipment, but 
two-thirds of the 45 per cent making the change 
are said to report that it will have no influence on 
their capital spending. 


The Canadian Chartered Accountant, 
Toronto, May 

The Principal Auditor and 

Reports of Other Auditors 
In Canada, says Miss Gertrude Mulcahy, B.A., 
C.A., of the Canadian Institute’s Research Depart- 
ment, it is questionable whether the shareholders’ 
auditor has any choice about accepting responsi- 
bility for certificates given by other auditors. 
The Companies Act (Canada) makes no provision 
for delegation of his responsibilities. In the 
United States, however, she quotes the Rules of 
Professional Conduct of the American Institute 
as specifically envisaging the sign ng of a report 
expressing an opinion by members" where an 
examination has been made by ‘a member of a 
similar association of a foreign country’. Also, the 
Securities and Exchange Commission requires 
the report of any independent accountant, on 
which the principal accountant relies, to be filed 
unless the latter specifically states that he assumes 
responsibility. Out of 280 Canadian annual 
reports reviewed for 1952, 139 are reported to 
have been prepared on a consolidated basis. In 
109 of these the parent company’s auditor gave 
his opinion without reference to reliance on the 
work of ather auditors. 
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MARGINAL COSTING 


A NEW TOOL FOR MANAGEMENT 


by W. E. HARRISON F.C.W.A., A.M.LLA. 


° Immediate Past-President, 
The Institute oí Cost and Works Accountants : 


Introduction 

HENEVER cost accountants meet together 

in conference, as they often do, it is always 

contended — quite correctly — that it is the 
duty of the cost accountant to present information to 
management, and that it is management’s function 
to use the information. They complain, upon occasion, 
that management fails to use the information pro- 
vided. May not this be because the 
information is not presented in the 
best possible way? 

Management decisions which are 
based on cost information have in 
the past — and substantially in the 
present ~ been based on total costs, 
with many attendant disadvantages. 
Marginal costing is a technique 
which enables decisions of this sort 
to be made more easily, accurately, 
and profitably. Marginal costing is 
not new, however; at least three 
well-known cost accountants have 
proclaimed its virtues for upwards (x Ca 
of twenty years, and during that “== 
time have seen the technique in use Mr W. E 
in a variety of industries. More 
recently increased attention has been focused upon 
the technique for a variety of reasons, and it has been 
given some attention in America under the title of 
‘direct costing’. 

Whilst this paper will deal with the subject 
principally from the management point of view, the 
purely technical aspects of the subject being sub- 
ordinated, it is none the less necessary to deal briefly 
with the essential principles of costing as applied in 
this technique. 

Popular opinion, even amongst cost accountants, 
is that marginal costing is a ‘trade depression’ system, 
used especially to indicate the lowest price at which a 
business can sell its products over a short period. This 
half-truth is responsible for much misconception 
regarding the technique which has a very definite 
contribution to make towards the solution of manage- 
ment’s costing problems whatever the state of trade — 
in boom, slump and normal activity. 


Definitions 


The Terminology of Cost Accountancy, published by 
The Institute of Cost and Works Accountants, gives 
the following definitions: 


A lecture delivered to the Fourth Scottish Conference of 
the British Institute of Management, May 2oth-e2nd, 1955. 


TERORA 





. Harrison 


Marginal costing: The ascertainment, by differenti- 
ating between fixed costs and variable costs, of 
marginal costs, and of the effect on profit of 
changes in volume or type of output. 

Marginal cost: Prime cost plus variable overhead. 

Fixed cost: A cost which tends to be unaffected by 
variations in volume of output. 

Variable cost: A cost which tends to vary directly 
with variations in volume of output. 

Prime cost: The aggregate of 
direct material cost, direct wages 
and direct expense. 

Contribution: The difference be- 
tween sales and the marginal 
cost of sales. 


To put the matter in non-techni- 
cal terms, if, starting from the 
position we are now in, we produce 
one more of a certain product, the 
added expenditure incurred because 
of that production is the marginal 
cost of the product. 

The main features of a marginal 
costing system are the separation of 
the variable costs from the fixed 
costs of a business, and the control 
of each type of cost by appropriate 
methods so as to give maximum efficiency and to 
reveal the effect upon profit of any change in output, 
whether actually made or contemplated. 





Theory of Marginal Costing 


It is the duty of the cost accountant to: - 
provide facts upon which management can act; 

_ provide as much information as is worth while; 
present the information in the best possible way; 
give adequate explanations of his figures. 

The weakness of the commonly accepted, or 
‘orthodox’ technique of costing is that information 
is not presented in the best possible way, and detailed 
explanations must be given when comparisons are 
necessary between one line of action and an alternative. 

The inclusion of fixed charges in the overheads 
included in costs makes it difficult to: 

compare the effect of different courses of action; 

measure the true efficiency of sections or depart- 

ments; 

fix selling prices so as to give the best results to the 

business as a whole. : 

When a business is commenced, its management 


‘The paragraphs on “Theory of marginal costing’, and the 
example Figure 5, appeared in the author’s paper presented 
at the North Regional Conference of his Institute in May 
1948, published in the Cost Accountant, September 1954. 
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decides that there is a demand for a certain commodity 
which is not satisfied, and considers that if a factory 
is established to produce that commodity, it can 
produce adequate quantities of the approved quality 
at the right price, can pay wages which will at least 
maintain the standard of living of the type of worker 
required, and will leave a profit for enterprise. Having 
made this decision, management proceeds to build 
or rent a factory, to install plant and machinery, to 
make jigs and tools, to appoint secretary, accountant, 
cost accountant, works manager, superintendents 
and foremen, to equip the offices and to advertise 
the products. 

All these things are done as a matter of policy, and 
the so-called ‘fixed costs’, which appear in the first 
year’s accounts, could well be designated ‘policy 
costs’, and this term could be used for all those items 
which should be excluded from marginal costs. 

The capital expenditure, and the costs automatically 
acquired by the business because of this expenditure 
(such as depreciation), together with such charges as 
have been mentioned, are incurred as a deliberate 
policy, to make profits over a long period, and any 
system of cost accountancy should reflect this. On the 
other hand ‘variable’ or ‘out-of-pocket costs’ are 
incurred, as production is carried out, and should 
vary practically in proportion to production. 

As a matter of business policy, therefore, manage- 
ment has two jobs: 


Over a short period: to make sales minus marginal 

costs (i.e. contribution) as high as possible. 

Over a long period: to make sales minus total costs 

(i.e. net profit) as high as possible. 

Long-period policy has been considered before the 
business was commenced and, unless management 
was convinced that over a long period a net profit 
would result, it is reasonable to assume that the 
business would not have been started. Having started 
business, the short-term policy must be considered, 
and management should attempt to make the contri- 
bution as high as possible, without, of course, forget- 
ting long-term policy. 

When we are considering the initiation of business 
ventures, we must consider both long-period and 
short-period policy, but maximum consideration will, 
of course, be given to the long period. In businesses 
which are now established, the decision to produce 
has already been made, and therefore maximum 
consideration is given to short-period policy. In both 
sets of circumstances the separation of out-of-pocket 
costs from policy costs is of paramount importance. 

Under marginal costing systems we accept the 
position ‘as is’; Le we recognize the fact that the 
business is in a certain position at the present time, 
and show clearly what will be the effect of any action 
taken. This is net shown by any other system of 
costing, unless detailed and lengthy- explanations 
support the costs. 

What are fixed (or policy) costs will obviously 
vary to some extent from business to business, 
according to the policy adopted by management, 
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but, speaking generally, the following are policy costs: 
Directors’ fees, auditors’ fees, legal and professional 
charges, salaries, rent, rates, fire insurances, deprecia- 
tion of all types, practically all office and administra- 
tion charges, office equipment, travelling and hotel 
expenses, advertising of all descriptions. 
Out-of-pocket costs include: š 
Most indirect labour, consumable stores and tools, 
national: insurance, employer's liability insurance, 
most power services, freight and carriage, packing 
materials, discounts and allowances, agents’ com- 
missions. 


Theory of ‘Orthodox’ Costing 

Under the commonly accepted systems of costing, 
overheads are classified or grouped according to their 
common characteristics, fixed and variable expenses 
being treated in a like manner throughout. These 
overheads are then allocated or apportioned to cost 
centres or cost units, and subsequently absorbed in 
production or sales by varying methods. 

This technique of costing necessitates normal 
annual overheads being spread over normal annual 
production, the overheads charged to each product 
including a ‘fair share’ of the fixed expenses of the 
business. 

It is undoubtedly a fact that until all costs have 
been recovered in selling prices a profit has not been 
made, and the ‘orthodox’ costing system sets out to 
absorb all expenses normally incurred, including 
fixed expenses, in as equitable a manner as possible. 


Comparison of the Two Techniques 
In Fig. r there is set out the anticipated normal costs 
and sales of a small business, having three depart- 
ments, during a year: upon these figures normal rates 
of overhead absorption could be fixed as follows: 
Department A. 125%, on labour 
Se Bs. aa 1. 150% 
e Se : 50% s 
Administration, selling 


and distribution 20% on factory cost 











FIGURE 1 
Direct materials 30,000 
Direct wages: 
Department A. .. 8,000 
3 B. .. 4,000 
š Ç 8,000 " 
20,000 
Factory overheads: : 
Department A. 10,000 125 % on direct wages 
D B. .. 6,000 150°% 5” e » 
” C. 4,000 50% » 5 
——— 20,000 
Factory cost.. es 70,000 
Administration, sell- 
ing and distribu- 
tion expenses 14,000 20% on factory cost 
Total cost : 84,000 
Profit., ae e 15,000 
Sales 


{100,000 
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It is quite possible that in some businesses other 
methods of overhead absorption would be used, e.g. 
departmental overheads by a rate per direct labour 
hour. It is not proposed to consider the varying 
methods of overhead absorption, however, since 
this does not affect the problem we have to consider. 

In Fig. 2 there is set out these same figures as they 
would be abstracted under the marginal costing 
technique. These figures reveal overhead absorption 
rates for marginal costing purposes as follows: 


475% on labour 


125% S 
375906. a 


Department A... 
j Bases Se 
5 Ca es 
Administration, selling 
and distribution .. 64% on factory 


marginal cost 











FIGURE 2 
Direct materials .. 30,000 
Direct wages: 
Department A. 8,000 
SS B. .. 4,000 
ge C. .. 8,000 
20,000 
Variable overheads 
(factory): 
Department A. 6,000 75 % on direct wages 
If B. .. 5,000 125 % ” ”> 
” C, 3,000 372% » » 
14,000 
Factory marginal cost 64,000 


Variable overheads 
(A., S. and D.) 4,000 63% on factory 


marginal cost 














Marginal cost 68,000 
‘Contribution’? 32,000 
Sales .. ` £100,000 
‘Contribution a 32,000 
Less Fixed costs: 
Factory 5,000 
A., S. and D. ro0,000 
16,000 
Net profit pa £16,000 
—— 


Average Contribution expected 
£32,000 per £100,000 sales=6s 5d per £1 sales. 
£32,000 per £30,000 direct materials=-21s Ad per {1 
direct materials. 
£32,000 per £20,000 direct wages=32s per £1 direct wages. 
£32,000 per £8,000 Department C. wages=80s per £1 
Department C. wages. 


k 

This statement also shows that the fixed expenses 
of the business amount to £16,000 per annum, and 
there is no reason why these expenses should not be 
departmentalized in an orthodox manner, should it 
be so desired. 

Additional information abstracted from this state- 
ment is that a normal average ‘contribution’ of 
£32,000 is expected on the annual sales of £100,000. 
It is felt that this is important — more important, in 
fact, than an average percentage ‘net profit’ on sales, 
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The ‘contribution’ can also be expressed as: 
6s sd per £1 sales. 
21s 4d per £1 direct material. 
32s od per £1 direct wages. 


When quoting for jobs when an ‘orthodox’ system 
of costing is in operation, estimates would be taken 
out as shown in Fig. 3. 
































FIGURE 3 
Fob Y. Fob Z. 
s d s d d s 
Direct materials Zç I3 O , 53 o 
Direct wages: : 
Department A. . 8 o 4 O 
Ge B. sa Go 2 o 
s> C. .. 16 o 2 0 
30 O 8 o 
Factory overheads: 
Department À. +. 10 O 5 o 
up B. .. 9 O° 3 O 
ge C. 8 o I O 
27 © 9 o 
Factory cost .. SS 7° o 70 o 
Administration, selling 
and distribution ex- 
penses dä 14 O 14 O 
Total cost 84 o 84 o 
Profit ro o Loss A 0 
Price offered 94. 0 80 o 














In the example shown, if it were known that only 
94s per unit could be obtained for Job Y., the job 
would be taken on — unless more attractive business 
were obtainable — in spite of the fact that the profit 
of ros is less than the 16 per cent average profit 
expected in this business. If it were known that Sos 
per unit was the maximum obtainable for job Z., as 
the total costs amount to 84s per unit it is most 
probable that the job would be refused. 
































FIGURE 4 
Fob Y. Fob Z. 
s d s d s d s d 
Direct materials E 13 O 53 O 
Direct wages: 
Department A. . 8 o 4 © 
Sé B. .. 6 o 2 0 
5 C. vs 16 0 2 0 
30 O 8 o 
Variable overheads 
(factory): 
Department A. .. 6 o 3 O 
ss B. eg Y 6 2 6 
SS C. .. 6 o 9 
19 6 —— 6 3 
Factory marginal cost . . 62 6 67 3 
Variable A., S. and 
expenses 3 11+ 4 2 
Marginal cost .. Sa 66 5 or 5 
‘Contribution’ .. 27 7 - 8 7 
dee 
Price offered , 94. 0 So o 
‘Contribution’ per £1 - d s d 
direct wages.. Ee 18 e © 2I 5 
‘Contribution’ per £1 
Department C wages 34 D 85 10 
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In Fig. 4 there is set out the same estimates as they 
would be presented under the marginal costing 
technique. This shows that job Y. gives a ‘contribu- 
tion’ of 27s 7d for each unit produced, whilst job Z. 
gives a contribution of 8s 7d for each unit produced. 

To consider job Z. in the first instance; with 
‘orthodox’ costing presentation it is probable that 
the job would be refused; the ‘marginal’ cost presenta- 
tion reveals that if job Z. is done the business is 
8s 7d better off for each one done. In other words, 
for every one of job Z. done at an apparent loss of 
4s per unit, the business adds 8s 7d to its net profit — 
or reduces its net loss by 8s yd. 

It is only by the application of the marginal costing 
technique that the cost accountant is able to prove to 
management that by carrying out a job showing a 
net loss one adds to net profit. 

Is it an over-simplification to state that when making 
a decision management has to decide to do something 
or not to do it? 

The marginal presentation shows the difference 
between ‘doing it’ and ‘not doing it’. 

To revert to the comparison of jobs Y. and Z., it 
has been pointed out that job Y. gives a ‘contribution’ 
of 27s 7d per unit and job Z. a contribution of 8s 7d 
per unit. This does not mean that job Y. is more to be 
desired than job Z. In fact, the reverse may be the case. 

Let us assume for the moment that the business 
which we are considering has a limited amount of 
labour available, and that, consequently, the amount 
of work which can be done is limited by the total 
labour hours available within the factory. If this is 
so, the job which will yield the greater contribution 
per hour of labour — or per £1 of direct wages —is the 
more profitable. Thus, job Z., giving a contribution 
of 21s sd per {1 of direct wages, is more desirable 
than job Y., giving a contribution of 18s sd per {1 
of direct wages. 

To pursue this matter still further, let us assume 
that ample labour is obtainable in departments A. 
and B., but that there is a very limited supply of 
specialist labour required in department C. In this 
case job Z. is much more desirable than job Y., 
since it gives a contribution of 85s rod per {x of 
department C wages, whereas job Y. gives a con- 
SE of 34s 6d per {1 of department C. wages 
only. 

In practice, it is a fact that a wide variety of jobs is 
taken on, each one giving differing net profit per- 
centages and differing ‘contributions’ from the others. 
It is the duty of the cost accountant, when presenting 
his figures to management, to indicate all aspects of 
each problem, ahd it is suggested that this is not done 
unless the ‘contribution per key factor of production’ 
is clearly shown. 

In presenting the estimates for jobs Y. and Z. it 
should be clearly pointed out that both yield less 
than the average contribution expected as shown by 
the budget set out in Fig. 3. Neither job would be 
taken on if better work were obtainable; either job 
would be better than no work at all. 
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The Key Factor of Production ` 

The manner in which ‘contribution per key factor 
of production’ is presented to management by 
marginal costing methods is certainly one of the 
most important reasons for its use. The key factor 
may be labour; it may be a certain class, type or 
grade of labour; it may be materials,*or a certain 
particular material; it may be an item of plant, or 
overhead facilities. The marginal costing technique 
alone shows clearly how the maximum net profit 1s 
achieved by obtaining the maximum contribution 
per unit of cost which is in short supply, Le per 
key factor of production. 

Typical examples of key factors in a business are: 
the labour-hour; the labour-hour of a particular type 
or grade of labour; the machine-hour; the machine- 
hour of a particular unit of plant; material; a particu- 
lar type of material; the space-hour; sales; finance. 

The importance of this varying factor has been, 
and is, recognized by most business men, but had 
not been given much attention by cost accountants 
until the cost accountant operating the marginal 
technique clearly indicated how management could 
obtain the greatest contribution per key factor of 
production. 

It has been said that ‘marginal costing obscures the 
demands of individual products on capital and other 
services represented by fixed expenses’. Nothing could 


"be more inaccurate. If capital, or any service, is the 


key factor of production in any business at any time, 
by marginal costing methods only can it clearly be 
shown, in a simple manner, and without lengthy 
and complicated explanations, how the best use can 
be made of that capital or service. But this must also 
be stated: in the majority of businesses operating on 
normal lines the key factor is likely to be a simple, 
everyday unit, such as the square foot of material, 
the labour-hour or the machine-hour, and’considera- 
tion in the abstract of ‘capital and other services 
represented by fixed expenses’ can well be left to 
theorists who have never tried practical marginal 
costing. 
Use in Trade Depression. 

The use of marginal costing for price-fixing during a 
trade depression is well known. In brief, if the 
manufacturer of a product can secure a price which 
is in excess of the marginal or ‘out-of-pocket’ cost of 
the product, prima facie it pays to sell at the price 
obtainable rather than not to sell at all. If a sale is 
made, a ‘contribution’ is gained. No sale gives no 
contribution. Š 

To refer to Fig. 4 in this connection, if a price in 
excess of 66s 5d could be obtained for Job Y., or one 
in excess of 71s 5d for job Z., it is better to do the 
jobs at these reduced prices rather than to do no 
work at all. 


Use in ‘Boom’ Periods 
During a period of intense trade activity, management 
frequently has to decide which jobs to accept and 
which to refuse. Policy must naturally be considered 
by management, but the cost accountant must 
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indicate the methods by which the greatest economic 
advantage may be gained. 

The type of job which will add most to the net 
profit of the business is not the one which shows the 
greatest percentage ‘net profit’ as revealed by an 
orthodox cost presentation, but the one which gives 
the greatest contribution per key factor of production. 

In considering the business for which the budget 
in Fig. 2 has been compiled, all estimates should be 
drawn up as shown in Fig. 4, and the contribution 
should be expressed per unit of the key factor of 
production, and also per unit of the factor which may 
become the key factor of production. 

In such times as these, labour may be the key 
factor at one time, but a quota or shortage of material; 
or of a particular type of material, may during a short 
period cause this material to be the key factor. By 
the use of the marginal costing technique these vary- 
ing contributions are always available, and manage- 
ment is able to base its day-to-day decisions upon 
known facts as applied to current conditions. 

In the example under consideration it is quite 
probable that jobs yielding contributions varying 
between ros and 30s per £r direct materials and 
between rss and 45s per {£1 direct wages will form 
part of the ordinary output of the business, and it is 
also probable that many of these jobs will not show 
appreciable variances in net profit percentages as 
revealed by orthodox costing. 

Management consequently selects — so far as it is 
able, and so far as it is also good long-term policy — 
those jobs giving the high contributions per £ of 
direct materials or per £ of direct labour, according 
to the factor which controls the volume of produc- 
tion at any time. 

During the past fifteen years this application of 
the technique has proved very profitable, and cases 
are on record of businesses which have increased 
their net profits to three or four times the original 
figures merely by giving preference to and concen- 
trating upon the products which give the higher than 
average contribution per key factor of production. 

Further, the technique has indicated the importance 
of the key factor of production, and management will 
go to considerable trouble to obtain a greater supply 
of this scarce commodity, since its potential value is 
clearly indicated by the marginal costing technique. 


. “To Make’ or ‘to Buy’ 


When considering whether a product should be made 
in thé factory or bought from an outside supplier, it 
is of little value to compare only the full orthodox cost 
of the product with the outside supplier’s price. How- 
ever, if the ‘out-of-pocket’ costs to the business be 
considered, the comparison is valuable. 

If facilities for production are available within the 
factory, and the marginal cost of production is less 
than the suppliers’ price, then it is more economic 
to make than to buy. If the outsider supplier’s price 
should be less than the marginal cost of production, 
then it is better to buy than to make. , 
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In the consideration of the problem here the full 
orthodox cost is of value. Since the outside supplier 
will most probably have quoted a price which in- 
cludes his full overheads and a profit, it is logical to 
suggest that the full cost of producing the article 
within the factory should be less than the supplier’s 
price. If this is not so, assuming the product to be 
within the normal range of factory production, there 
is an indication of production inefficiency within 
the factory. In such a case it would be wise to investi- 
gate the methods and cost of production within the 
factory. SCH 

Here is a case where both marginal cost and total 
cost are of value; it is contended, however, that the 
ascertainment of marginal cost and the indication of 
‘contribution’ are of the greater importance. 


Choice of Machines on which 
a Job should be Done 


Although the technique is known to be of use when 
comparing the costs of different methods, it is 
doubtful whether all the lessons to be learnt from its 
use are known. To illustrate this the following example 
is submitted. 

A job can be done on a power press at a labour 
cost of 4d per gross, or on a hand press at 6d per 
gross; normal rates of overhead recovery amount to 
Leo per cent on power press labour and so per cent 
on hand press labour. Ample material, presses and 
jigs are available. Materials cost Ad per gross. Shall 
the job be done on hand press or power press? After 
applying full overheads the power press job costs 
1s 2d and the hand press job rs rd; but to get the 
correct picture marginal cost must be compared with 
marginal cost, when a quite different position will 
appear. If it is found that the marginal cost is 1s 
in each case and the selling price is 1s 3d, which 
method should be used? 

The ‘contribution’ is 3d per gross in each case. The 
power press operator, earning, say, 2s per hour, does 
6 gross an hour; the hand press operator, earning, 
say, 1s 6d per hour, does 3 gross an hour: the work 
done on the power press earns a contribution of 
1s 6d per labour hour, the work on the hand press 
earns a contribution of od per labour hour — so 
marginal costing would report. Normal costing 
would show power press work yielding a profit of 


FIGURE e . 
Hand Press ; Power Press 

3 gross Production per hour 6 gross 

4d per gross Material cost 4d per gross 
6d ,, Piece-work price $ 4d ü 
3d „ (50%) Full overheads (150%) 6d ji 
isid ,, Total cost Is 2d e 
Lë ,, Selling price 1s 3d s 
2d ,, Apparent net profit 1d S 

2d ,, (334%) Marginal 

overheads (100%) 4d be 
Is od Marginal cost Is od o 
rs3d ,, Selling price Lë 3de a 
20 ,, Contribution 3d Se 

3 X 3d=: 9 Contribution per hour 6 X 3d== rs 6d 
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od per gross; hand press a profit of 2d per gross — 
apparently double. 

The problem is set out in Fig. 5. 

Is is therefore to be recommended that machine- 
hour rates computed on a marginal cost basis should 
be in the possession of the production planning staff 
in order that jobs be put on the best available machine 
with the lowest marginal cost, and consequently the 
best contribution per key factor of production. 


Costing of By-products and Joint Products 


In many industries, where by-products or joint- 
products arise in the course of manufacture, manage- 
ment has to decide whether to sell one or more of 
the products in the form in which it first arises or 
whether to carry out further processes thereon. 

This problem is never a simple one, but the applica- 
tion of the marginal costing technique makes it less 
complex. 

The basis of the treatment in costs must be that 
whenever two or more products arise from one 
process, these products should be valued at their 
market price as they exist, there and then. If their 
joint values exceed the total cost up to this stage, a 
net profit has been made on the processing to this 
stage. If their joint values exceed marginal costs up 
to this stage, a contribution has been made on this 
processing. : 

It is possible, of course, that a product may have a 
negative value, i.e. it will cost money to dispose of it. 
This must be accepted if such is the case, and the pro- 
cess giving rise to this product must be charged with 
the negative value — the potential costs of disposal. 

In the costs of subsequent processes on these 
by-products or joint-products, and particularly in 
estimates to indicate the best methods of dealing with 
them, the original charge for material must be the 
value assessed as the market price at that stage. If 
the by-product has a negative value, this must be 
credited to the subsequent process cost or estimate. 

To these costs will be added the additional marginal 
costs of any further process or processes. If, after 
adding all further marginal costs to the market value 
of the input, the ultimate selling price exceeds the 
marginal costs, then it has paid to subject the by- 
products to these processes, since an additional 
contribution has been made. If, after adding these 
further marginal costs, a contribution has not been 
made, then it is preferable to sell the by-product in 
its original state. 


Standard Costing and Budgetary Control 


D 

The proponents of the orthodox costing techniques 
claim that standard costs will show quite as clearly 
everything which is shown by a marginal costing 
system. This is disputed. since the contribution given 
by any job or process is not shown by any technique 
other than marginal costing., 

However, the establishment of standard-marginal 
costs In any business for which standard costs are 
. suitable has much to commend it. 


e 
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Standards are established for all variable costs, 
and period by period the actual costs are compared 
with the established standards. Variances are shown 
under most of the usual heads, viz.: material price 
variance; material usage variance; material mixture 
variance; wages rate variance; labour efficiency 
variance; expense price variance (for °variable ex- 
penses); expense utilization variance (for variable 
expenses); yield variance, etc. 

Volume variance — the portion of overhead variance 
which is due to the difference between the budgeted 
level of output and the actual level of output attained 
— is not shown by this technique. 

In addition to the standards established, a budget 
is compiled for the fixed expenses of the business, 
and the actual fixed expenses incurred are compared 
regularly with the budget. 

The budget for fixed expenses shows clearly what 
must be recovered during the year -— or during any 
shorter budget period. This can also be shown ‘per 
expected £ of sales’, ‘per expected £ wages’, or ‘per 
expected unit of the key factor of production’. The 
summary of the standard costs and the actual marginal 
costs for a period shows clearly the standard and the 
actual contribution for the period. The excess of 
contribution over fixed overheads shows most clearly 
the net profit for the period. 


Control of Costs 


It is logical to suggest that management, at any level, 
is interested in, and should be held responsible for, 
those expenses which he can influence by his own 
action, or which are influenced by the actions of 
the staff under his immediate control. ‘Functional’ 
budgets recognize this. 

Under a system of marginal costs, there is presented 
to the shop foreman a summary of the figures which 
he can influence by his action — the marginal costs of 
his department. Where standard-marginal costs are in 
use, the actuals are compared with the standards, 
and the reasons for variances are shown. These 
figures can be presented in a simple way, and are not 
complicated by the inclusion of fixed costs, or 
obscured by the over-recovery or under-recovery of 
fixed overheads. 

To the works manager is given a statement of his 
marginal costs of production compared with his 
standard marginal costs, and a schedule of his fixed 
charges, compared with the budget for these charges 
which he assisted to draw up as a matter of poljcy. 

The sales manager receives similar information 
relating to selling activities, according to territories 
and types of product, and is able to see the contribu- 
tion made by each area and product; then he can 
compare his actual fixed costs with his budget costs. 

General management, too, is given the results in 
two sections, and is able to compare marginal costs 
with standards in total and in detail, and the reasons 
for variations are stated simply and clearly. Further, 
the fixed costs of the business are compared with 
the budget and it is very easy for the cost accountant 
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to indicate why these results were obtained. It is 
correspondingly easy for management to take any 
desirable and possible action to bring about the 
necessary changes. 

In each case, care should be taken to see that the 
man who will be responsible for working to the 
standards and budgets assists in their compilation 
and ultimately agrees that they are fair and reason- 
able, and are capable of achievement in practice. If 
this is done the right spirit is created and, since only 
those figures for which he is directly responsible are 
submitted to him, much useless argument is-avoided. 


Increase in Fixed Overheads 


In considering the problems up to this stage, it has 
always been recognized that facilities have been 
available for the course of action suggested, and 
consequently the marginal cost of a product or 
process has been of prime importance. 

However, in the routine operation of the technique 
of marginal costing, a careful segregation of variable 
and fixed overheads will have been made. If the 
system has been in operation for a number of years, 
great accuracy in the division will most probably 
have been achieved. If standard-marginal costs are 
set up and a practical system of budgetary control for 
the fixed overheads has been established, management 
is able to see clearly the effect of any course of action. 

When it is considered necessary to incur additional 
fixed overheads of any description, the fixed overhead 
budget should be recast in the light of the changes 
envisaged for a period of three or possibly five years. 
This will show clearly the additional fixed costs 
which are likely to be incurred. 

These additional fixed costs are incurred to do 
more (or better) work. From the standard-marginal 
costs of the additional product or products, after 
consideration has been given to improvement in the 
standards because of the increased or improved 
facilities, the additional contribution is shown, for 
each year. If the contribution minus additional fixed 
costs gives a reasonable return on the capital employed, 
the expansion is worth while. 

This line of thought must necessarily be followed, 
whatever system of management information is 
being used. The important point is, however, that 
with a system of marginal costing the maximum 
amount of information is available for management at 
all times. 
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Break-even Charts 


Much has been written regarding the use of break- 
even charts in conjunction with, or as opposed to the 
use of this technique. A break-even chart can be 
constructed for any business at any time, and will 
indicate the present level of fixed expenses, the 
present average contribution — by the use of sales 
and variable cost curves — and consequently the point 
at which the fixed expenses of the business are just met. 

Much can be learned from these charts but, by 
and large, it must be accepted (bat, (het represent 
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the average for a business with, probably, a wide 
variety of products. The basis of the chart at any 
moment should be the standard-marginal costs of all 
production and the budget for fixed overheads. 

Any variance in the sales mix of products may cause 
considerable change in the variable cost curve, and, 
since the contributions of the many products are 
likely to differ widely, the practical value of the break- 
even chart is considerably reduced. 

It is suggested that a practical decision either to do 
something or not to do it can be taken with much 
more confidence from the marginal cost of a specific 
product showing the contributian per key factor, 
than from any information which could be obtained 
from the most elaborate break-even chart. 


Semi-fixed Costs 


The point is sometimes made that many costs are 
not truly fixed or variable, being semi-fixed (or semi- 
variable). A further point is made that in the short 
run all costs tend to be fixed and in the long run all 
costs tend to be variable. 

These contentions must be accepted generally, 
but from the point of view of practical marginal 
costing we must accept the position as it is at the 
present time and base our division upon these present 
conditions. If an item of cost can only be changed by 
a decision of the board, or of top management, it 
may be regarded as fixed. Those items of cost which 
are changed by day-to-day decisions on the floor of 
the shop may be regarded as variable. 

An objection to this division is sometimes made 
by the manager, who points out thet he can change a 
cost from fixed to variable, or vice versa, by an 
immediate decision. He confuses diagnosis with 
prescription. Having diagnosed an item as fixed, he 
proceeds to prescribe, and changes it to variable. The 
marginal costing concept recognizes this and illus- 
trates it more clearly than any other system. 

In practice, when compiling the budgets, each 
item of expense is considered on its merits, and in the 
light of current conditions. Experience has shown 
that a division into the two groups is not difficult 
in most circumstances. In the early stages of the 
application of marginal costing when in doubt as to 
the group in which an item should be placed, it is 
wise to include it amongst the variables so as not to 
overstate a case supported by the marginal technique. 

Again, in practice, it is most common to find that 
far more costs are of a fixed nature than is usually 
considered to be the case. Organizations have been 
built up to do a certain volume of production — often 
well in excess of current volume of production — and 
substantial increases or decreases in the present 
volume of business have little effect upon the over- 
heads of the business. j 


Conclusion 


The marginal cost approach to business problems is 
generally more acceptable to business men and 


economists than to accountants, although the latter 
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are rapidly being converted to this approach to 
management problems. It is considered that fre- 
quently the accountant is too immersed in the 
technique and expertise of his profession, seeing it as 
an end in itself rather than as a means to an end. It 
must be pointed out that cost accounting in itself is 
valueless; it is only when action is taken on the 
information presented that it becomes of value. 

Accountants say of the technique ‘it is dangerous’. 
They imply that management is not to be trusted to 
use figures properly. This is a criticism of manage- 
ment, not of the system. It is also a criticism of the 
accountant, who has not interpreted his figures fully 
and correctly. Surely if management is incapable of 
using properly the information given by the marginal 
costing technique, it is incapable of using the smaller 
amount of more complicated information given by 
orthodox presentation. 

Detail of the routine operation of the system has 
not been given; that is a job for the cost accountant. 
To management it can be said that, after the original 
installation, the revision of the classification of 
expenses, and the compilation of budgets, it costs no 
more to operate than does an orthodox system of 
costing — and it gives far more information. 

The technique can be used in any business or 
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industry, whether the type of production be job, 
batch or process. 

It is sometimes claimed that all the information 
obtained from the marginal costing system could be 
obtained from an orthodox standard costing system. 
True, it could be, but it is not. The orthodox standard 
cost does not show either contribution, or contribu- 
tion per key factor of production. These can be 
obtained by additional computations. 

The ‘marginal coster’ claims that this is most vital 
information for management, and therefore should 
be clearly shown at all times. Even if only required 
occasionally it is far more simple, and less costly, to 
abstract the information as a routine rather than to 
do a division of costs on one or more jobs or processes 
as required. Even if total costs are sometimes required, 
it is much easier as a routine to add two figures to- 
gether than to divide a full cost into two unequal parts. 

It is unlikely that anyone will throw out an orthodox 
costing system and install a marginal costing system 
as a result of a paper such as this. There is no need 
to do so. The marginal costing system can be grafted 
on to the orthodox system at little extra cost. Then, 
when its value has been proved, the careful division 
and absorption of fixed overheads which is a part of 
the orthodox technique may be reconsidered. 


WEEKLY NOTES 


Better Ways 

The Anglo-American Council on Productivity, in the 
first phase of its activities, was largely occupied in 
obtaining information about the methods and tech- 
niques used in a wide range of industries in the 
United States. In its second phase the Council, now 
redesignated the British Productivity Council, is 
engaged in publicizing throughout British industry 
the lessons learned by the numerous teams of in- 
vestigators who had previously submitted reports 
upon American conditions. I 

The Council’s work thus mainly consists of organ- 
izing local productivity associations and committees, 
and of conducting a campaign to increase the under- 
standing of management techniques by explaining 
them in straightforward language. 

Better Ways, a largish booklet just issued by the 
Council, reprints a number of articles upon various 
aspects of industrial management, together with case 
studies illustrating what has been achieved by their 
use, which originally appeared in the publication, 
Target, over a period of some two and a half years. 

The range "of subjects in Better Ways- which 
merits the title of a ‘primer of productivity’, although 
it cannot be regarded as a substitute for thorough 
study —is wide. An important feature is that in the 
treatment of all subjects the industrial relations 
aspect of management is stressed — without a sound 
human approach little is likely to be achieved. Some 
1 Better Ways: Nineteen Paths to Higher Productivity. 
British Productivity Council. 2s 6d. 


of the subjects are of particular interest from an 
accounting angle, notably those dealing with budget- 
ary control, factory costing, statistical methods, 
production control and stock control, although, some- 
what surprisingly, no attempt is made to develop the 
relationship between budgetary control and standard 
costs, the latter of which is discussed under factory 
costing. None of these is explained on an advanced 
level, of course; the case studies are, however, interest- 
ing and the book does give a satisfactory review of all 
the functions and techniques which are now regarded 
as the best modern industrial practice. 

It should perhaps be recalled that in general the 
reports made by the various teams visiting the United 
States did not reach the conclusion that, in terms of 
completely new methods, there was much to learn; 
most of the methods and techniques applied in the 
United States were indeed already known here. What 
was important, however, was the extent to which these 
methods were applied. Increased productivity in this 
country is likely to result not from adoption of new 
techniques so much as from the more general 
application of those already known. The paramount 
need is therefore for dissemination of information. 

Since Better Ways explains this simply and clearly, 
with the added emphasis given by the quoting of 
actual examples of successful applications, and by 
some good illustrations, it should facilitate the task of 
managers, trade union leaders and others of under- 
standing the ways in which productivity can readily 
be increased. 
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The Future of E.P.U. 


A year ago it was confidently prophesied that the 
European Payments Union would come to an end 
before the time came to consider its renewal. It will 
be recalled that the regulations in respect of long- 
standing debts and current deficits were consider- 
ably stiffened fo the advantage of creditors when the 
E.P.U. was renewed for a further year as from July 
Ist, 1954. At that time there was a good prospect 
that one or more major European currencies would 
achieve full convertibility before the end of this 
further year, and so make the work of E.P.U. of 
little importance. But this has not happened. A 
further degree of liberalization of inter-European 
trade has been put into operation but fears of a 
dollar shortage appear to have delayed the expected 
dash towards convertibility. A number of the smaller 
European countries have repeatedly stressed their 
desire for some form of monetary co-operation, if 
and when E.P.U. is wound up. 

At the recent meeting of the Ministerial Council 
of E.P.U. presided over by Mr Butler, it was agreed 
that the Union shall continue in principle for a year 
from July ist next with harder gold credit ratios. 
As from August rst, the 50/50 ratio will be amended 
to 75/25 in favour of creditors. Dealing with this 
point in the Debate on the Address, Mr Butler 
added that suitable arrangements for the termination 
of E.P.U. within the twelve months from July 1st 
next, in case of need, had been agreed upon. Presum- 
ably, this means that if there is an important defec- 
tion from E.P.U., the Union will be wound up. 
After E.P.U. has lapsed, either on account of defection 
or by mutual agreement, arrangements will be put in 
hand to establish a fund for providing assistance to 
countries in short-term balance of payments diff- 
culties. Assurances have also been given by members 
to continue trade liberalization after any converti- 
bility. A system of clearing of payments after this 
eventuality is also being worked out. It is believed 
that the British view was that no clearing system 
was necessary since sterling could be used for this 
purpose. The smaller European countries appear to 
have won their point, however. 


Automation and Security 


Automationeis a word very much in the public eye 
at present. The Institution of Production Engineers 
has been holding a conference on its development in 
this cguntry amd PED (Political and Economic 
Planning) have recently issued a pamphlet called 
Towards the Automatic Factory, in which they say 
that whereas mechanization has largely displaced 
labour by physical effort, new electronic methods of 
control are doing work automatically which was 
formerly done by brain power. It is of interest to 
note, too, that it is in the American automobile 
industry, where automation hes made outstanding 
progress, that organized labour has been able to 
negotiate within the last week or so a contract which 
in effect guarantees wages for a definite period of time. 
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From one point of view automation means an 
ever-increasing amount of capital per worker until 
the automatic factory is finally established. This in 
turn means a very high level of output for the 
engineering industry to supply the equipment and a 
very high level of output in the automative factory 
to justify the high level of capital investment. -It 
assumes both a high national level of investment — 
unless automation is to be no more than a few isolated 
shop window installations for British industry — and a 
state of full employment. Given such conditions, the 
wage earner and the salaried employee can both 
look forward to continuity of earning power, but 
is it so easy to assume full employment as all that? 

The fact is, that the achieving cf automation on 
any scale, especially in this country which is vulner- 
able to international competition ror such a high 
proportion of its markets, brings with it a long list 
of consequential problems in which the accountant 
is as deeply involved as the engineer and the 
economist. ‘The higher the rate of investment per 
worker, the more meticulous and carefully phased 
must be the budgetary control of capital and recurrent 
expenditure prajects and the more complex become 
the innovations which have to be worked out in 
management-labour relationships which in turn will 
have important consequences on cost estimates. The 
warning thet the recent agreement between the 
unions and the Ford Motor Company in America 
has still to be worked out so far as its effects on the 
company are concerned, should carry an early and 
significant lesson for British industry. Much hard 
thinking lies ahead on the road to automation. 


Rail Arbitration Result 


Lord Justice Morris made known his findings in the 
dispute between the British "Transport Commission 
and the Associated Society of Locomotive Engineers 
and Firemen earlier this week. It will be recalled that 
both sides agreed to accept his opinion immediately 
and without question. As might be expected, neither 
side has gained a complete victory. The first-year 
engine drivers and motormen are to receive 1s a week 
more; second-year men 2s, and third-year men 3s. 
No changes are recommended for firemen. It is 
possible for both sides to say they have won, a fact 
which in itself is perhaps important. The Com- 
mission can say that the payments recommended are 
significantly less than the unions claimed, while the 
unions can say that the principle of wage differentials 
for different degrees of skill has been accepted. 

So far as the history of the negotiation of wages is 
concerned. the outcome of the railway strike is some- 
what obscure. There is some satisfaction from the 
public viewpoint in the fact that the Commission 
stood its ground with something more than a show of 
resisting pressure for higher wages. Cn the union’s 
side, the incident has proyided a rather novel form of 
arbitration — a novelty which is not likely to recom- 
mend itself in the future except as a last-minute 


device to save face. 
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FINANCE AND COMMERCE 


fter a short period of consolidation the advance in 
idustrial equity values has been resumed. One of 
ne outstanding features of the market is the extent 
3 which stock is bought and paid for. Speculative 
ositions are small. 


Carreras’ Position 


‘he posityon of Carreras Ltd, the tobacco manufac- 
irers, is causing no small concern in the investment 
orld. The point has been reached in the decline in 
32€ business when, on the provisional accounts for 
1e half-year to April 30th, the directors do not feel 
istified in paying an interim dividend. Reviewing 
1e past, the company in 1948 to 1951 paid an 
iterim of 124 per cent followed by a final of 222 per 
ent. For the year to October 1952, the 124 per cent 
iterim was followed by a roo per cent capitalization 
sue and a final dividend of 114 per cent. The 
lowing year, the interim was 64 per cent and the 
nal 11} per cent and in the year to October 1954, the 
terim was 74 per cent and the final ro per cent. 
With the recent announcement of no interim, the 
irectors state that the results disclosed by the 
rovisional accounts arise from the abnormal trade 
onditions to which Sir Edward Baron, the chairman, 
sferred at the last meeting. That was in February, 
hen Sir Edward said that the whole crux of the 
roblem lay in their position in the home trade. 
ower home turnover, and a basic expenditure that, 
) a large extent, it was not possible to curtail, 
revitably reduced the profit margin -always, he 
mphasized, comparatively narrow. 

Shareholders now presumably wait until next 
inuary, when the final dividend is normally 
onounced, to see what return in dividend the 
ear’s trading has produced for them. Here is a 
ase, however, where we suggest, the figures in the 
rovisional half-year’s accounts might have been 
ode available to shareholders. They could have 
een surrounded with the qualifications associated 
ith provisional figures. But if they are reliable 
1ough, as they should be, for board policy, they 
10uld be no less reliable, subject to their limitations, 
; a guide for shareholders. 


Tate & Lyle 


he recent interim dividend declaration by Tate & 
yle Ltd, the sugar refiners, presents another case 
here interim profit figures might well have been 
rovided. So far as it goes, the news was good. The 
terim payment was raised from 34 per cent to 
; per cent. Shareholders were warned by the board 
yt to assume that the final payment would bear 
e same ratio to the interim as in 1954 when the 
; per cent interim was followed by a final of 144 
r cente The board, however, did not anticipate that 
€ gross amount of the final dividend would be less 
an last year. 
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Granted maintenance of the final payment, the 
year’s total distribution becomes 19 per cent. Could 
it passibly be 20 per cent, a nice round figure? 

Half-year’s figures would not answer the question 
which incidentally is further involved by the fact 
that the 44 per cent interim is payable on a capital 
increased by a capitalization issue of one for four. 
But they could show, for instance, what progress in 
the business has justified the increased rate of 
interim distribution. 


Insurance Abroad 


Hardly a day passes without someone saying some- 
thing about the dependence of this country on 
exports, on export drives, etc. But it always seems to 
be in terms of goods with little recognition of the 
services which this country provides for the world 
through shipping, insurance and the ‘other invisibles’ 
in the overseas trade account. 

Lord Brand, the chairman of the North British 
and Mercantile Insurance Company Ltd, gives 
indirectly an indication of the size of British insurance 
business abroad. In his statement with the accounts, 
he said that over 22,000 claims arising from the 
windstorm disasters which afflicted the eastern sea- 
board of the U.S.A. had been dealt with by his group 
alone. This was an early estimate, he added, at the 
meeting. The final total of such claims is no less than 
43,000 for which full provision had been made in the 
accounts. It was not surprising, he said, that these 
windstorm losses had so greatly affected the fire 
results for the year. 

When 43,000 claims can arise from one disaster, 
what must be the extent of the total insurance 
business abroad? In actual fact, overseas non-life 
business alone was worth a premium income of 
£600 million last year and the profit from it is 
estimated to be around £60 million. 


Eagle Star Accounts 


This week’s reprint completes the accounts of the 
Eagle Star Insurance Co for the year to December 
31st, 1954. The accounts, as we stated a week ago, are 
designed to present the considerable amount of 
detail inevitable in the need to provide for Board of 
Trade requirements under the Assurance Companies 
Acts, 1909-46, and for the Companies Act, 1948. 
The consolidated profit and loss account, the revenue 
accounts and the life department funds balance sheet 
were reprinted last week. 


Money Market 


With the market’s bid raised by a penny to {99 os 2d, 
the average rate for Treasury bills on June 17th was 
slightly lower at £3 19s 5-17d per cent. Applications 
totalled £365,555,000 and this week’s offer is £270 
million or YX ro million less than maturities. 
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THE ACCOU NTANT 


June 25th 1955 


THE ACCOUNTANT AIR-MAIL EDITION 
UP-TO-DATE NEWS FOR SUBSCRIBERS LIVING ABROAD 


For over eigltty years The Accountant has had pride 
in stating that it is the recognized weekly organ for 
chartered accountants and accountancy throughout 
the world. 

As the only weekly newspaper devoted entirely to 
the profession, we have done all that was possible to 
advance the interests of our readers, and now, in, 
these fast-moving days, it is incumbent upon us to 
arrange that those living abroad shall be able to 
receive their copies of The Accountant two or three 
days after publication. 

It is with pleasure, therefore, that we announce — in 
this year which has seen the seventy-fifth anniversary 
of The Institute of Chartered Accountants in England 
and Wales — a new service for our overseas readers, 
designed to meet the growing demand from those 
who wish to receive immediate information week by 
week on all topics of professional interest. 


As from the first issue of the next volume, dated 


. July and, 1955, we shall be publishing an air-mail 


edition of The Accountant. 
Sending copies ‘of -The. Accountant by air mail, 


„as we now do to many ‘readers abroad, will be less 


expensive than heretofore, as we shall ‘use special 
thin paper of high quality, which we are sure our 
readers will agree is of an agreeable appearance. 
Despite the use of this paper, the cost of air-mail 
postage, printing, paper and so on is of course high. 
Nevertheless, there will be only one air-mail rate for 
overseas subscribers to The Accountant, irrespective 
of the country to which copies are sent. This will be 
£6 15s od a year, including the additional postage. 
Overseas subscribers, therefore, who wish to 
receive the air-mail edition are invited to write to 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, 
London, EC2, England. | 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


tA Personal Taxation Statement’ 


SIR, ~ The letter in your issue of June 11th from 
Mr George Lewis which refers to my article on ‘A 
personal taxation statement’ in your issue of June 4th, 
raises, I think, a question of principle. 

Mr Lewis apparently considers a professional 
accountant should endeavour to explain in detail to 
his clients all the various calculations and negotiations 
(probably with several tax offices) leading to the 
agreement of the liabilities. I believe that is undesir- 
able and unnecessary. What ‘Mr Taxpayer’ requires, 
and indeed should be given, in regard to his income 
tax liabilities, is simple evidence that the total net 
amount of tax ultimately suffered is exactly equal to 
the total tax which should be suffered on the total 
income; that is demonstrated quite clearly by my 
illustration. 

In his endeavours to make a plain statement com- 
plicated, Mr Lewis attempts to apply unbelievably 
complicated calculations which might have been 
abstracted from a Tax Inspector’s nightmare and 
which are quite foreign to my illustration. The 
P.A.Y.E. coding in my illustration is really quite 
straightforward, being the relief for personal and 
child allowances, life assurance and national insur- 
ance restricted by the adjustment for family allow- 
ance and untaxed interest; the Schedule E repayment 
represents the excess of £33 8s 3d refund on bank 
interest paid and Zo 18s od refund for earned income 
relief on director’s fees over 16s DA VE adjustment. 

s 


‘Mr Taxpayer’, however, being satisfied that the 
overall position is quite correct, is not interested in, 
nor should he be troubled with, any such technicalities 
Yours faithfully, 

G. N. HUNTER. 


‘The Principal, the Articled Clerk and the 
University’ 


SR, — As the father of a boy approaching fifteen 
years of age whose best subject at school is un- 


Leeds, I. 


‘doubtedly ‘maths’, I have read with much interest 


Mr S. V. P. Cornwell’s excellent articles under the 
above heading in your issues of May 7th and 14th, 
and Mr David Solomon’s letter in your issue of 
May 21st. 

Mr Cornwell mentions that the progress of ‘the 
university scheme’ is reviewed every two or three 
years at a joint conference of representatives of the 
universities and the profession, and that such a con- 
ference has recently been held. He states that the 
conference found that publicity for the scheme within 
the profession was a major difficulty-and it occurred 
to me that it might be opportune for the accountancy 
bodies to circulate to their members the conclusions 
of the conference, together with. theiz own recom- 
mendations on what is, after all, an important matter 
for the future of our profession. 

It is stated that large’ numbers of accountants are 
not aware of the scheme, and many more, I feel, do 
not realize that they have a choice of two methods of 
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combining university training with professional 
articles. The pros and cons of each seem worthy of 
the direct attention of members in, say, the forty to 
fifty age bracket, i.e. those whose sons are now making 
up their minds about their careers. The question of 
when to do National Service is vitally linked with this 
matter, and guidance to parents of prospective recruits 
to the profession would no doubt be welcome. 

I think The Institute of Chartered Accountants 
| published a résumé of the univetsity scheme some 
- time ago, and it would therefore seem opportune for 

consideration of a ‘follow up’ in the light of informa- 
tion gleaned from the recent conference. 
Yours faithfully, 
H. MAYNARD, F.c.a. 
Secretary, 
THE FREDERICKS HOTELS LTD. 
London, WC x. 


Income Tax 


Sir, — I notice Professor Byrd, in ‘North American 
Commentary — LXT, in your issue of May 28th, 

. refers, under the sub-heading “The Cost Accountant 
Today’, to an article by Mr Maurice E. Peloubet, 
GPA, in which he says that ‘. . . the old argument 
that income taxes are a division of profit and not a 
cost has been abandoned’, and in support of which 
he quotes the American Institute’s statement in 

| Accounting Research Bulletin No. 43, ‘that income 

I taxes are an allocable expense like any other’. This 
may or may not be true for America, but I cannot 
conceive of it as being true for this country. 

It can only be assumed that the term ‘allocable 
expense’ is being used in its broadest sense as an 
expense incurred in the earning of income. Mr 
Peloubet refers to it as a ‘cost’, but one cannot 
imagine income tax being regarded as a variable or 
semi-variable cost allocable to some particular 
department, cost-centre, or product. Therefore, if it 
is to be treated as a cost, it seems to follow that the 
American Institute are saying that income tax should 
be accounted for as ‘on-cost’. This would mean that 
income tax is to be regarded as a cost incurred in the 
earning of income, which cannot be escaped whatever 
the volume of the output from which the income is 

derived may be. In other words, it is to be regarded 
as being in the same category, as, say, the cost of 
maintaining a country depot, which has to be 
incurred whatever the volume of throughput handled 
by the depot. Furthermore, it would mean that 
income tax is to be regarded as entering into ‘total 
cost’ for price-fixing purposes, and not as a division 
of the profit margin. I think English accountants 
would be grateful for an elaboration of the American 
Institute’s statement. 

I suggest that, in this country, the trend of income 
tax policy is to emphasize rather than abandon the 
argument that income taxes are a division of profit, 
in the sense that income tax is becoming more and 
more a contribution towards the provision of national 
revenue for the implementation or assistance of 
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measures designed for the betterment of ‘living 
conditions’ generally, and the defence of those 
conditions. Although such a contribution must be 
accounted for, in the financial sense, as a diminution 
of liquid resources available for expenditures I fail 
to see how it can be regarded as a ‘cost’ or even an 
‘allocable expense’. Š 

i Yours faithfully, 

WM. E. SPRUCE. 


ga SZ 
"4 


| Royal Commission Report 


SIR, — In Section 2 (4) of Appendix II of the Royal 
Commission Report (concerning the base stock 
method of valuing stock-in-trade), does not the 
passage at line 16: 
‘Any subsequent net reductions in quantity of stock 
would be regarded as having been used or disposed 
of out of the entire stock at the average cost price so 
ascertained. . . .’ 


appear to contradict the earlier passage at line 9: 
*.. . all replacements of that (initial) stock up to 


but not exceeding the initial quantity would be 
valued at the same (actual cost) prices’? 


Without some modification of text, it is not easy to 
differentiate the. effect of the base stock method 
described in Section 2 (4) from the effect of the 
ordinary moving-average method described in Sec- 
tion 2 (1) (c), and this may seem to point to a different 
intention; but J hesitate to make so large an 
assumption. 

Yours faithfully, 
B. KENNETH FLETCHER. 

Bromley, Kent. 


Costing System 


Sir, ~ Would you be good enough to afford a little 
space to the following request, please? 

I wish to learn of a costing system that can be used 
for budgetary control and standard costs of a factory 
manufacturing industrial chemicals. There will be 
practically no processing, that is to say, from one 
process to the other, but merely the mixing, heating 
or agitating of materials to produce the finished 
chemical. J am unable to obtain any data in the form 
of books, leaflets or technical advice from, the usual 
sources, as, so I am told, there is little call for them 
in this country. Books that I have obtained on 
budgetary control and standard costing deal only with 
the accounting points and not with, for example, how 
to book time to a process when various men are 
working on various processes at various points on the 
shop floor. 

Several processes will be going on at the same time, 
and the personnel are not specifically attributable to 
any one process. 

The help available through your columns would be 
very welcome. 

Yours faithfully, 
` INDUSTRIAL. 
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The Accountant 
INDEX TO VoL. CXXXII: JANUARY—-JUNE 1955 


The general Index to this volume — January to June 
195s, Vol. CXXXII -will be published with the 
first part of the next volume, dated July and, 1955. 
The parts of this volume should therefore not be 
sent for binding until the index has been added. 


The Institute of Chartered Accountants in 
England and Wales 


A special service for members of the Institute will be 
held at St Margaret’s Church, Lothbury, ECa, at 
12 noon on Wednesday, July 6th. The members of 
the Council of the Institute will be present and the 
President hopes that as many members of the 
Institute as possible will also attend. 


Personal 


Messrs Drxon, WILSON, TuBBS and GILLETT, 
Chartered Accountants, of 24 Basinghall Street, 
London, EC2, announce the resignation of Mr KEITH 
AUBREY NICHOLSON, V.R.D., A.C.A., from the partner- 
ship as from May 31st, 1955. 

Messrs CROFTS & NAYLOR, Chartered Accountants, 
announce that they have removed their offices from 
37 Crass Street, Manchester, 2, to 30 Spring Gardens, 
Manchester, 2. Telephone: Deansgate 2347-8. 

Messrs A. Marks & Co, Chartered Accountants, 
of Go Wimpole Street, London, Wr, announce that 
Mr Norman BLOOM, A.C.A., who has been associated 
with the firm for a number of years, has been 
admitted into partnership. The name of the firm 
remains unchanged. 

Messrs -Heatucore & CoLeMAN, Chartered 
Accountants, of Go Harborne Road, Birmingham, 15, 
and 39 Temple Row, Birmingham, 2, announce that 
they have taken into partnership Mr PETER WILLIAM 
ADAMS, A.C.A., aS from May ist, 1955. The name 
of the firm remains unchanged. 

Messrs ALLAN, CHARLESWORTH & Co, Chartered 
Accountants, of 17 St Helene Place, Bishopsgate, 
London, EC3, announce that they have amalgamated 
their London and Liverpool firms and that Mr 
EDMUND PETER DaLzeL TAYLOR, V.R.D., F.C.A., their 
resident partner in Liverpool, has become a partner 
in the combined firm. The practice will be continued 
at the present addresses in London, Liverpool, 
Cambridge and Rangoon. 
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Professional Note 


Alderman E. Ewart Pearce, M.B.E., J-P., F.S.A.A., has 
been elected Chairman of the Finance Committee of 
the Cardiff City Council in place of ex-Aldefman 
Sir William R. Williams, J.P. Alderman Pearce is a" 
Past-President of the Incorporated Accountants" 
District Society of South Wales and Monmouthshire.: 
Gas 
In Parliament f 
AUDIT STAFF: REGIONAL HOSPITAL BOARDS 


Mr GRESHAM Cooke asked the Minister of Health | 
if he will give the grades and numbers in each grade 
of his department’s staff employed in the audit of 
the accounts of regional hospital boards; and why no 
officers of the class of professional accountants are : 
employed in this work. e 

Mr Ian MactLeon: The staff employed in the 
audit of the accounts of all National Health Service - 
hospital authorities, executive councils and certain ., 
other authorities is as follows: 

3 Chief executive officers. 

15 Senior executive officers. 

60 Higher executive officers. 

120 Executive officers. 

75 Clerical officers. 
The service conforms with comparable audit services 
in the Civil Servicein which a professional accountancy ; 
qualification is not required. The senior appoint- ` 
ments ~ that is, senior executive officer and above — ` 
are, however, made only from officers with adequate ` 
practical experience in accountancy and auditing. . 

Mr Gresham Cooke asked the Minister of Health ` 
whether he will consider employing professional 
accountants in order to eradicate present weaknesses 
in store accounting at hospitals, to which attention 
has been drawn in the reports of the Comptroller 
and Auditor-General, and to which reference is made 
specially in paragraph 4 of his report on the accounts 
of 1953-54 of regional hospital boards etc. Ë 

Mr Jain Macteop: It is the normal practice of 
hospital authorities to give preference to candidates 
with professional qualifications when appointing their 
finance officers. ?. 

Mr Cooke: Is it not a fact that there are many 
professionally qualified accountants working for 
other Government departments who, to the national 
advantage, might be seconded to this work? 

Mr Macron: I am not sure. I have not enough 4 
knowledge of all Government departments to know 
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vhether or not that is so, but it is true that most 
fosts are now filled by qualified persons, and that is 
ertainly a point which we encourage. It is true, 
weer, that upon the appointed day we naturally 
ook over a number of finance officers without 
irofessional qualifications. ` 


“Hansard, June 13th, 1955. Oral Answers. Col. 250. 


INCOME Tax: TRAVEL EXPENSES 


Vir J. M. Howard asked the Chancellor of the 
exchequer Whether he will make suitable income tax 
oncessions to enable people incurring additional 
xpenses in travelling to and frdfn their work as a 
esult of the railway strike, to claim these expenses 
s deductions for income tax purposes. 

-Mr H. Brooke: No; sir. 

Mr Howarp: Is the right hon. gentleman aware 
hat many business firms hired transport to convey 
heir employees to and from work? Do his officers 
ntend to assess the benefit to those employees? If 
ot, is there not unfair differentiation between one 
irm and another? 

Mr Brooxe: That goes rather beyond the scope of 
he original question, but the Royal Commission on 
“axation of Profits and Income has lately endorsed 
he standard view that the cost of travelling to work 
hould not be allowed as an income tax deduction. 
Ve should get into a great deal of trouble if we added 
lot of special reliefs for temporary contingencies of 
his kind. 

Hansard, June 16th, 1955. Oral Answers. Col. 746. 


SAVINGS CERTIFICATES 


Ar WOODBURN asked the Chancellor of the Exchequer 
vhether, under his regulations, the maximum of 
‘avings Certificates is technically exceeded if and 
rhen these are not cashed at their expiry date; and 
rhether interest continues to be paid after certificates 
ave completed the appointed term. 

» Mr H. Brooke: The answer to the first part of the 
uestion is “No, sir’. As to the second, interest is 
ontinuing to be paid on certificates of all issues. 

> Mr Woopsurn: Will the right hon. gentleman take 
teps to make this better known, because quite a 
umber of people seem to be in doubt? When their 
ertificates are exhausted, having reached the date 
f expiry, they feel that they must withdraw them. 
ight it not help the Savings Certificates campaign 
sry much if they knew that, if they left them, 
terest would continue? 

Mr Brooke: I do not think that there is widespread 
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given in the Post Office Guide, I think the right hon. 
gentleman will find, and in leaflets issued by the 
Post Office and the National Savings Committee. 
I do not see what more we can do. 


Hansard, June 16th, 1955. Oral Answers. Col. 749. 
° 
Coal Compensation 
FURTHER ISSUE OF 34 PER CENT TREASURY STOCK 


A further issue of 34 per cent Treasury Stock, 
1977-80, is being made as on June 15th in satisfaction 
of compensation amounting to about {104% million 
due to certain undertakings under the Coal Industry 
Nationalization Act, 1946. The Treasury have 
determined, in accordance with Section 21 (3) of the 
Act, that £ roo of this stock is equal in value on June 
15th, 1955, to £88 8s od of compensation due. 


Double Taxation: Pakistan 


The double taxation agreement with Pakistan, which 
was signed on June roth, was published last Tuesday 
as a schedule to a draft Order in Council. 


The Institute’s 75th Anniversary 
DINNER IN, SOUTHAMPTON 


A dinner was held at The Polygon Hotel, Southamp- 
ton, on June 13th under the auspices of the South 
Eastern Society of Chartered Accountants, when 
members in the Hampshire area celebrated the 
seventy-fifth anniversary of the Institute. 

Mr E. O. Frank, Sea, President of the Society, 
was in the chair and among those present were: 

Admiral Sir Vaughan Morgan, K.B.E., C.B., M.V.0., D.S.C.; 
Lieut.-Col. C. G. Austin, D.L., J.P. (Deputy Lieutenant of the 
County of Southampton); Alderman Mrs M. O’Higgins 
(Mayor of Southampton), Councillor George Smith (Deputy 
Mayor of Bournemouth); Sir Harold Howitt, G.B.£., p.s.o., 
M.C., D.C.L., F.C.A., (a Past President of the Institute); His 
Honour Judge A. Tylor, oc: Mr R. A. Etheridge, F.s.a.a. 
(President, South of England District Society of Incorporated 
Accountants); Miss M. M. Edwards, F.A.C.C.A. (President, 
Bournemouth and District Society, The Association of Certi- 
fied and Corporate Accountants); Mr R. C. Brooks (President, 
Hampshire Incorporated Law Society); and Mr D Smith 
(President, Southampton Branch, The Institute of Bankers). 

The toast of “The County of Southampton’ was 
proposed by Mr C. F. Carr, and Lieut.-Col. C. G. 
Austin replied. 

Sir Harold Howitt responded to the toagt of “The 
Institute’ proposed by Admiral Sir Vaughan Morgan 
and referred in his speech to the report of the Royal 
Commission on Taxation. He said that the Institute 
had felt that it was not right for a great proportion of 
the effort and thought in this country to be applied to 
problems which should not exist and he stated that 
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the Institute was very glad that the Commission had 
recommended simplification. 

The toast of ‘Our Guests’ was proposed by Mr 
A. W. Miles, r.c.a., a Past President of.the South 
Eastern Society, and His Honour Judge E 
responded. , 


The Manchester Society of Chartered 
Accountants 


The report of the Committee for 1954 of the Man- 
chester Society of Chartered Accountants, presented 
at the Society’s recent annual meetir ecords a year 
of increased activity and developm ` sfembership of 
the Society now numbers 929, wh. . is an increase 
of 29 on the previous year’s total. 

A number of meetings were held during 1954 
which were well attended. Other activities included 
the annual dinner, again most successful, an informal 
sherry party*for the younger members of the Society, 
and a golf match with the Manchester Inland Revenue 
Golfing Society. 

The Joint Tuition and Education Committee com- 
posed of members of the Society and of the Students’ 
Society, together with members of the Liverpool 
Society of Chartered Accountants and Students’ 
Society, again arranged two students’ residential 
courses at Burton Manor, Cheshire, which were well 
supported. 

The following officers of the Society have been 
elected for 1955~56: 


President: Mr G. Waterworth, F.C.A. 

Vice-President: Mr J. Howard Bell, B.A., F.C.A. 

Hon. Treasurer: Mr A. H. Walton, F.C.A. 

Hon. Librarian: Mr R. H. E. Wilkinson, M.A., J.P., F.C.A. 
Hon. Secretary: Mr T. Hedley Bell, B.A., F.C. A. 

Hon. Auditor: Mr C. H. Massiah, F.c.a. 


The Institute of Actuaries 


The annual general meeting of the Institute of 
Actuaries was held in the Hall of the Chartered 
Insurance Institute, 20 Aldermanbury, London, EC2, 
on June 6th, with the President, Mr J. F. Bunford, 
MA. in the chair. At the opening of the meeting, 
Mr A. D. Besant, on behalf of the nine surviving 
past-presidents, presented the Institute with a 
presidential badge and invested the President with 
the badge. 

The report of the Council on the work of the 
Institute during the ro7th session of 1954-55, 
records the total membership at March 31st, 1955, 
to number 2 1139} this is an increase of 27 on the 
previous Geng s figure and is composed of 820 Fellows, 
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298 Associates, 1,009 students, and 12 EECH 
members. 

' ‘Tue May 1955 EXAMINATIONS 
The results of the Institute’s examinations held fro: 
April 2rst to May 4th at eight centres througho, 
Britain have now been announced. Twenty-for 
candidates have. qualified for fellowship of tt 
Institute and twenty-five. for associateship. 


Taxation Diploma 
In addition to the list of successful candidates i in d 
Taxation Diploma examination published in las: 
week’s issue, the. Sllowing successes have now bee} 
announced: I 
Awarded Diploma: L. W. Figg, Ilford; Miss F. O. Pip. b 
London, Nr3. ii 
Passed Section I: J. D. Lee, London, EC3. - 
Passed Section II: L. Lever, Londons SWio; J. 7 
Porteous, London, Nr, a 
E 


SEVENTY-FIVE YEARS AGO 

From Uhe Accountant op JUNE 26TH, 1880 ' 
Extract from leading article entitled mes 
NOoN-PROFESSIONAL AUDITING Re 


A subscriber has drawn our attention to certa š 
evidence recently tendered in the course of a E 
terial i investigation, illustrating the manner in whichs |g 
called “auditing” is sometimes performed by amat: ` 
auditors. We should state at once that our referer i 
to the matter is made designedly irrespective of t. i 
merits of the inquiry which gave rise to the statemen; 
referred to, and is simply intended to direct not; -4 
from a purely professional point of view to a stateme .: 
which may be regarded in the light of the confessi ` 
of an amateur auditor. Whether strictly accurate 
not, and whatever its import in regard to the case unc * È 
investigation, the statement describes what we fe ¥ 
would be found to be by no means a very rare State. 
things in regard to so-called “audits” of accounts, vi. 
that the “auditors” have often little’ or no a a 
cation for the task; that facts and figures are tak: 
from officials without question;-and that the “audi 3 
is in fact a mere sham and a delusion. 

But for the somewhat serious surroundings, t 
story of the “auditor” in question might be accept < 
as a little light and entertaining reading. It shou.™ 
however, be stated in fairness that this “auditor” f. ! 
his deficiencies and was undesirable to have the offi | 
thrust upon him. He is, moreover, considers ' 
enough to the profession represented by this journ ' 
to lay no claim to the title of “accountant,” but ca. 
himself a “book-keeper.” > 
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